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Abstract

The Policy on the House Building Loan for Government Employees through Banking System,
2018 has been formulated and in effect since September 2018. Housing is a crucial concern for
government employees in Bangladesh as it is a densely populated country and the salary
structures does not match the affordability of costly housing rent and price in the cities —
leading to corruption and lower efficiency. No study has yet been done on the effectiveness of
this newly formulated policy. The current study tries to analyze the characteristics of the house
building loan borrowers and effectiveness of the policy in curbing corruption and increasing
efficiency. The secondary data has been collected from both published and unpublished
(individual borrower personal file) source from house building loan cell of the finance division.
Primary data has been procured through interviews and focus group discussion of the loan
borrowers and applicants. Findings show that senior employees are the major beneficiaries —
officials having car loans are more comfortable to pay the installments, the construction or
purchase of house or flat is still Dhaka centric. To make this policy more effective provisions
should be made to increase number of installments for new entrants — not exceeding the
monthly house rent, lower the interest rates for purchases or constructions in places other than
Dhaka, establishment of a common data base for borrowers in Finance Division, Ministry of
Housing and Public Works and implementing organizations. Future study should aim at

detailed analysis with the data collecting from the implementing organizations.

Keywords: House Building Loan, Government Employees, Effectiveness, Banking system
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An analysis on the effectiveness of the House Building
Loan Policy, 2018 in Bangladesh

1.0 Introduction

1.1 Background

Housing is a major issue of concern for government employees in Bangladesh as it is one of
the most densely populated countries of the world. And as housing is very costly compared to
the salary structures, reasonable housing loan is a long demanding issue of the government
employees. Housing finance plays an important role in country’s development process and
contributes to overall economic growth and social benefits, such as more consumer savings,

greater social and labour mobility as well as better investment.

Bangladesh has been graduated to the status of lower middle-income country from the low-
income Country status because of its continued high economic growth for more than two
decades along with commendable development in the socioeconomic sector. In consistence
with this development, government has taken several initiatives to improve the standard of
living and welfare of the government employees. However, the housing finance facilities has
not improved compare to the growing number of population as well as the government

employee.

The then House Building Finance Corporation became active in 1973 when it was reorganized
as the Bangladesh House Building Finance Corporation (BHBFC) under the Presidential Order
No.7 of 1973. Until recent, it has been the only loan provider in Bangladesh (Haque, 2010) for
the government employees. However, available other housing finance sources are commercial
banks, employee loans, life insurance policies and informal means. In rural area, housing co-
operatives are the key benefactors of housing finance. Banking sector's housing loans were
made mostly to individuals and rest to housing societies. The third category of housing loan is

given to is the banks' own staff under special terms and conditions.

Grihayan Tahbil Project, a Housing Fund administered by the Prime Minister's Office, provides
funds to Non-Government Organisations (NGOs) and private sector developers for

construction of houses for low-to-moderate-income group people. Several public agencies,



such as the National Housing Authority, Public Works Department, Local Government
Engineering Department and City Corporations are involved in financing and development of
housing and residential infrastructure projects. However, there was no such ear marked loan
provision for the government employee. The then Finance Minister AM Abdul Mubhit said “We
are still a little backward in the housing sector. Now we are giving emphasis on the housing
sector to bring all the people under this accommodation scheme. But it will take some time,”

(The Independent 2018).

As per desire of the Hon’ble Prime Minister to raise the amount of the existing house building
loan provision to a realistic level, a Policy has been formulated for providing loan to
government employees from the banking system. The main objectives of that policy were —

e To provide a flat or a house anywhere in the country to government employees
specially the new entrants that will persuade them to be more enthusiastic,
dynamic and proactive in public service delivery as well as in establishing good
governance at all levels of administration

. to attract meritorious young generation to government services as well as to

curb corruption in the government service.

National Pay Commission headed by former Bangladesh Bank governor Farashuddin Ahmed
strongly recommended bank loans to solve the housing problem of public servants. However,
no study has yet been conducted to assess the success of this policy. Although it is very early
to assess the success of this policy because considering its implementation time, it is now just
in a nascent age. Housing loan for low-income group is a common practice in many countries
of the world. Nevertheless, housing loan for government employees is also a popular package

for attracting people in several countries including India (Financial Express 2019).

