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Dear 14r. "Jolla:
 

I take nleasurQ in transmittinr the

First Evaluation 'Renort of the Rural Finance Experimental

Project. It contains three volumes:
 

Volurc. I - Executiv. L'umnmary 

Volume II - Institution-l Performance in 
x erimentaT areas: P oros Leypl 

Volur. III 	 Dtailhd Ooration of Each Model: 
Output Level Analysis _ 

The Evaluation Report is based nrimarily on

information covorir,-, thu period from the initiation of the
 
various credit rodels thrcuu:h June 30, 1979. It should be

lirph'tsizod that, with the exception of Krishi Bank, the
 
landinT institutions did not start onerations until about
 
March 1, 1970. 
 Krishi Bank started in October, 1978. In
 
effect, this evaluation is essentially based u.on four months
 
of operations. 
 Since these four months represented started
up time, inf.)rmation collected coverinF this period of
 
operation cannot be re-arded as 
representative of future
 
developments.
 

While the First Evalution Report therefore

has not, nor could it, -ive even nrolirminry answers te the
 
various "critical questions", because of the short period

of model operation, it has demonstrated that the information
 
systems which have been installed in: 1) the lendin!:
 
institutions and 2) in field by moans of statistical surveys,
 
are operational. These information systems, with occasional
 

(i)
 



modifications, should provide the knowlodre required for
 
achievin - the ultimate purpose of the project, namely to
 
evaluate the various models in order to identify either:
 
1) a particular credit model or 2) s,.veral models, or 3)
 
a new model'which represents a combination of elements from
 
different models, which will be most 
appropriate for an
 
on-goinF project to provide the poorest of the rural poor

with credit which can be productively used.
 

In a sense this first evaluation report can

be looked upon as a source book of information. An attempt
 
has been made, not only to follow the Logrical Framework
 
presented in the Project Paper, but to provide detailed 
information drawn from a variety of data sources 
concerning

each model -- in effect, a reference book. This is especially
 
true of Volume III - Detailed Oneration of Each Model:
 
Output Level Analysis.
 

The key volume is, of course, the Executive
 
Summary in which the findinfgs, conulusions and recommend:. ons
 
have been drawn together in a summary form.
 

We repgret very much that the extremely
careful, txtensive and penetratinC comments and su.gestions

prepared soarately by Mr. Dennis Zvinakis and Mr. Gary Adams
 
of the U ID Mission to Banladesh could not have been in
corporated into this first evaluation report. It would 
have meant i considerable delay in the delivery of the 
report. Instead, wo will make use (f their comments and 
follow their su(-festions in the oreopration of the 
Second Evaluation Report. 

We are schec'ulinf: the comnletion of the 
Second Evaluation Report for about Mnrch 15, 1980, or 
approxi
mately six weeks fromw. Not only will it bring up to
 
date the operational information presented in the first 
report in a more concise form, but it will, in addition
 
to tnkinr.- account of the sur:.E tions and comments of Messrs.
 
Zvinakis and Adams, ,,ddress itself to the "critical questions"
referred to in the Contract for Services of the Consultant 
and elaborated in the "MIT" renort, Evaluation of the 
Bangladcsh aural Experimental Project. In addition, the 
purpose level and output level questions referred to in 
Hr. Adams' letter of July 26, 1979 will more or loss form
 
the outline of the Second Evaluation Report. 

Sincerely yours,
 

Alvin Mnyno
 
Prusident
 

(ii) Clapp & Iayne, Inc. 
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I. 	 IMr-awCTI(c 

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 eip.ht 

Ihis summary of the study outlines the objectives, basic findings 
and 	recammendations of the team. These are discussed in greater
 
detail in VolurMII and III. The suru-y is primarily intended to
 
provide EDL3, USAID and the participatinr institutions with a
 
concise presentation of the team's findings. It also attearats to
 
identify and provide 
a focus for those issues whose resolution
 

is critica.l to:
 

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

2. 	 the existence, develorr-ent and frowth of such system
 
in the country in the years ahead.
 

This report is the first effort to grasp the overall realities of 
the 	project 's rural finance activities in the experinental areas. 
Since actunl opevation in rxxt rmodels was initiated only a few 
month3 prior to the collection of data, the report is bound to 
reflect n lack of desired coveraie of points and issues associated 
with zural finance in general and to the models' operation in 
oarticular. 

The nature of this report focused on problis (weaknesses) rather 
than tchievements (nuoels' strengths). This may be mis-interpreted 
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as reflecting a negative percention of 21-P and its achievements.
 
It is not. On the contrary, the tear,is convinced that the
 
canitment of the Bangladesh Bank to the experiment and the accca
plishments of the narticipating irnstitutions durinr the period
 
covered -- savin-,s hFLVO been mobilized arong people with no such
 

experience in the past, low.s have been Ermnted to people with no
 
previous access to institutional credit -- should build a solid 
foundation f,:ered towards the identifica'tion of one or more suitable 

systms of rural credit to tar.et group of srall farers and landless 
in Bangldesh. 
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II. 	 OBJECTIVES OF THE STUDY 

A. 	 Introduction 

The first assessment study has been organized in accordance 

with the project evaluation procedures established by the 

Agency for International Development of the Government of 

the United States. In particular, the Logical Framework 

Chart presented in the Project 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 Purpose level and 

2. 	 the Project Output level 

B. 	 The Froject Purpose Level Objectives 

1. 	 Analysis of the Ability of the models to extend 

credit to target groun mombers.
 

