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Dear Mr., Molln:

I taka prleasurc in transmittine the
First Evalvaticn Rcnort of the Rurzl Tinance Experimental
Project. It contains three velumcs:

Volume I - Executive Summary
Volume I -~ Institutionnl Performance in

LXperincntal Arcas. Purpose Level
i+nalysis

Volune II1 - Detailed Overation of Each Model:
Output Level Analysis

The Dvaluation Renert is based nrimarily on
information coverirg the neriod from the initiation of the
various credit models thrcugh June 30, 1979, It should be
emphusized that, with the cxceoption of Krishi Bank, the
lendine institutions did not start operations until about
March 1, 1979. Krishi Bank started in October, 1978. In
cffect, this cvnluation is essontially based upon four months
of operations. Since those four months represented started-
up time, information collected covering this period of
operation canncot be rerarded as representative of future
developments,

While the First Evalustion Report therefore
has not, uor could it, rive cven nrelininary answers tc the
various "critical questions', becausc nf the short neriod
of model cvreration, it has demonstratod that the information
3ystoms which have been installed in: 1) the lendinge
instituticns and 2) in field by means of statistical surveys,
arc¢ operaticnal. These information systems, with occasional
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medifications, should nrovide the knowledre required for
achicving the ultimate purpose of the project, nam:ly to
evaluate the varicus models in order to identify either:

1) a particular credit model nr 2) soveral nodels, or 3)

a2 new model which represents a combination of clements from
different models, which will be most appropriate for an
on-going project te provide the poorest of the rural noor
with credit which can be productively used.

In a sense this first evaluation report can
be looked upen as a source bock of information. An attemnt
has bcen made, not enly to follow the Logical Framework
nresented in thz Prcject Papcer, but to provide detailed
information drawn frem a variety of data sources concerning
each model -- in effect, a reference book. This is esnecially
true of Voclume III - Detailed Oneration of Each Model:
Output Level Analysis.

The key volume is, of course, the Executive
Summary in which the finding's, ccnclusions and recommend:  nns
have been drewn together in a summary form.

Wo repret very much that the extremely
carcful, vxtensive and penctrating comments and susgestions
prenarced sorparately by Mr. Dennis Zvinakis and iMr. Gary Adams
of the USAIL Mission to Bangladesh cculd not have been in-
corperatcd into this first cvaluation report. It would
have meant 1 considerable delay in the delivery of the
report. Instead, we will make use of their comments and
follow their sugzestions in the vrenaration of the
Sccond Evaluation Renort.

We are scheculins: the comnlction of the
Sccond Evaluation Rencrt for about March 15, 1980, or approxi-
mately six weeks from now. Not only will it bring up to
date the cperational information presented in the first
report in a more cencisc form, but it will, in addition
to taking account of the suprestions and comments of Messrs.
Zvinakis and iAdams, address itsclf to the "eritical questions"
reforred to in the Contract for Services of the Consultant
and claborated in the "MIT" revort, Evaluation of the
Bangladesh durnl Dxperimental Project. In nddition, the
purposce level nnd outnut level questions referred te in
Hr. Adams' lotter of July 26, 1979 will more or less form
the outline of the Second Evaluatinn Report.

Sincercly yours,

Alvin Maygi :

President
(11) Clnpp & Mayne, Inc.
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I. INTRODUCTIQH

In the latter part of 1979, the Rural Finance Experimental Project
team conducted the first evaluation of the lending institutions'
performance with respect to the initial stage of the testing of eirht

Miferent . ricultural crodit sl

This sumary of the study outlines the objectives, basic findings
and recammendations of the team. These are discussed in greater
detail in VolumesII and III, The sumary is primarily intended to
provide EDB, USAID and the participatinc institutions with a
concise presentation of the team's findings. It also attemits to
identify and nrovide a focus for those issues whose resolution

is criticel to:

1. the idenvification of a suitable system of rural
finance to benefit the rural poor.

2. the existence, develoment and growth of such system
in the country in the years ahead.