As per the Housing Advance Payment Policy 1993, the government employees were entitled
to receive a maximum of tk. 1.20 lakhs for construction of house and tk. 60 thousand for house
repair (Finance Division 1993). There has long been a strong demand to increase those ceiling
under Housing Advance Payment Policy 1993. Finance Division has formulated the “Policy
on the House Building Loan for Government Employees through Banking System, 2018” in
September 2018 and finalize it on 6™ March 2019 with a ceiling of tk. 20 lakhs to 75 lakhs

depending on the grades of the employees as well as the location of the expected housing. As



per this policy four state-owned scheduled banks and House building Finance Corporation is
responsible for providing the loan against the loan application of a government employee and

government is responsible for paying a significant part of the interest as interest subsidy.

Literature provides several studies on the housing policies and allowances for government
employee in many African countries (such as Shilongo, 2015). Although studies are available
on the analysis of housing finance under the National Housing Policy 1993 (Ray — not dated),
but no study is yet to be done on the effectiveness of newly introduced House building Loan
Policy, 2018, in Bangladesh. In this respect we tried to assess the effectiveness of this policy
initiative, meaning that this paper would try to assess how far this policy has been able to

address the demand of the government employees in providing housing.

1.2 Research Objectives

The main objectives of this paper are many folds and this paper will try to -

o analyze the trend of housing loan applicants/loan borrowers

o examine whether demographic factors and employment status has any impact
on loan application i.e. which group (grade) of employees are more interested
in housing loan

® find out the impact of situational factors i.e. whether employees are more
interested in owning/constructing houses in City/District level towns or other
area

® evaluate the effectiveness of House Building Loan Policy on heightening the

living standard of government employees.

1.3  Research Questions

Based on the research objectives there are three research questions:
a. Whether the Policy on the house building loan for government employees through
banking system is an effective one or not?
b. Whether there is homogeneity among house building loan borrowers in different
ranked(graded) government employees or not?

c. Whether this policy is influencing capital/city centric housing or not?
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1.4  Scope and Justification

The researcher is in charge of the House Building Loan Cell (section) of the Finance Division.
This section is responsible for issuing the government order regarding loan interest subsidy
against house building loan of the loan applicant. This has facilitated the researcher have an
access not only to the published but also the unpublished government documents related to the
housing loans for the government employees. At the same time, it has allowed the researcher
to conduct interview or focus group discussion of the loan recipients as well as to interview

other government employees who are interested to apply for this loan.

The rest of the paper is organized as follows: next section discusses the Conceptual framework
and relevant literature on housing finance. The third section presents the methodology used for
data collection and results preparation. The fourth section describes the data and descriptive
statistics. Fifth section presents the finding and discusses the key findings as well as their

relevance. Section six provides recommendations and the last one is the conclusions.

2.0 Conceptual Framework

Housing allowance for government employees is a very common practice in many countries.
However, providing housing/house building advance is also popular practice in developing
countries to attract young and talented people to the government service. In India the interest
rate of House Building Advance (HBA) for central government employees has recently been
lowered from earlier existed 8.50 percent to 6.64 percent simple interest rate (Financial Express
2019). Earlier the Indian Government has also tripled the home loan limit for central
government employees to Rs. 25 lakh in 2017 from Rs. 7.5 lakh (ET Realty.com 2017) or 34
months of basic pay, or cost of the house, or the amount according to repaying capacity,
whichever is the least for new construction/purchase of new house/flat. The methodology of
recovery of the HBA is — recovery of principal first in the initial fifteen years in 180 monthly

instalments and interests thereafter in next five years in 60 monthly instalments.



In Bangladesh

the Finance Division has formulated the “Policy for house building loan for

government employees through banking system, 2018 (Appendix — A) on September 2018

and later there was few amendments on 6 March 2019. The salient features of this policy are:

1) The loan will be provided from banking system through state owned scheduled
banks and BHBFC that means they will act as implementing organizations/
agencies.

i1) Loan will be provided for construction of house in any area of the country or
purchase of a ready flat.

1ii) For flat purchase the Debt — Equity ratio is 90:10.

iv) This loan will be provided at a simple interest rate and a maximum of 10% (9%
from 29 December 2019). The loan recipient would pay the inferest rate equal
to the bank rate (now 4%). The rest would be paid by the government with
his/her salary as subsidy.