2. Identification of current status of the models in 

relation to financial self-sufficiency, the iiplicatios
 

of prcsont trends End to identify alternative self
 

sufficiency strategies based on an estizmte of Rural
 

Finance activities in the experimental areas. 

3. Determination of the ability to cover all operational 

costs through interest or finance lvied equitably. 

4. 	 Analysis of current strength and weaknesses of RFWP 

navpirlv schace and dtermine the feaaibility of 

savins mobilization to finance expanded operatioas. 
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C. 	 The rojoct Output Level Objectives 

1. 	 The o.T.ration Pnd testin of the rmedls 

The self-eOvluation cap)bility of the rodels 

D. 	 '%.desi, of Credit ilodels 

Wnts brief,Levciuse the merio, of orcration of the various models 

wTs d.cied that it would ho preaTcture to make any recanm,.nit 


dations ver!rzo to the rcdesim.n of the pa.rticular modes.
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III. 	 PUIU..iCl LEVM OBE=IVES 

A. 	 Cbjective 1: Ability of the Fiodels to Extend Credit 

to th. Tcrret Group. 

1. Cureonrt S.tatus 

The 	 -bility of the Rurdl Finepcial Exprimntal 1,:odels to 

extcnd crcdit to the target group during the initial period 

of or -;rationof thc models is summarized as follows: 

a. 	 Proportion of Target Group Lonns 

For the "riod covered fran the beginning of the progrw. 

until Juno 30, 179 approxiJ.toly :,5 percent of the 

credit ,isbursarL~nts .iavupone to the non-tarLIt group.* 

,This ray 'ic duo to tli,. ca )lxities of the socio-<conwnic 

conditictis it', nral 3lanrladesh %flure no sharp line can 

be drawn betw-,n th(- oor rnd thu very poor. Anothe-r 

possi'le f:ctor is tho inability of the local btnk 

r. ,ers to obtain the infor-tion necessary to make the 

calcul.,tions needed to identify with precision a target 

grouo :ulicant. 

b. 	lk-and for Loans by Intcnded Use 

7he inforrition concwrning the intended use of the louns 

is iT.natud by the orurtions of Krishi Bnnkc which 

started its londinr, under thc TI'P: prornn about five 

rmnnths enrlic-r thrn th,; othor lctidinp imstitutions. 

* 	'jhih Nxrccnt4; 'sJs durivod fron the Continuotm 1urvey 
of lorrv*:an. 1inc; not !ill brr.nch arurvs wore, covered 
by thu, survuy .t that ttfi,, it c.anncl. h, ni;jrkd "a 
dofinitivu. ',oAvor, later inforrratior collected froi 
all hrrmidics verifiod this ,tirronirmte level of non
tarrct lonroing;. 
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In addition, since it is the agricultural development 
bank, its branches tend to be located in the rural areas 

and to have much mnor exrprience with rural lending than 
the other lending institutions. 

About G1% of th2 lons disbursed are accounted for by 
Krishi throurjh Juno 30, ]97d). (Projected proportion for
 
the first year was accordinfr to the Project Paper - 53 
 -


hiih is not too far out in view of the earlier start up
 

of thcu !rishi op.rations).
 

& ause only ,1 percent of Krishi loans were for crops, the 
overall proportion of crop lending anmunted to only about 
13 .crcc.nt. In other words, the other lending institutions 

did much butter then rishi -- 62 perccnt of I3S!'s lending 
wis for cr)ps. Evon Afrani, i ccrinrcial bank, made i 

rlatively high proportion of crop loans -- 53 percent. 

Approximitely 37 ,xircxnt of the loans were for other
 

't,,ricultural purraL3c such ns cattl, fisheries, smll
 

so'~.. rostard oil proccssin!.: utc. he renaining 
53 ,xrccnt lent out by all the institutions was for non
ai,Ticulturvl purposcs, mninly for retail shops and rickshaws. 

(Coee Anihx 13, Tnble 1 for lons by purn e for each of the 
lendling institutions). 

C'vr,.l1 the loated the target group, as 

by th,. lending7 institutions, TvounteK to nbout T. 6 million. 

manunt to claimed 

'Tis comparus favourably with theo: Project Paer's first 
yopr eatinmte of IN. 11.3 million when it is recalled that 
Xrishi Ik,!'.n was only oy,rating for a rwriod of 9 mDnth-s 

and thu othr imititutions for a puriod of only ,1 moths 

prior to June :0, 1979. ** 

** Jven if the loans Lranted is ruduced by 25"l%to account for 
non-tLrpgt group lending, the volum, of lunding dous 
arwonch the Project Pnlr's tnrrut. 

http:C'vr,.l1


c. 	 Averagc size of Lom 

The av,.rage size of thc lowns actually Mrde ws l.ricer 

thn tlr.t projected in thc. .-:oject Paper. Part of this 

incr.-ase mipht bz attribut,:l to inflation and the need 

for :-L larger loqn than would lw.o be.rn true ,i few years ,. 