This report is the first effort to prasv the overall realities of
the project's rural finance nctivities in the experimental arens,
Since actual opeiation in most models was initiated only a few
months rrior to the collection of data, the report is bound to
reflect n lnck of desired coverage of points and issues associated
with rural fincnee in general and to the models' oneration in
narticular,

The nature of this report focused on nroblens (wenknesses) rather
than nchievements (models' strengths)., This mny be mis-interpreted
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&s reflecting a negative nercention of RTEP and its achievements,

It is not. On the contrary, the team is convinced that the
camitment of the Bangladesh Bank to the exveriment and the accom-
nlishments of the varticipating irstitutions during the period
covered -- savin8 hAve been mobilized armong people with no such
experience in the past, loans have been grinted to people with no
previous access to institutionnl credit -- should build a solid
foundation geared towards the identification of one or more suitable
systauas of rural credit to tarpet group of smll farmmers and landless
in Bangladesh.



II. OBJECTIVES OF THE STUDY

Introduction

The first assessment study has been organized in accordance

with the project evaluation nrocedures established by the

Apency for International Development of the Govermment of

the United States. In particular, the Logical Framework

Chart presanted in the Froject Paper was used as guide for the
organization of the study and, information permitting, the
specific topics to be covered. The objectives in this study are,
therefore, developed on two levels:

1. the Project Furpose level and
2. the Project Output level

The Froject Purpose Level bjectives

1. Analysis of tie nbility of the models to extend
credit to target groun mombers.

2, Identification of current status of the models in
ralation to financial self-sufficiency, the implications
of prcsent trends ond to identify nlternative self
sufficiency stratepics based on an cstimte of Rural
TI'innnce activities in the experimental areas.

3. Determination of the ability to cover all oporational
costs through intorest or finance lovied equitably.

4. Annlysis of current strength nnd wenknesses of FFEP
navir,s schames ond determine the feasibility of
savings mobilization to finance expnnded operatious.
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The Frojoct Qutput Lewel Objcctives

1. The oneration and testing of the models
3. The sclf-evaluntion capsbility of the models

Hedesim of Credit ifodcls

Rocnuse the reriod of oreration of the various models wms brief,
it was decided that it would he premnture to make any recommen-
dntions pearcd to the rodesien of the particular models.



I1I. PURINOCE LEVEL OBJECTIVES

A. (bjective 1: Ability of the lodels to Extend Credit

to the Tarcet Groun.

1.

Currcnt Status

The 2bility of the Rurcl Finepcincl Sxperimental ifodels to
extond credit to the target group during the initinl period

of opsration of the models is sumarized as follows:

al

Froportion of Target Group Loons
Tor the rocriod covered from the beginning of the program
until Junc 30, 1779 apnroximntely &5 percent of the

credit disbursarents have pone to the non-tarcot group.*
This ray be due to the carplexities of the socio-cconomic
conditicns in rural Pangladesh where no sharm line can
be drawn between the neoor and the very poor. Anothor
possirle factor is the inability of the local bonk
murwers to obtain the information necessary to make the
cnlculntions needed to identify with precision a target
crouin amlicant,

Lemnd for Lonns by Intendod Use

'Me inforrtion concerning the intended uss of the loans
is dorinated by the orerntions of Krishi Bank which
started its lending undor the UUI program nbout fivo
months onrlicr then the othor lendine institutions,

* ‘Nily purcentrge i derdved from the Continuous Survoy
of Lorrowns, Since not 11l bronch aruns were covered
by the survoy -t that tine, it connct be rogneded © 3
dofinitivu. Howevor, lator informutior collected from
a1l branchics verified this yrroximate lewl of non-
tarpet lending,



In addition, since it is the agricultural development
bank, its branches tend to be located in the rural areas
and to have much more exnerience with rural lending than
the other lending institutions.

About €17 of thz loans disbursad are accounted for by
Xrishi through Junc 20, 1973, (Projected proportion for
the first year was nccording to the Project Paper - 53% -
which 1s not too far out iu view of the earlier start un

of thc ¥rishi operations).

Because only 4 percent of Krishi loans were for crops, the
overnll proportion of cron lending amounted to only about
13 nercent. In other words, the other lending institutions
did much butter than Krishi -- 62 percent of BJSB's lending
wis tor crops. Even Arrani, 1 conmercial bank, made a
reintively high nroportion of crop losns -- 53 percent.

Apnroximately 37 nercont of the loans were for other
1iricultural purposcs such as cattle, fisheries, smill

senlo mustard ol processing: ote.  The ronaining

) nereent lent out by all the institutions was for non-
agriculturel purposcs, minly for retail shops and rickshaws.
fee Anuex B, Tnble 1 for lonns by purnose for cach of the
lending, institutions).