V) The loan would be disbursed in a maximum of 4 installments for construction
of house while for ready flat the loan would be disbursed in a single installment.

Vi) The repayment period would be a maximum of 20 years.

vii)  The maximum grace period for construction of house is one year; while for
ready flat purchase is six months.

viii) Maximum loan ceilings are as follows:

Grade Dhaka/City Corporations/ | District Headquarters | Other Areas
Divisional Cities

5% and above 75 lakh 60 lakh 50 lakh

9™ to 6 65 lakh 55 lakh 45 lakh

13% to 10® 55 lakh 40 lakh 30 lakh

17" to 14® 40 lakh 30 lakh 25 lakh

20" to 18" 35 lakh 25 lakh 20 lakh




Loan Approval Procedure

The loan approval process is shown in the following flow chart:

Apply for loan to the employee’s salary account related bank (implementing organization) and
~ get the tracking number

4 " ' N

Issuing provisional Loan sanction order (PLSO) with repayment schedule (RS) by the
implementing organization (I0)

< 5
Wy,
Apply to Dinance Division (FD) through proper chanel along with all required document (PLSO,
RS, online pay bill submission certificate and Loan eligibility certificate) for the approval of

loan amount and igtgrest subsidy

N ,/

FD scrutinize all documents and issue provisional G.O. on loan amount and interest subsidy

) R s

NS
After having provisional G.O. the TO issue final Toan sanction order (with final RS) of the loan |
and disburse the loan . At the same day the loan borrower purchase the flat and mortgage it to the

Sh I E 10 VL i
< 5

/

The final loan sanction order along with final RS is sent to FD at least one month before the
repayment starting date for final approval of the interest subsidy

—

/

\/

Finance Division isues final G.O. on interest subsidy

e T A s

\//

=

The monthly subsidy amount along with all other related informations are entried into the loan
borrower's iBAS++ account by FD

Fig. 1 Flow chart on Loan approval process



3.0 Research Methodology

This study has employed a number of methods to examine the effectiveness of the house
building loan policy’2018 — both qualitative and quantitative. The published government
documents such as the house building loan policy as well as the related circulars has been
analyzed. In order to accomplish the objectives, we use individual level loan data from Finance
Division. In doing so, detailed loan related information was collected from individual file of
loan borrowers as well as loan applicants and interviews and focused group discussions were

conducted with loan borrowers and loan applicants as well.

In order to analyze the effectiveness of the policy the research employed purposive sampling
method. Due to time limitation we could not use the two-stage clustered sampling method as
used by Pahirrathan 2018. This study used the key informant interview method for more
detailed information A semi-structured questionnaire with both open ended and close questions
was used for interview. The interviewees have been selected by purposive sampling both from
the existing loan borrowers and from non-recipients whose applications are under processed.
Through questionnaire (Appendix - B) this study tried to find out whether ownership of a house
or a flat make any difference in improving the social status of the employee as well as help
better service delivery for the citizens and help minimizing corruption tendency among the
employees. A focused group discussion has also been conducted to get a generalized perception

regarding this policy.

4.0  Data Description

The main data collected was the details of loan recipients and was collected from the House
Building Loan Cell of Finance Division. The total number of 545 loan applicant received the
provisional G.O. from September 2018 to November 2020 of which 261 started their
repayment. According to the policy four state owned banks such as Sonali Bank Limited (SBL),
Rupali Bank Limited (RBL), Agrani Bank Limited (ABL), Janata Bank Limited (JBL) and
HBFC are working as loan implementing organizations. So, there was five implementing
organization (IO). This research concentrated only on the final loan borrowers who has already
started their repayment through monthly installment. This study has interviewed 20 persons

who are enjoying loan benefit and 20 non-recipients whose applications are under process.



Besides, the researcher interviewed 02(two) officials from the HBLC of Finance Division and
01(one) official from each implementing organization. A focus group discussion was also

conducted.

Descriptive statistics were used to measure the percentage of loan applicant as well as loan
borrowers aiming at several aspects such as age, service length, grade/scales of employees,
profession/cadre, location of purchased flat/house, car service facility. Microsoft Excel was

used to calculate different relationship and to draw different charts.

5.0 Findings

This section discusses the data collected from the unpublished secondary sources as well as the

data collected from the interviews.