Another ruason milht be that the branches found it easier 

to lomn to tho borrow.rs wvho wntad thu larger loans. As 

can be suua in Thble 1, the largest lonrs were nmde by 

Sonali and ,Jrat.Ean-s ,vitn : rishi Ban! not far behind. 

TABLE, I 

C,01PARI.M4 OF 111 AMIUiGE SIZE OF [DMS ACIJALLY 

,ADE O ,,rI:.MI) IN P{QCJECI- PAPER 

Project Actual as of 
PaMr June 1979 

(Tr.kas) 	 (Takas) 

iMshi Bank ,000 1,530 

Sonali Bnk 500 1,771 

Janata Bink 500 1,682 

Arf: r i BaO I0 500 

rubali Bank TD 1,119 

'Runali Lak 500 880 

Uttara i13nk 850 794 

IPj)P rCX 719 

JSIIL 500 1,007 

d. 	 Inpact of Varying Interest Rates 

1,1!ith the exoption of the Pubali nodl, the hihost 

inturtst nssignd to . particular branch did not apjear 

http:C,01PARI.M4


to rcducr; the r-t3 of borrmowiwaz ai can be scen from the 

on.,rison of tho mvouit borrowcd ,t the lowest rate of 

interest (14) uid thc. hichost rfito of interest in each 

mock,1. The hirhest rato of interest chtarfed by Jnanata, 

Utt-ir., Pub,li u'd Runali uinks was 3k, whilu for nill other 

lcndinr institutions it wms 

TAB3LE 2 

/-'1CUNT 0.EORfCFID N TiHE IOW?3' An) I.IICamsi' IrThar T
 
rF TE IN IAClH -MEL
 

Lovost 9Rt hithest rate 
!o-1 ,of Inturest 

chargeci cl.rl ed 

(nk. s) ('rkas) 

Krishi 933 ,CX0 11,000 

169, .IM 186,000
 
,Pinfi t!. :' ( )C O ,,.°r00
 

Agrimi 32,0XX) 36 ,(MXX
 

R'bil i 22,(X)O 70, 000
 

ROlD"..1 :mO 35,000 
Utt ,ra ' ,( 115,O00 

IRDF- N.A. N.A. 

JS_ N.A. N.A. 

c. Productivity 

Pro luctivity r-r m-isur'Cdl by thc nirber of loans disburacd 

varied greatly -- fromn 143 rr crlovoo on the avriVro 

in Pubali branches, durirk,, a cro,, sonson, to 26 in r, BL 

oranchun. Within the re- lgnni, th, nirter of lovi. 
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.ro2tly iv..th the quality 

ratinf of the staff of thc: brnch by the Iank Cficers. 

Por exmplc, in. the case of 'Xrishi DBnk, the avera.e 

nuui.or of loImns rer en-ploy,. , in br'mches rated 'excellent' 

was 72 as c(nnarccl to only :I.; in whicki the staff was 

r-lt.,,d 'shatisfactory'. Aroin, the productivity is closely 

related Co the nroix)rtion of tire s:vnt on the RFJ)nroram. 

1n,.k,,whosc worker;';3 s .nt nnre thrn 40,,', tire oi IFT) 

socnu to be servinL [Yor, loncos o.. the staff ,t P bali 

who xnot ,han their time .

rdim,'xscd per worker d c.ri 

roc ',,of re also handlinc, the 

.m..xru i Panount of .oanecs (143). 

Sr. Constraints 

'A-vv of thu- constraints to ffrater level of credit appear
 

to be:
 

n. 	 i.lack of sxcific plan of ,action , ared towards the
 

bank's pronctive cus.tomrs (targct rroun mritxrs).
 

b. 	 i.scuhat lov productivity of staff du to inaequite 

trainin? -n:rd low incentives (lay pay, poor trMsnortation, 

tna6txquatt: a-lc.anco,). 

c. 	 /1]Ifc, of nrovidiiip, innovltiv(2 "invotnrit possibilities" 

in the "r(., 

3. R 	quirmd Action 

To -,aci,v,,; hi.h level of credit oxn.sion to the tmrgot
 

1,roup, it will, be neoc.-j ry to dcev.op a ciori.u of strtfius
 

whid call for;
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a. 
Srecific target related to volume of credit
 
Lincreased number of loans and amount of credit).
 

b. basic training: or "recyclage" of personnel. 
Trainin- should focus on 3 key components:
 
1. 	 project -oal and purposes 
2. models' features and
 
:3. simnle rural bankinr techniques.
 

c. Sound marketirnw practices such as 
to
 

1. org.'nize tic. "unorfanized" in the rural 
areas and 

2. 	nrorram rur:il based sound investment schemes
 
for banks' financing.
 

d. 	Coordination of local technical assistance
 
to farmers (extcnsion survices)
 

e. 
Constant identification and design of sound
 
rurr.1 
based "invostment schemes". Emphasis
 
should be rut on 
arriculturally oriented
 
packaFres (rice, jute, cookinEg 
oil, essential
 

oils otc.
 