Cwvirall the amount loancd to tho tarpet groun, ns claimed

by th. lending institutions, amounted to about Tk. 6 million.
‘his compares favourably with the Project Papor's first

yenr estimte of Tk, 11.3 million when it is recalled that
£rishi Denk was only onerating for n neriod of 9 months

and the other inutitutions for n period of only 4 mouths
prior to Junc 30, 1979, #«

** Liven 11 the lonns ranted 18 reduced by 257 to ncoount for
non-tarpot sroup lending, the volume of lending dous
ampronch tho Projoct Papur's targut.


http:C'vr,.l1

c. Average size of Loan
The avorare size of the loans actually mde was  larger

thon thot nrojected in the Project Paper. Part of this
incronse might be attributes to inflation and the need
for = larger loan thon woulsd hove heen true 1 few years ago,

Another reason might be that the branches found it easier
'to loan to thc borrowers whe wantad the larger loans. As
can be seea in Table 1, tho largest loins were made by
Zonali and Janata Panks with Xrishi Bank not far bchind.

TABLL 1

COPARICON OF TiiL AVERAGE SIZE OF LOAWE ACTUALLY
MADE AnD BSTIMATIZ) Inl PROJECT FAPER

Projcct Actual as of

Papor June 1979

(Tnkns) (Takas)
Krishi Bank 1,000 1,530
Sonali Bank 500 1,771
Janatn Bank 500 1,682
Mrani Bank 500 500
Pubnli Bank 7N 1,119
fumali Bank 500 880
Uttara 3ank 850 794
IPHp 500 719
JSAL 500 1,007

d. Inpact of Varying Intcrost Rates
“i1th the exception of the Tubali model, the highest
intorvst assipned to o marticular branch did not appear
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«,

to roduen the rote of borrowinge as can bo scen from the
cornarison of the 'mount Lorrowed nt the lowest rate of
interest (12%) and thoe hishest rato of interest in each
mocdel.  The hirhest rate of interest charged by Janata,
Uttarn, Pubrli and Runali Banks was 35% while for all other

lending institutions it was 306G,

FHOURT DORICWED AT Tilkh LOVESY LMD HIQIEST INTEREST
RATE IN FACH MODEL

Lowost Rre highost rate
Viodk:l o Tt wst of Interest

charged charped

('I'kns) (Takas)

Krishi 933,000 611,000
Sornli 169,700 186,000
Joanate 52,000 22,000
Aprand 30,000 3G,000
Pubnli 222,000 76,000
Rurnli W20 35,000
Uttnra 20,000 115,000
(k% N.A. N.A.
JGL N.A. N.A.

Froductivity

Vroductivity as moasured by the maboer of lonns disburscd
variod greatly -~ from 143 rer omdoyee on the averaro
in Pubali branchos, durinr a cron senson, to 26 in RSBL
pranches,  VWithin the samv: bank, the meker of loang.



cirbursed per worker varied direztly with the quality
rating. of the staff of the braunch by the Bank Officers.

Yor exammle, in the cnse of Xrishi Dank, the average

nuber of lowss ner omployoe in branches rated 'excellent!
was 7.2 ags corparcd to only < oin which the staff was

rated 'setisfoctory'.  Acadn, the preductivity is closcly
related to the proportion »f time spent on the RFUYP nrogram.
Putks whose workers spent nore than 407 time on QFER

socms to be serving more lotnces o.r. the staff ot Pubali
who st more than 427 of their time are also handline the

waxinum amount of loances (143).

». Constraints

Some of the constraints to proater lovel of credit appear
to b

I

H l1ack of spicific plan of cction rearcd towards the
bank's nrosnective customers (target groun monbers).

I» sormewhat low productivity of staff duwe to inadequnte
trainin® and low incentives (low pay, poor transnortation,
innduqunte n=lowances).