5.1 Findings of the secondary data analysis

All together 545 (five hundred forty-five) applicants received loan from five IO of which RBL
disbursed loan to 33% applicant, then SBL was in 2™ position (27%) and JBL did the least
disbursement which was about 11% {Fig.1(a)}. Among the final loan borrower, the total
number of loan borrower who started their installment is 261 and the percentage share among

different IO is same as the provisional loan borrowers (Fig.1(b)).



(a) Bankwise provisional
loan borrower (%)

(b) Bankwise final loan
borrower (%)

HBFC RBL

Fig.1 Bank-wise loan borrower (%) (a) Provisional (b) Final
While considering the male female ratio we see that among all loan borrower, only 23% is
female and while in bank-wise ABL provides highest loan to female applicants (32%). On the
other hand, JBL provide16% of their loan to female applicants (Fig.2). Overall it is evident that

female employees are more reluctant in applying for housing finance loan.

Male-female ratio among loan borrower(%)

84
80 -
60
40 32
20 16
0
RBL SBL ABL JBL HBFC Total

» Male = Female

Fig.2 Male-Female ratio among loan borrower (%)



To see whether the new entrants are getting more interested in applying for housing finance
loan we analyze the data in grade-wise and profession wise. In case of grade wise analysis, we

observe that highest loan borrowers fall under grade 5 which constitute about 31% whereas the

(a) Grade-wise Loan borrower (%)

40.0
31.0
30.0
18.4
20.0 14.6
92 9.2
10.0 5.4
ﬂ ﬂ 34 34 97 97 -
0.0 : H B N O e
G3 G4 G2 G6 G9 G7 G110 G1 G8 G-16

Fig.3 (a) Grade-wise loan borrower (%)

lowest number of loan borrower are from grade 16 and it is only 0.4% (Fig.3(a). The gap
between lowest and highest percentage is very high. While considering the different profession
we find that among 261 loan borrowers 128 is from Deputy Secretary and above, the 2™

position hold by others professional who are mainly from different level officials of cadre and

Professionwise distribution of Loan borrower(No.)
140 128
120 [
100 !
go &
60 ©
40

20 &

DS&> Others Edu Police  MLSS-AO Doc Judge Eng Defen

Fig.3 (b) Professional distribution of loan borrower (No.)

non-cadre posts (41), then education (38) and followed by the police (23) (Fig.3(b). The lower

number loan borrowers are from defense (3); probably because of problem of online pay bill
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submission. However, the problem has already been solved, and their number is increasing.
This study tries to find out why the number of loan borrower is high in deputy secretary and
above group. For this we analyses other facilities such as car service facility that is availed by
a certain group of employees and we find that loan borrower of this group enjoys the car loan
facility and their number is 122 which constitute about 47% of the total loan borrowers (Fig.
4). So the nature of professional activity as well as professional status (different grades) can
affect housing demand as well as housing loan. In a study Ojo and Ighalo (2008) showed that
professional job (54.1%) as well as civil or public services (31.1%) are two dominated group

who are taking the housing loan.

Loan borrower portfolio- with & without car service facility

m Car
= No car

Fig.4 Loan borrower portfolio with and without car service facility

While analyzing the data according to service length of the employees we find that 70 recipients
are from those group whose service length is in between 23 to 28 years and 68 falls within the
13 to 16 years of service length group that means largest number are from those employees
who join the job in between 1991 to 1994 and 2003 to 2006 (Fig.4(a)). Regarding the age-
group analysis, we find that the highest number of loan borrower (81) fall under the age group
54-58 and the number is decreasing continuously in line with the younger age group (Fig.4(b).
This result also shows that among the young employees, the tendency of applying for this
housing loan facility is discouraging. This indicate that the stock value of financial information
which can be proxied by age, length of service, etc. may also explain housing demand which
corroborate with the findings of Avery et al. (2004) who claim that borrower specific characters

such as age and location of the borrower improves the performance of housing credit.
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Service-Length wise Loan Age-group wise Loan

borrower receiver(No.)
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Fig.4 (a)Service length and (b) age group wise loan borrower (in number)

However, we will try to find out the reason behind this low rate of house loan application later

when we will discuss the data analysis of the key interviewees.