B. 	 Objectivu 2 : Sk:lf-Sufficiency of the 	Modelj 

1. 	Currunt Status
 
The 	 consultint hat developed, together with the 
lendint, institutions, the Banrladush Bank and 
4ID, tho infori.tion syston, required to measure 
and to rco:,raend action with resnoct 
to the 
crceation of solf-sufficient operations of credit
 
moduls. 
 The 	data which is 
now flowing through the
 
information syston will enable tho Consultant
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to . evaluate and compare the various 

credit models with respect to this important 

obJ ectiv:" -i nd to recomreuod .ppropriate act.ion. 

At the time the ,information was collected for
 

this first assessr.ent report, the operatinfg 

expo.irience was too limited to draw any signifi

cant conclusions re'vardinU the self-sufficiency 

conditions of the various models. 

2. equired Actions 

Future evaluatiors will focus on:
 

a. 	Banks' revenues
 

b. 	 Eanks' expenditures
 

c. 	 Banks' broak-even point
 

These points are critical to financial viability.
 

Tho team will assuss several alternate strateties
 

to attain self-sufficiencies involving modifica

tions in both costs and revenues.
 

C. 	 Objective 3 : Th tbility to cover Operating 

Costs throuLh Intert;st and Finance Charges 

1. 	Curront Status 

Except for Krishi Bank, the informationj on 

operntin[, inrcome and oflcratinr costs crwr 

short period of time,. Each of the lendingy 

institutions renorLotd nat losses from operations. 

As of Juno 30, 1079, tho total losses amounted 

to Tk. 335,000, which represented 5.6 percent of 

outstandin,,r loans. The losses varied from a low
 

of 0.6 nQrcent of loans in the case of BSBL to a
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hit-h 23.5 porccnt in the case of Janata Bank. 
(Soo Annex F- Table 3 for data for each lending
 
institution).
 

It should be emnhasized that these figures do 
not include any allowance for the write-off of
 
uncollectabl'( loan.s. With the exception of the
 
Krishi Bank model, the time span is 
too brief to
 
hnve nny oxpericncc concerning non-pr'yment
 
(using June 30, 1.379 
information). Overdue loans
 
to 
.rishi Bank amounted to 38 percent of total
 
loans outstandinf, as of June 30. 

2. .cq uircd Action 

It is rocom'endcd that bank officials review the 
ratus of ovrduc loans in 4each of the branches
 
which are particir'ting in the Experiment. It 
shouLd bo irnroi-sc.d upon tho branch managers the 
imnort,-.nc., of prompt collection if the 1/3 
reimbursef(-ent is to be rocoived. 

D . Objctiv: 4 : Savinlps Mobilization 

1. Currc0nt Status
 

No d.tail d snvinf-s nlin was duveloped in the 
Project .Pmir. Thc Savirgs Spocialist of tho 
tonmaft..r tho various londinp institutions wuro 
or-.anizc l to on RFEiwork the program, has 
duvolopod, with lndinr. institutions, 5 specific
 
plans gearcd to Lach institution's cipability.
 
Thosu plans have not bo,.-n formally prunontod 

http:imnort,-.nc
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buecaiso of a conflict in priorities of the use cf 
ti,' ,-)f individuals in thI central office assirnod 
by th. ],lndinc instituti-n.n t.) IFEIF with othor 'AFEP 
e.ctivlti,cs. Lo is w,rkin-now with thL other lendinc 
imtit utirns t- duv.lop.I.n "I]ns t'ilored to the 
rarticulr bY.nk., conditi-..n. Th., Specialist, in thc 
r~c', tin!,,, hns rcscnt:,d 'n ,verall m)del savings elan 
t. ,Ui and thc Di ni.-Ld, sh innk fc,r roview. 

'.'Qtrfldcnits rpac by the., tarrot -roup armountod to 
Tk. 97 ,.'00. 1)x,:vcr, 'vithdr.v-ls equalled Tk. 5,15,000 
or 5f'%. It wras lat.-r letrnd thn.t so.C banks were 
cr.cidtin, s-avinfs accouts with loan rcnayrrcnts, thus 
itfirtin, saviir's !nd .)vorduc prayments. When it wxs 
r..alizcd that therce wns n nonalty for overdue lc,ns, 

k ntrios 'v.-rc rc.vcrsed, thus showiln- larO 
withcrawv.ls. Instructirs have been tivun by the
 
Consultant and the Central 
officos to correct this 

The; ,"v.rR.]l noxrconta,-e of net savin 'lsns of June 30, 
197h t., outstnndinr- lorms for the same dat, was 7.9% 
nurc, nt. Th! best orfcrrrqnc,- was turnod in by
 
Sounnli !3.)I' with a r,;rcunta.,.%. of 04.6 nurcent 
 savings 

, l,',ns .
t - (q :.Annex P, Tatl)L, ,4).
 
r Centraints 

r', 5 r(.cifie vavin,-s schemes for oach model 'enrjd 
tc Itn tir'lt rroun rire no't in opwration. 

b. Th,,r... its ]ittl, un',,r. t:'idln(, of tho sit'nift
icc(, of wvi nrs ,ind 1ick of confi cinc, in tho 

savianf- aystmri bnnksof -n th, pnrt (f the 
L".reut. trou trvbor. 

http:withcrawv.ls
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c. 	It is difficult for the target grou!i 
to ac
cumulate funds in excess of subsistance
 

needs.
 