A lnck of nroviding innovative "investment possibilitics'
in the nrens,

HEcquired nction

To nchicve o hirh level of  crodit exennsion to the targot

(roup, it will be necosanry to devilop a sories of stratopics
Miich ¢l for;
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oo

Srecific target related to volume of credit
(increased numbcr of loans and amount of credit),

b. Easic training or "recyclape' of nersonnel.,
Training should focus on 3 key components:
l. project oal and purposes
Z. models' features and
3. simnle rural banking techniques,

¢. Sound marketing nractices such as to

l. orgenize the "unorroanized" in the rural
areas oand

2. bprogram rural based sound investment schemes
for banks’ financing.

d. Coordination of local technieal assistance
to farmers (extcnsion scrvices)

€. Constant identificntion and design of sound
rurerl bascd "investment schemes', Emphasis
should be rut on arriculturally oriented
packaces (rice, jute, cooking oil, essential
olls cte,

B. Objective 2 Sclf—Sufficiency of the Models

1.

Currunt Status

Whe consultant has develoncd, together with the
lending institutions, the Bangladesh Bank and

AID, the information systom required to measure
and to reccormend action with resnoct to the
crention of sclf-sufficient oparations of credit
modols. The data which is now flowing through the
information system will cnable tho Consultant



C.

te measure, evaluate and compare the various
crcdit models with respect to this important
objeective and to rocommend appronriate action.

At the time the dinformation was collected for
this first asscssiont report, the operating
gxpurience was too limited to draw any signifi-
cant conclusions rogarding the sc¢lf-sufficiency

conditions of the various models.

Requircd Actions

Future evaluations will focus on:
a. Banks' revenues

b. Eanks' cxnenditures

c. Banks' brceak-even point

These points are critical to ftinancial viability.
Tone team will assess several alternate strategies
to attain self-sufficiencics involving modifica-
tions in both costs and revenues.,

Objective 3 : The Ability to cover Operating

Costs through Intercst and Finance Charges

1.

Curruent Status

Lxcent for Krishi Bank, the informatiou on
operating incomc and oncrating costs crvors
short neriod of time. foch of the lending
irstituticne  rceworted net lossces from oporations.
Ls of Junc 30, 1979, the total losses amounted
to Tk. 335,000, which represcented 5.6 percont of
outstanding loans., The losses varicd from n low
of 0,6 ncercent of loans in the casc of BSBL to a



high 23.5 porcent in the casec of Janata Bank.
See Annex B~ Table 3 for data for cach lending
institution).

It shouid bc¢ omnhasized that these fipfures do
not include any nllowance for thc write-off of
uncollectable loans. Vith the ¢xception of the
Krishi Bank modeol, the time snan 1s too brief to
n2ve any cxpericnco concerning non-noyment
(usins June 30, 1979 information). Overdue loans
to ¥rishi Bank amounted to 28 nereent of total
loans outstanding as of June 30,

fequired Action

It is rccommended that bank officials review the
ratcs of overduc loans in ¢nch of the branches
which are participrating in the Experiment. It
should be irnroesscd unon the branch managers the
imnortanc:: of nrompt collcction if the 1/3
recimbursemrent is to be reccived.

D, Objuetive 4 Savinps Mobilization

ll

Currcnt Stntus

No du:tailed savinges »lan was developed in the
Project Pancvr. The Savires Gpocinlist of tho
tern,after the various lending institutions were
orianizcd to work on the RFLEP program, has
developed, with lendine institutions, 5 specitic
plans goarcd to cach institution's capability.
These plans havo not been formally prusentod
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because ot a conflict in prioritics of the use of
tim: of individuals in the central office assirnoed

by the londinge institutions t RFET with other RPEDR
ccetivitios., hLe is new wr rkine with the other lending
instituticns te develen nlans tailored to the
narticular Yank's conditis-n, Tho Snccialist, in the
reactime, has sroscontod an overall moycdel savings olan
te aliz and the Bancladesh Bank for roview,

Untal donecsits pade hy tho tareot froup amountoed to
Tk. 976,000, Howoever, withdrownls cqualled Tk, 543,000
or 37%. It was later loarned that sori: banks were
crucitine savings occcounts with loan rooayments, thus
iuflotine saviners end averdue payments., When it wng
rcealized that theroe wns a nennlty for overduce lenns,
borcti-Kaonine cntrics wore reversed, thus showin: larne
withdrawals, Instructinns have been siven by the
Consultant and the Coentral effices to correct this
sisunticn,

The ~verall percentare of not aaviny's as of Junc 30,

18972 te outstendine loans for the same dnte was 7.9%

pere- ut. The best perfermnnce was turned in by

Sonnli Bank with rercentnre of 24,6 nercont savings
t> lerns, (See Annox B, Tabl. 4),

¢, Censtranints
n. Srccific snvin s schemes for ench model ronrod

te 1ta tarret rrour are not in operation,

b, Thure ig 1ittla understandine of the signifi-
cance of aavinrs and lack of confidoncy in tho
savings gystem of banks ~n the part of the
tareet proun membor.
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It is difficult for the tarpet proup to ac-
cumulate funds in excess of subsistance
needs.