To get a clear idea about the location of the flat or house purchased through housing finance,
we categorized the data into three groups as per guideline of the housing loan policy such as
(a) Dhaka City/City Corporations/Divisional Cities; (b) District Headquarters; and (¢) Other
Areas. From Fig.5 we see that among 261 loan borrowers, 242 purchased or constructed their

flat /houses at Dhaka city and of the rest 19, 17 were in 5 divisional cities (Chattogram,

District wise flat/housing (in Number)

B Barishal

M Dhaka

M Chattagram
Gazipur

B Narayangong

B Rajshahi

B Rangpur

B Sylhet

Fig.5 Location of Flat/houses purchased under house building loan
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Rajshahi, Sylhet, Rangpur and Barisal) and two were in two district headquarters
(Narayangong and Gazipur). From this finding it is very much clear that 92% flat are in Dhaka
and the rest 8% is located at 7 different districts. At this stage this study tries to find the location
of purchased flat/houses and data shows that largest number of flat was located at Mirpur and
Uttara area and the number was 46 and 45 respectively. Then next highest number was in
Dhanmondi and Mohammadpur which was 30 in each location. So, we can conclude that
government employees who are availing this housing finance facility are more interested in
purchasing or constructing their houses in Dhaka City. Data also revealed that 22.5% of the
loan borrowers are permanent resident of Dhaka city and the rest are from the different parts
of Bangladesh. However, it is people’s tendency to stay around the capital city’s permanent
address. Later in the next section while analyzing the data from interviewees we will try to

explore why people are more interested in purchasing flat at Dhaka city.

Locational distribution of flat at Dhaka City (in No.)

45 pem 44

$ P2 S S £ S IR S Sy

F ¥ I FE T TS ®ETFF g

- & F X o & < Ll
>N
>

Fig.6 Locational distribution of flat at Dhaka city purchased under house building loan

5.2 Findings of the primary data analysis

The first point of consideration - regarding the effectiveness of the policy is whether the
introduction of this policy is a well-known issue among the stakeholders of the policy or not.
All three group of respondents from the loan borrowers, loan applicants and officials of the

implementing organizations are well aware of the policy. The respondents from the loan
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borrowers are well conversant about the policy as well as the interest rate changes twice — one
in December 2019 which was from the original 10% to 9% and second time in July 2020 when
bank rate changes, as a result the interest rate for the loan borrowers was reduced from 5% to
4%. However, only 40% respondent of the loan applicant group are familiar with the policy,
and the rest have superficial idea about the policy. On the other hand, one of the respondents
from the implementing organization says that some official at branch level who are directly
related to the loan activities are not fully aware about the policy, some seem it too complicated
and does not feel interested to deal with this kind of loan. Another respondent considers it as
one of the most secured loan for the implementing organization. This could be the reason
behind the low performance of Janata Bank Limited and Agrani Bank Limited which is only
25 and 37 in number respectively. Another reason may be that the number of paper or
documents needed to submit along with the loan application is huge which may discourage the
client to apply for loan. For example, Janata Bank Limited requires 31 different documents to
submit with its loan application (Appendix C) whereas in Rupali Bank Limited the number of
required documents is only 17 (Appendix. D).

While considering the rationality of loan ceiling, among 40 respondents of the two group, 60%
consented that the ceiling is realistic enough whereas the rest 40% opined that the ceiling is not
sufficient and should be increase to 35 lakh - 1 crore taka on the basis of grade. Regarding the
ownership of a flat or a house by the newly appointed employee after provision period, 20
respondents of loan borrower group says this policy is not helpful for the new entrants. Their
opinion was that the monthly instalments amount is very high and after deducting the monthly
instalment it is impossible to maintain other expenditure of the family. This opinion goes in
line with the data analysis result in previous section where we find that the entry level officials
as well as the staff did not apply for any housing loan. So, the objective of housing loan policy

to help the new entrants to own a flat /house is not working in real case.

Regarding the proactive public service delivery tendency among the employee, almost 100%
respondent respond positively, and their opinion is that having a flat/house will make them to
feel more secured also the status in family as well as in the neighborhood will be upgraded
which will ultimately serve as a catalyst in delivering public service effectively. While
considering the issue of corruption, 45% interviewees says that providing housing loan facility
will help to minimize corruption among the employees. On the other hand, 36% respondent

says that this facility will not help to minimize corruption among the employees. However, 19%

14



respondent said that there is no direct relationship between house building loan and corruption.
All respondents from both the group agreed that although there is loan liability, housing finance

will make the employee’s life more secured and keep them free from any tension.