3. Decisions Required:
 

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

b. 	Adoption of a promotion strategy to ensure
 
maximum participation of the target group
 
members and other rural dwellers.
 

c. 
Policy should be considvred whether the savings
 
roal should be limited to the target group
 
of a branch, or whether the self-sufficioncy
 
of thu entire branch inhould be the objective.
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IV. 	OUTPUT LEVEL OBJECTIVES
 

A. 	Onerntion and Testing of Models
 

1. 	Current Status
 

a. Characteristics of Borrowers Reached
 
A samnle survey of 200 borrowers from 20 
project areas indicated that one half of the 
borrowers wore betwoen ,ges of 31-50.and one
fourth between 18-31. 
 The 	average size family,
 
9.1 	p-rsons 
-- parents, 3.8 children and
 
3.3 	other dependents.
 

Almost one-half of the borrowers (46.6%)
 
were 
farmers, one-fourth (22.3%) were 
traders.
 
Nearly n third wr;ro 
landless.
 

b. aLdity of Loan Grantin, Procedure
 
Overall the situntion wns 
not bad -- 54 percent 
rcoived n loan in one week or withloss only 
11 percent havin"- to wait one month.
 

However, It frcquntly took n.number of visits
 
-- 34 percent hnd to mike three visits or
 
more b. forc rccuivinF the 	 lonn. 

Two-thirds of th, borrow(ers had 	 to travel 
only onte, rile or lcnjn. 

C. 	 flNlnaromnt C',inablitius
 
'ht:ro In 
 a wt0c' variation in the eoxv'orionco 
.,n(, trnininil of offic.or.j workin,, thyon r'E.P, 

mninly brnnch rna,,,rt. "or ,xnrmnle, all 
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Jnnatn bank officers oither have a degree or 
additionil ndvanco 
--ducation, while only 50%
 
of th., Lonali Bank havw 
a depree. On the other 
h'nd, thQ hifhost rurcentcc of Sonali Bank 
officers hid snucin bank trmininp. I.R.D.r.
 
hd thL. fewest officers with bink trainin-. 

Thro was vqrin.tior amon tho bnnk with
 
rusnoct to th,- nronortion of the RFEP officers 
whco hfriroc-,ivod r.necific trnininp for this 
nro ,io
t.
 

Ovvr hilf (5?.rV7) of the offica:rs stntLd thit 
the traininF ivs is ut:. Vriation arnonj
the diffLr,..nt h-n!' officers was consid rablo 

83.:! nercont for ,p-rrni offticers ".nd only

25 ptrcont for !Iun,i 
 officers. 

Alrmosit il] officers, fclt the trnininf. !ieriod 
w-.s too 3hort.
 

,'1frly zi1 
of thc officers did not unduratand
 
that ti. ultirmt. purorh. of tho RFEP wis
 
to i'mcntify omn "mvonint r;odcl 
and try to 
oriunt the corm.,rcial binks in the diroction of 
rur,11 finanfe,. 

Visits to nll br.ttch4:n by cuntr.%l office 
offic-i.le) occurrco for only h'lf of tho 
lcm¢:no nstitutiona,ni 


http:offic-i.le
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d. rroductivity 

Officers of P.11 ba-nks but Krishi Bank dis
cussed the RFEP profram with villagers. 

Thoru was consi c0,r,,b lo vnrintion in prouor
tion of tinic spent on th Project - 72% of 
Jnnata Ba.nk officers spent more than 40'U of 
their tir..r, on th.,. -rojoct as compsroed with 
only seven ncrcent of the I.R.D.P. officers, 
who snent 407, of their tir,!e on the nroject. 

Loann disburscr,-.1t nroductivity wras discussed 
in I'.rt III. It vari,,s -rently but appears 
to bce low. 