Vecisions Required:

Specific savings scheme, many of which are
now in draft form, should be reviewed by the
Bangladesh Bank, AID and the manarement of
each lending institution, revised and adopted.

Adoption of n promotion strategy to ensure
maximum pnrticipation of the target group
members and other rural dwellers.

Policy should be considered whether the savings
roal should be limited to the target group

of n branch, or whether the sclf-sufficioncy

of the entire branch should be the objective,



- 15 -

IV. OUTPUT LEVEL OBJECTIVES

A, Orcration and Testing of Models

1. Current Status

Characteristics of Borrowers Reached

A sample survey of 200 borrowers from 20
nrojcect areans indicated that one half of the
borrowers worce betwoen ares of 31-50.and one-
fourth between 18-31, The average size family,
9.1 persons -- parents, 3.8 children and

3.3 other dependents.,

Almost onc-half of the borrowers (46.6%)
werce farmers, ono-fourth (22.3%) were traders.
Noarly a third wore landless,

Rapidity of Loan Cranting Procedurc

Overall the situntion wns not bad -~ 54 porcent
received a loan in one weok or less with onlv
11 percent haviny to wait onc month,

However, |t frequently took o numbor of visits
=~ 34 pcrceont had to mnke three visits or
more bafore recoiving the loan,

Tvo-thirds of thoe borrowcers had to travel
only onc¢ rile or luan,

Hanngromont Cunuhllltloﬂ

There 4o wice varintion in tho vXnurionco
~nd trodning of officory workine on tho RTLEP,
mainly branch nnagers. Tor oxamnly, all



- 16 -

Janatr bBank officers oithor have a degree or
ndditional advancoe cducation, while only 50%
of the fonnli Bank have g depree. On the other
hand, the hiechest rercentnee of Sonali Bonk
officers hod snceinl bank training. I.R.D.P.
ha¢ the fewest officers with bank training,

Thore was varintion amone the bank with
resncct to the nronortion of the RFEP officcrs
whe hnd rocoivid snocific traininr for this
nroiocct,

Over half (52.97) of the officors stnted that
the trainine was intdequnts, Variation amonp
the diffcront bank officers was considerable -
83.38 nercent for Arrani officers and only

25 pereent for Munnli officers.

almost 1) officors folt the troining neriod
w5 too short.

dorrly all of the officers did not understnnd
that the ultinnte purvog: of the RFEP was

to facntify oni: ¢nuvonicnt r:-odcl and try to
oriunt the cormercial banks in the diroction of
Turnl finance.

Visite to nll branches by central offico
officinla occurrad for only half of tho
lendine institutions.
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d. Tlroductivity

Officers of nll banks but Krishi Bank dis-
cusscd the RFEP nrorram with villaecrs.

Thwore wns considereble variation in prooor-
tion of timc spent on the nroject - 729 of
Jonata Bank officers smont more than 40Y% of
thelr tire on tho nrojoct as compored with
only soven noreent of the I.R.D.D, officcers,
who spent 107 of their tirwe on the nrojeact.

Loan disburscront productivity wns discussed
in I'nrt III. It varies crently but appears
to be low,

Cnc of the most scrious aspocts that the
anagrement Survey reveals is that thore was
front laxity with respect to maintaining the
gnceific conditions dcefining the model.

Thore was insufficient control over Branch
orcrations which neant that the distinctions
b:tween the modcls were bucoriin: blurred. This
means that the concopt of oxperimentinge wit;
difforent modela will 111 to achieve its
objuctive,

constrnints

Tha onvrntional roastraints with ruspect to the
achivveront of the objeetives, tho nurposes and
outnut of the differont modols arg:
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a.

a,

fo

Krishi

Sonnli

Janntn

Lirrrani

[Pubali

Runnli

Uttnra
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Bank

Bonlk

Eank

Bnnk

Eank

Bank

Bank

Incfficient crop production
nrorram. .Current disbursc-
nent on behalf of crop lonns
is four percent of total
amount.