Among the loan borrowers, 60% respondent says that there is an indirect relationship between
car loan service facility and house building loan application frequency. They think that having
car service facility make them more comfortable in paying their monthly house loan instalment.
It does not create any adversity in their daily household expenses. 35% of the respondent said
that there is no relation between these two facilities and 5% did not answer this question. On
the other hand, all 20 respondents from loan applicant group agree that the car service facility

act as a catalyst in applying for housing finance loan.

Regarding the housing finance policy, about 30% respondent opined that the policy should be
like the housing finance policy of banking system employee who used to pay first the principal
portion which is either the house rent value or the calculated monthly instalment value which
is the minimum. However, the rest 70% respondents think that the policy should not be same
as the banking system loan policy because the banking system employees and government

employees are controlled under two different authority.

Regarding the existing housing loan policy’2018 as well as the loan procedure different
respondent provides different opinion which are summarized below:

e Ifpossible, this loan should be completely interest free otherwise the interest rate should
be reduced to 2% to 2.5%. As Shilongo (2015) find that in Botswana the Self Help
Housing Agreement loans are free of interest

e The implementing authority requires many documents along with the loan application
and the number of documents vary from bank to bank. The loan sanction process (Bank
procedure) is very lengthy and sometimes it requires more than 6 months. So, banking
procedure needs to be simplified, easier, quicker and less paper-based.

e Only four state-owned banks along with House building Finance corporation is working
as implementing organization. But day by day, the number of loan application is
increasing and creating pressure on those organization. Some other state-owned bank
as well as other private bank should be given the responsibility/authority to deal with

the government employees’ housing finance scheme.
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6.0

Maximum length of the repayment period should be revised and must be more than 20
years. Gao (2011) findings is in line with this study who observed that in China the

maximum period for the repayment of the housing loans is 30 years.

At present, the monthly instalment amount is very high which need to be reduced to
such an amount that does not exceed the house rent of an employee. Or the house rent
provided by the government should be the monthly instalment of the loan borrower. It
can be said that because of the high monthly Instalment, most of the employees
especially the new entrants are not interested in this loan. That means that the payment
to income ratio should be low which support the study findings of Wiliams et al. (1974)
who also observed that when payment to income ratio exceeds 30%, borrowers does
not want to continue the loan.

Government subsidy should be continued for the whole loan period of a loan borrower
and in case of any loan borrower who goes to retirement before the last date of his loan
period, he/she must be given the opportunity of subsidy up to the last date of loan period
Government can encourage the employee to make home in less developed areas by
giving more subsidies and in this way housing sectors can be spread throughout the
country.

Government employee who has houses or flat in Dhaka city should be prohibited to
purchase or construct any flat or house in Dhaka city with this loan

As soon as any employee start to enjoy the house loan facility, he or she will be
ineligible to stay in government residence as well as any such employee will not be

eligible to apply for government residence.

Recommendations

As the number of loan application is increasing, more state-owned banks could be engaged as

implementing organization for the government housing finance scheme. Regarding the

maximum length of loan period, two different system with different length could be introduced.

One for the newly appointed permanent employee (Junior employee) and another for the

medium to long term served employees (senior employee). For the new entrants the maximum

loan period could be his or her whole service life whereas for the senior employee it could be

16



20 (Twenty) years. For junior employee, the expected monthly instalment should be calculated
in such way that monthly instalment does not exceed the monthly house rent provided by the
government. If the calculated expected Monthly Instalment (EMI) exceed the amount of house
rent, the house rent would be considered as monthly instalment. For the senior employee the
number of instalments would be 240 months and the monthly instalment should be calculated
accordingly. As most of the flat or houses are constructed and purchased in Dhaka city, a
provision of reduced interest rate for purchasing flat or constructing house outside the Dhaka

city could be incorporated in the policy.

Ministry of Housing and Public Works could prepare a database incorporating government
house allotment related all information (individual basis). In addition, Finance Division can
prepare a database with all information about the loan applicant as well as the loan borrower.
There must be linkage in between these two databases, so that both the organization can check
the information before allotting any flat as well as approving house building loan. Another
database with all relevant information about the loan applicant as well as loan borrower can be
introduced by the implementing organization which could have linked with the Finance

Division, so that Finance Division can monitor the status of loan applicants and loan borrowers.