Onc. of the most scrious -snocts that the 
, 'innt ment Survy rcvcals is thnt there wns 
(,re,.t laxity with r.snoct to maintaining the 
sn8,,ific conditions dcfinin, the nodel. 
There. wras insufficjent control over Branch 
ort rations which r,.ant that the distinctions 
b,.twon the werem.u~c-,s boconin:, blurred. This 

,nans that the concopt of experimenting wit: 
difforent riodel, will fPil to achieve its 
obj v c t i w: 

Tho., onk.r-,tionil ro.fitr'tints with rtispect to the 
nchivcunt of the( O.Ictivc',, the purposes and 
outnut of th, di fferont models ,r: 

http:disburscr,-.1t


t. Krishi Bank Inefficient crop production 

rro!-ram..Current disburse
ment on behalf of cron loans 

is four percont of totn-l 

amount. 

b. Sonali BDn ' Non-existent africulturri 

crc.dit strateries. In this 
rosnz'ct, 49.: of Sonali's 
cr.dit disbursement went to 
tho non-nricultural sector. 

c. Jantn iVank Low commitment of .ersonnel 

to the rurFrl 

cxnorimenti 1 

poor in 

armms. 

the 

d . £'1-rnni Dank Elusive stntus of the Small 

Farrmcrs Vervice Center. 

o. iubali 'Pnk Limited numbcr of tart 

Iuroun peoplo loadin.f- to the 
currcnt n ,lif-ible volume 

. rnrli Bank. 

of buslituss. Four hundrod 
borrowers (as of June 30, 1979) 

.i)livc:rv of insif'nificnnt 

finnr.ci',1 Inputs rflected 

throujh the nver',r) niziu of 
thk. lonn, to the borrowors. 

v:. Uttnrn Bank The linitod implomuntntio, 

of thc fPirr lindiii plan. 
[ifr(ly five nercont of totnl 
4mimti dinbursura ntie wont to 
crop nroduction. 



h. I!RDP Low minarement and staff
 

capability. This loads to the
 
d° Inys associated with the 

slow nrocss of loan applica
tions and credit disbursement.
 

3. Action Required
 

n. Cowmitment to P'rovideof Bnnks Resources 
to develop their '.friculturnl Credit 
Pror-rams accordinr to focoI 

As pointed out nbovc, it was found that 
snV..cific modtvIs vl,2rc not bini- followed. This 
annears to rusult in failuro to commit suffi
ciont ,rnn, criil ,,ffort to tho RFEIP prof-ram, 
and inadequate tr:inin' orientition and control
 

of the brnnchos by hi rher iuthority.. The 
record to drate inicrttos that proportion of 
crop loans is very low. This may be duL, to 
the lack of absorptive nowur of the tnr, ot 
!roup unless it ohtains sirnificnnt technical 
hol from the l,:ndini, institutions or the 
Govurnncent .xt,)nsion skrvico. 

pci-l ,emphnsis should b, placcd on traditional 
cropti (rico, jutv., tobricco, surnrcnne, vujo
tnblvs) by nrovidin, local tochnicil issistance. 

Bich of the, arriculturnl crdit nro.rnrrs 
should have .in a pinimuri: 



1. Estnblishment of dcfinite nhased tarrets
 

of volume of credit to be Eranted to tho 
tnrfret rrouri. 

2. 	Tho idontificntion and/or tho org.anization 

of borrowers' froups. 

:1. 	 Extension scrvices to the borrowers 

throuf-h local. -ovornm:nt ar cncios

b. Institutionl Dev:lopment 

Develop inccntivu.s so tht bank officials 

assigned to the "FET nrorram will nursue the 

tnsk of: 

1. 	 r',,kinr' productiv.. loins to the tarf,et jrroup 

obtiiiin. ren'nymi,,nt and 

3. 	 irrirovd prcductivity in loan disbursmunt. 

Intrsify tic,, ducvtionil a-nd tra-ininr prolrr.ws. 

Trp.inins should bc imnlo'untee by muans of 

r..f'ulnr sessions nt th,: Pranches. 

U. Sulf-Evaluntion 

1. (arront Ctitus 

/t th,. nrnent tim,:, nonu of th, londin institu

ti(ris his - forri,.l i,]If-'VrlUation syotm 
dcaii-ncl nnocific! ily for thi, RLP nroi-rnn. 

Nofrw.,vcr, indircctly 'n ,sv1lu,-tion systr, was 

stirtd by the Con.Ftilt,,nt when it carried out the 

http:prolrr.ws
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.n%'i ,n OutputT-S t Lo.vc, Survey in Aurust and 

2. Actio n Requircd 

Thc Consultant should develop a plan for self
uwtluation by th, lcilinr, itistitutions utilizin: 

th., cxnLri(,nc) .,-t.ined in his own 'anarromont 

Surv.. y. 
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V. SUTMIARY 

A. 	Conclusions
 

1. Non-tarf"ct -rour lending, i running about 25%. 

2. The pronortion of lo-imo to be used for nroduc

tion of crops is far tco low - beinf' only -bout 

12%. This is prirmrily duo to a rm.to of only 

four: purcent on thc part of the dominnnt lender, 

Xrishi bank. 

3. 	 ifiihur than projuctuc.2vcrafu size of loan may 

hb (luc to lendint to thl ton of the tirget -froup 

car te Inflntion. 

4. 	B°mks seer to be nblo, .-qually well, to loan 

it the hirhest rates of inturc,.t, 3.)7, of 31%, 

dCr'ndinr' nn tric ryodcl, and thc" lowest rito of 1?. 

5. 	 Cnurational costs 'vcr.., not rocov;red by a sinflo 

1ondinf institution from current income.
 