Non-oxistent arricultural
cradit straterios. In this
rosnect, 497 of Sonali's
credit disbursement went to
the non-nrricultural scctor.

Low comnitment of nersonnel
to the rursal poor in the
exnerimentnal areas,

Llusive stotus of the Smnll
Farncrs Service Center.

Limited number of tarpaot
{‘'roun ncople leading to the
currcnt nopgligible velumo
of husivuss. Four hundrod

horrowers (ns of June a0, 1979)

Jelivery of insipnificant

finarci~1 faputs reflocted
throurh the averare size of
the lonns to the borrowers,

The Tiritod implomontntion
of the fare londine plan,
Barely five norcont of totnl
t01na disbursernonts wont to
cron nroduction,
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IRDP Low mnnagement and staff
capability. This leads to the
delays associated with the
slow nrocess of leoan apnlica-
tions and credit disbursement.

3. Action Required

a.

Cormitment of Banks to I'rovide Resources

to develon thoir Sericultural Credit

Prorrams according to foc.:l

As pointod out above, it was found that
spaecific models wore not buing followed. This
annears  to result ia failure to comrit suffi-
cient mrnamerinl offort to the RFED nrofram,
and inadequate treining orientation and control
of the branches by hirher nuthority.. The
record to dnte incicentes that proportion of
crop loans is very low. This may be duc to
the lnck of absorntive nower of the torret
rroun unless it ohtains sigrnificant technical
heln from the leondinge institutions or the
Government oxtension service.

Epeecinl omphasis should be placod on traditional
cropa (rico, jute, tobneen, SuUCArcAne, vegpo-
tnbles) by nrovidinr locnl technienl assistance.

Each of the apriculturnl credit nrorrams
should have an n pinimum:
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1. Lstablishment of definite phased tarvets
of volume of crodit to be granted to the
tarpget froun,

2. The identificontion ancd/or the oreanization

of borrowers' rroups,.

J. Extension scrvices to the borrowers
throurh locnl ~overmment arcncies-

b. Institutional Devolonment

Dovelop incentives se that bank officials
assiyned to the NFEP wrorram will nursue the
task of;

1. rakine productiv.: loans to thc tarpet proup
“. obtainine renaymont and
3. immrovid preductivity in loan disbursement.

Intersify the cducntionnl and troining prorrams.
Treainins should be imnlemented by means of
rocular scessieons nt the Pranches,

B. Sc¢lf-ILvaluntion

1. Cuarront Status

Lt the nresent time, nonc of the londing institu-
tions hag ~ foarmnl solf-cvnluntion syastom
dosirncd anccificrlly for the RFLP nrorram,

Howover, indirectly an cvaluntion systom wns
start.d by the Consultent whon it carricd out the
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Hanneomont Output Level Survey in Aurust and

sentarboer.,

Actisn Required

The Consultant should develop a plan for self-
gvaluation by the lencing iastitutions utilizine
the cxnericnce reined in his own anaremont
Surviy.,
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[44]

Non-tarpct ~roun lendine is running about 25%.

The pronortion of loans to be used for nroduc-
tion of crows is far tco low - being only cbout
12%. This is nrirarily duc to a rate of only
four »orcent on the part of the dominant lender,
trishi Bank.

siigher than projectece overare size of loan may
b due to lending to the ton of the target fsroup

cr te inflation,

B81nks scerm to be able, voually well, to loan
nt the hiphest rates of interest, 32% of 34%,
dcrondine on tne model, and the lewest rate of 12%,

Cnerationnl costs were not recovaered by a singrlo
londing institution from current incomo,

Vith only Krishi Ban% in oncrntion lonit énourh,
the rate of oviorduo revayment of loans canuot be
catablishiod., However, nine months of Krishi
oncerations revoals n 3% overdue lenan ratio to
loana outstandin: as of Junc 20, 107),

Crvines mobilizntion from the tarrct croun is
quite hich, Hieh lovel of withdrnawals roristeroed
durin; irniti~l stape of oncerntion may boe due to
incorroct book=-kcopin, .



11.

12.

13.