7.0 Conclusion

Introduction of housing finance for the government employee is a time demanding and unique
step which will certainly contribute to increase the efficiency of public servants and curb
corruption. This will encourage to build up a merit-based and efficient public service. Data
analysis shows that it is mostly the senior officials who are getting the benefit of the loan. All
the flats/houses are purchased in the capital city and creating pressure to the already congested
city Dhaka. The procedure of getting loan sanction from the bank is still troublesome and time
consuming /lengthy. It is also evident that bank requiring more documents (JBL) is disbursing
less loan comparing to the bank requiring less documents (RBL). However, as it is a new policy
there are still scope of improvement in several areas, such as simplification of procedure,
differential instalment schedule for new entrants and the senior employees, reduced interest

rate for purchasing flat and constructing houses outside the capital city.
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Introduction of a common database in Finance Division, Implementing Organizations (Banks)
and Ministry of Housing and Public Works may help in making the policy more effective. This
research assesses only the influential factor of the housing loans. Future Studies should aim in
collecting more detailed information from the implementing organizations (the banks) for both
successful borrowers and unsuccessful applicants and address the determinants of the loan

borrower’s decision to borrow to purchase flat or construct houses.
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10.

Appendix-B

Questionnaire

Are you aware of the introduction of the “Housing loan policy for government employee’2018”?
(a) yes (b) No

Under “Housing loan policy for government employee’2018” , the amount of loan given to
employee is from 20 lakh to 75 lakh based on different grades and on location of flat. Do you
think the amount is reasonable/realistic?

(a) yes (b) No © If No what is your opinion about the amount, clarify please:

One of the main objectives of introducing “Housing loan policy for government employee’2018”
was that the government employees especially the new entrants will own a flat or a house. Do
you think new entrants are enjoying this benefit?

(b) yes (b) No © If No clarify please:

Do you think government initiative of providing a house/flat with low interest (simple interest)
rate will help to improve service delivery process among the employees?
(a) Yes (b)No ©If any comments please

Do you think the facility of possessing a house/flat will help to minimize corruption among the
employees?
(a) Yes (b) No (c) Others (Clarify)

Do you think this housing finance has /will make your life more secured (with the loan liability)?
(a) Yes (b) No

Is any indirect relationship between car loan service facility (50000/Month) and house loan
application tendency?
(a) Yes (b) No

Some people say that housing finance policy of government employee should be like the
housing loan policy of banking system employees. Do you agree?
(a) Yes (b) No

Do you have any idea about the housing loan policy of banking system employees?
(a) Yes (b) No

Do you have any suggestion about the improvement or amendment of the housing loan policy
of government employee’ 2018?
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Appendix-B

“Policy on house building loan for government employees through banking system, 2018’.

Salient features

1) Loan will be provided from banking system initially through state owned scheduled banks
(Sonali, Agrani, Janata & Rupali) & Bangladesh House Building Finance Corporation.
ii) Loan for construction of house in any area of the country or purchase of ready flat.
iii) For flat purchase Debt — Equity ratio will be 90:10.
iv) Interest rate - simple interest rate & of 10% (9% from 29 December 2019). Loan recipient
pay according to bank rate (now 4%) & rest by government as subsidy.
V) Loan disbursed in a maximum of 4 installments for construction of house & for ready flat-
single installment.
vi) Repayment period maximum - 20 years ,
vii) Maximum grace period- one year (for construction of house) & six months (for flat
purchase)
viii)  Can apply until 58 years of age
ix) Salary account and loan account must be same
X) Maximum Ceilings are as follows:
Location where the flat or house to be constructed
Grade Dhaka/City Corporations | District Other Areas
/Divisional Cities Headquarters
5% and above | 75 lakh 60 lakh 50 lakh
9th to 6 65 lakh 55 lakh 45 lakh
13" to 10" | 55 lakh 40 lakh 30 lakh
17" to 14™ | 40 lakh 30 lakh 25 lakh
20%to 18" | 35 lakh 25 lakh 20 lakh

**x*¥*\Must have online salary bill submission capacity (iBAS++ account)
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Appendix-C (Janata Bank Limited)
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Appendix-D (Rupali Bank Limited)
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