G. 	With only FriLhi Dank in o'cr-tion Ions' onout~h, 

the rnt.- of ov,.rduo, ru-)nymtnt of loans cnnmiot be 

stab1ist,,i . Iowv r , u in' months of Krishi 

oncratins ro:vn ls a '!!, ov,,rdu', ln.nn ratio to 

lornq outstrnndin- as of Junc: :,f0, 1.97 . 

7. 	 f:'-vins mobil izntiei from tho tnriwet !'roup is 

quite hi!'h. 1'1,h 1'yle of ,vithdrawals rol-ri turud 

durin initi-A. stn,-,u fo m raition wy bo duu to 

incorruct book-koupin, . 
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8. 	 Smccific sravinrvs r:odclh have not boon adonted by 

th? inaividual 1 )ndin. • institutions. 

9. 	 On !-: wholec, a -ood r 'cord w-.s cstablished with 

rosnct 	 to the sr cod of .rn.itini, of loans 

',A'k cone or only n'orcont onein w.k less- 11 took 
wonth or moxre. 

10. 	 The ma.,rrrial quality of the RFEP program by 

londin7 institutions vnriod vroatly by institution. 

11. 	 "roductivity in trms of loin disburse.:nt. v.iried 
widely by bra,nchc. ini the sara. institution as 

wu l as betw,cn inititutions. 

12. 	 Th.. nurber of visits from C(.ntral Offices of
 

soe., of th,: ]undinr institut.ions was low.
 

13. 	 In soe I2nclin, institut.i,,ns, bn.nch officials 

report:..' 1)ck. of' sufficint trninin!. 

14. 	 It,.ln rrr tht -.n i.mtufficiont allo.catlion of 

mn',..',,m .nt vii be., by the londinf.had vi (r',> 
ihstitutio)ns l to tho (',P nr"rvni . It aproir 

rn(,t to hvy. bi,,,n ,)l,:, d hih on the nrlnrity 

list. 

B. Pc, n c]co m noldat liols 

1. 	 Incro-s,.d instructions to lcndin. officiils innd 

br, nch m'xw,''ors on th,. tinture ind purponeoB of 
thi. prol'ram, uanoc'ifly on tho, nvod to lonn only 
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to tarFet group members and to operate within
 

the specific conditions of their own model.
 

2. 	Methods should be developed by the lending institu

tions to improve collections.
 

3. 	An incentive system should be developed which
 

encourages the branch officials and their staffs to
 

expand the rate at which target froup lending
 

takes place, especially for crop loans and other
 

agricultural uses.
 

4. 	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.
 

5. 	Despite the good record with respect to high
 

interest rate 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.
 

6. 	Work with the Consultant to complete the develop

ment of savings models appropriate for each
 

lending institution and implement as rapidly as
 

possible the agreed-upon model.
 

7. 	Develop a training, program for each institution
 

which will overcome the deficiencies identified
 

in the management survey.
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8. 	Central office managemont personnel of certain
 

of the lending institutions should make more
 

frequent visits to RFEP branch managers.
 

9. 	The Consultant working with the lending
 

institution should develop a self-evaluation
 

system along the lines of Management Output
 

Report already prepared by the Consultant.
 



ANNEX ' A' 

TARGET GROUP DEFINITION
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TARGET GROTP DEFINITION 

Target .roup definition will be dotermined on the basis of
 
the following criteria:
 

1. 	Rural dwellers of 18 years of avfe 
or older (niale
 
or ferirlc2 having; pormanent residence in an
 
Experimental Area.
 

2. 	 Land Owncrship: (a) not r'ore then 2.0 acrea of 
cultiv-.tcd land, excluding
 
hornestciad. 

(b) 	Landless arn elif-ible.
 

3. 	 Inn.,me - Annual Cross cash income from all sources 
does net exceed Tk. 6,000 before loan is made.
 

4. 	Borrower has no outstandin, loan with any lending
 
institution.
 

Instructj orreltted to tar['et roup dcfinition: 

1. 	Only oe person may borrow from each "economically 
separate household". An "economically soparate houso
held" moans a household with the members livin
toreth,.er and their 	 a commonhavinf roeels from 	 kitchen. 

2. 	 Loans may be made for: 
a) 	Crop production (for food, oil, ,ulses, veretiblo
 

crorls, jute, sur-rcano, tob.cco, cotton, etc.)
 
b) 	 Other af:ricultural production (for livestock, 

pnuItryV, duck raisinf., fish production, milk 
cow, fatteninr: c.-ttlo, ,voi4 ronring, etc.)
 

c) 	Non-airicultural activities (for material and
 
equipment for cottar-o industry such ns basket or
 
mat 	 making, cloth weavint!, fishnet makinp-, 
pottery production, blacksmith, carpentary,

tailorinf.', for food procossinr such as oil
 
processinp (Ghani) naddy huskinr, fish drying

etc.; for transportation includinf bullock
 
cart.s or boats etc.).
 