14,

Speeific savines redels have not beon adonted by
the individunl londin: institutions,

On th> whele, a ~ood rocord was establishcd with
resnect to the snecd of rrontine of loans
4% in one woe2k  or less- oaly 11 nercent took one

nonth or moro.

The maparerinl aquality of the RFEP prorram by
loending institutions varied vrently by institution,

Productivity in torms of loan disburscemont varied
widcly by branches in the sanc institution as
well as between institutions.

The nunber of visits fror Coentral Offices of
some of the londins institutions was low,

In some londine institutions, branch officinls

reportod 1ack of sufficient training,

It amanrs that an dnsufficient allecntion of
mant cement rosources had boon made by the londing
tustitutions to the AP nroorem, It apponrs

not Lo have beon nlaeod hich nn the nriority
list,

Reecommondations

]-l

Inerensad ingtructions to lendine officials and
bronch manarors on the nature and purpescs of
the prorram, vsoocially on tho neod to loan only
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to target group members and to onerate within
the specific conditions of their own medel.

Methods should be developed by the lending institu-
tions to improve collections.

An incentive system should be developed which
encourares the branch officials and their staffs to
expand the rate at which target rroup lending
takes place, especinlly for crop loans and other
agricultural uses.

Set up a system -- perhaps some quota method,in
keeping with the conditions in the territory of
the branch, to increase the number of crop loans.

Despite the pgood record with respect to high
interest rote loans, it is necessary that the
lending institutions continue to press for them in
order to develop a revenue flow which will

enable the achievement of financial viability.

Work with the Consultant to comnlete the develop-
ment of savings models appropriate for each
lending institution and implement as rapidly as
possible the agreed-upon model.

Davelon a training program for each institution
which will overcome the deficiencies identified
in the management survey.
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Central office management personnel of certain
of the lending institutions should make more
frequent visits to RFEP branch managers.

The Consultant working with the lending
institution should develon a self-evaluation
system alonpy the lines of Manapement Output
Report already prepared by the Consultant.
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TARGET GROUP DEFINITION
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TARGET GR0OUP DEFINITION

Target group definition will be determined on the bYasis ot
the followins criterin:

1.

Rural dwcllers of 18 years of are or older (nale
or femalcl havin;: permancnt residence in an
Experimental Arca,

Land Ownership: (a) not rore then 2.0 acrea of
cultivatcd land, excluding
homestand,

(b) Landless arc elipgible.

Income - Annual gross cash income from all sources
doos nct exceed Tk. 6,000 before loan is made.

Borrower has no outstandin~ loan with any lending
institution,

Instructinrs_related to tarpet «roun dcfinition:

1.

Only one person may borrow from cach "economically
scparnte houschold". An "cconomically separate houso-
held" means a hnuscheld with the members livinc-
torether and having their rmenls from a common kitchen.

Loans may be made for:

n) Crop production (for food, 0il, nulses, verctable
crors, jute, sucrorcano, tnbaceco, cotton, etc,)

b) Other agricultural nrccduction (for livestock,
pcultry, duck raising, fish production, milk
cow, fattonine cottle, roné roaring, etc.)

¢) HNon-npriculturnl activitics (for material and
cquipment for cottare industry such as baskot or
mat making, cloth wenving, fishnot making,
pottcry production, blacksmith, carpentary,
tailoring, for focd processinr such as oid
processine (Ghani) naddy huskinp, fish drying
otc.; for transnortation including bullock
carts or boats ctc.).
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Specceinl considerations rclated te joint familics -
A jcint family, in the socinl sensc, mny include
more than one cconomically senarate houschold. In
this context, an economically sceparate household
may bc identificd by one or more of the following
criterin:

a) Tho landed and other property of the socially
Joint family is divided ~amone the family members;
tiais division of property may or may not be
reristercd but is well demarcated within the
frailr,

b) The responsihility for work, oxpenses and
income rro scpnrate.

c) Cookins is separ-te,
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TABLE - 1

VALUE OF LOARS TO TARGET GROUP CLASSIFIED BY PURPOSE FOR EACH
LENDING IRSTITUTION. TOTAL FROM BEGINNING TO JUKE 30, 1579

-——= Value of Loans in 1,000 Takas -— ———- Percent Distribution =—---
Lerdin g Other None - Other None~
Institution Total Crop Agiculture A giculture Crop A giculture A giculture
Krishi 3,671 151 1,529 1,991 L hy 55
Sonali 732 216 158 358 29 27 22
Janata 169 5 130 35 3 T7 20
A gani 155 82 19 54 53 12 35
Pubali L6T 65 101 300 12 23 65
Rupali 11k 33 L9 33 28 33 29
Uttara 253 TL 87 98 28 3L 38
i1.R.D.P. 298 99 i1 88 33 37 30
B.J.S.B. 11k T 25 19 62 T2 16
Total 5,979 T9% 2,210 2,975 13 37 50

1) Krishi Bank started operatin g under RFEP pro gar in October 1978 » Other lendin g Institutions
wre or less around March 1979. This one reasor Krishi Bank dormirates the overall lendin g pattern,

I- d



TABLE - 2

NUMBER AND VALUE OF LOARS CLASSIFIED BY LENRDING INSTITUTION ARD INTEREST RATES

Interest A munt Disbursed Percent of individual
Retes Ruber of A munt Disbursed mdel credit
Bank Char gd Loans Percent upto June 30, '7T9 disburse ent
12% 639 27 938,250 16
18% 540 22 91E,300 25
ERISHI 2L% 67% 28 1,20%,300 3z
30% 549 23 610, 500 17
12% 60 15 160,220 22
18% 173 L2 267,925 37
SONRALI aug 73 18 117,500 16
20% 106 25 186,000 25
12% 51 50 56,160 33
18% 10 10 4,500 3
JARATA g 17 17 51.000 30
30% 15 15 36,500 21
36% 8 8 21,000 13
12% 62 21 32,L00 21
18% 50 17 28,100 18
AGRANI 2Lg 62 21 31,000 20
30% 55 19 27,000 18 B
36% 62 22 36,000 23 '



TABLE 2 - CONTINUED

Interest - Parcent cf individual
Pates Ru ber of A munt Disbursed mdel credit
Bank Cher ged Loans Percent upto June 30,'79 disburse rent
12% 209 50 222,290 50
13% 9k 23 126,800 23
PBBALI 2u% ST 1k 42,300 14
363 pL 13 76.000 13
18% ko 31 31,873 31
RUPALI L 26 20 47,757 20
36% 6k k9 34,735 1o}
181 120 35 89,894 35
UTTARA 2L ko S 22,200 9
30% 35 12 30,730 12
363 130 Lk 115,348 LYy
18%
TR0P oL st/ 297,822t/
30%
183%
y.S5.B 36T 1.131—/ 1/
©omes. : 113,783=%
DAL Lk 602 5,978,634

1/ Requires special tatulation

£



“/BLE - 3

OPERATING PROFIT OR ( LOSS ) ARD LOAN

Operatin g profit or

Operatin ¢
Loans distursed thkru {rofit or gi‘,oizin:s percent
June 30, '79 = —_—
Bank (Takas) !féaé.s)
¥RISEI 3,679,450 ( 170,34k) ( 4.63) %
SOHALI 731,725 ( 37,351) ( s.10) 2
JARATA 159,334 ( 39,648 ) ( 23.L9 ) ¢
AGRAST 155,0%0 ( 6,799 ) ( 4335) 2
PUBALT L67,39C ( 39,937 ) ( 38.54) 7
RUPALI 114,365 ( 1,859 ) ( 1.63) 2
UTTRA 258,165 € 32,556 ) (12.61) 2
ISP 297,822 ( 5,837) ( 1.9€ ) %
3S3L 113,783 ( 6LT ) ( 0.59 ) 3
TOTAL 5,987,07L ( 334,955) ( 5.59) %

1/ Includes Head Office Exense e xept in figwes on Pubali,

Rupali and BSBL.



Table - 4

Comparison of Amount of Savings and Loans
by iodel as of June 30,1979

Bank Savings(3Balance) Lcans outstandins as Savinss 2s vercent
as of June 30, 1979 of June 30, 1979 of loans
Rrishi 158,550 3,167,021 5.0
Som1i 175, 331 725,630 25.6
Jamta 3,362 159,397 2.1
acrani 3,701 154,039 5.6
Acbeli 28,438 463,157 6.1
Rupeli 7,316 114,365 6.4
Uttern 18,313 239,686 7.6
I.RD>? 3,774 235,802 10.1
5.J.5.B 1,319 112,933 1.2
233,119 5,422, 252 7.9

e e el
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