http:toreth,.er
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.	 Special considerations relnted to joint families -
A Joint family, in the socinl sense, may include 
more th-in one ocnnomically sonarate household. In 
this context, an economically scparate household 
may be identified by one or more of the following' 
criterin: 

a) The landed and oth(,r property of the soci.illy
 
.joint family is divided amni th family members; 

thiis division of property may or may not be 
rfristercd but is well demarcated within the 
faiPlll,. 

b) 	 The responsibility for work, expenses and
 
inconie rrc! supnrate.
 

c) 	Cookin!- is separ-te.
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TABLE- 1 

VALUE OF LOAS TO TARGET GROUP CLASSIFIED BY PURPOSE FOP EACH
 
LENDING INSTITUTION. TOTAL FROM BEGINNING TO 
JUNE 30, 1979 

-- Value of Loans in 1,000 Takas .... Percent Distribution 

Lendin 
 Other None - Other None-

Institution Total Crop A ticulture A giculture Crop Agiculture A ticulture 

Krishi 3,671 151 1,529 
 1,991 4 41 55
 
Sonali 732 
 216 158 358 29 27 22
 
Janata 169 5 130 35 3 77 
 20 
Agani 155 82 19 54 53 12 35
 
Pubali 467 65 101 300 23
12 65
 
Rupali 114 33 49 33 28 43 29
 
Uttara 258 74 87 98 28 34 
 38 
I.R.D.P. 298 99 iii 88 33 37 30 

B.J.S.B. 114 71. 25 19 72
62 16 

7btal 5,979 794 2,210 
 2,975 13 37 50
 

1) Krishi Bank started operatinLgunder RFEP pro garr in October 1978 , other lendinE Institutions
 
Ere or less around March 1979. This one reason Krishi Bank dozinates the overall lendinf-pattern.
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WMER AND VALUE OF WLARS CL:%SSIFIED BY LEUDIfG INSTITUTION ANdD INTERET RATES
 

Bank 

Interest 
Rates 

Car ld 
Nu ber 

Loans 
of 

Percent 

A munt Disbursed 
A munt Disbursed 
upto June 30, '79 

Percent of individual 
rodel credit 
disburse wEnt 

12% 639 27 938,250 16 

18% 54o 22 918,300 25 
MISHI 24% 674 28 1,204,300 32 

30% 549 23 61o,500 17 

12% 6o 15 16o,220 22 
18% 173 42 267,925 37 

SONALI 24% 73 18 117,500 16 
10%io6 25 186,000 25 

12% 51 50 56,160 33 
18% 10 10 4,500 3 

JANATA 24% 17 17 51.000 30 

30% 15 15 36,500 21 
36% 8 8 21,000 13 

12% 62 21 32,400 21 

18% 50 17 28,100 18 
AGRANI 24% 62 21 31,000 20 

0%55 19 27,000 18 

36% 62 22 36,000 23 1 
LIQ 



TABLE 2 - cO~aNTbuED 

Bank 

Interest 
Pates 
Char ed 

Nu ier of 
Loans Percent 

A wunt Disbursed 
upto June 30,'79 

Percent of indivjdual 
mdel credit 
disbursement 

RMALI 

12% 

18% 

24% 

36; 

209 

94 

57 

54 

50 

23 

1.4 

13 

222,290 

126,800 

42,300 

76.0oo 

50 

23 

14 

13 

RWUALI 

18% 

!.2% 

36% 

4O 
26 

64 

31 

20 

49 

31,873 

47,757 

34,735 

31 

20 

49 

18 

214 

30% 

36A 

120 

4o 

35 

130 

35 

9 

12 

44 

89,894 

22,200 

30,730 

115,341 

35 

9 

12 

44 

IP 

30% 
2297,822-/ 

J.S.B. 
18% 
36; 11 1/ 

i13,783=L 

1/ 
L,602 

Requires special tabulation 

4IT. 5,978,634 



1-lSHI 

SONALI 


J;.NNATA 


RAG.I 


EUPSAL 


lED? 


3SBL 


TOTTAL 


I/ Includes 

-.BLE- 3
 

OPERATING PROFIT OR ( LOSS ) AND LOAN
 

Operatin F Operatin ' profit orLoans disbursed thru Profit or (loss) as percent 
osdnks'79o of loans
June 3, / 

(Takas) ifs 

3,679,450 (170,344) ( h.63 ) % 
',1,725 
 ( 37,351 ) 
 C5.10 ) %
 
1E9,334 
 ( 39,648 ) ( 23.49)5Z
 
159,040 ( 6,799 ) (435) %
 
467,390 
 ( 39,937 ) (8.54) 
 ! 
114,365 
 ( 1,859 ) 
 ( 1.63) 
258,165 k 32,556 ) ( 12.61 )
297,822 
 ( 5,837 ) C 1.96) 
113,783 
 647 ) ( 0.59 )Z
 

5,987,07L ( 334,955) ( 5.59 ) % 

Head Office E vense e mept in fi onures Pubali, Rupali and BSBL. 



lhble - 4 

Comparison of fmount of Savings and Loans 

by Model as of June 30,1979 

B-nk S-vings(Balance) 
Ls of June 30, 1979 

Lc--zs outstandin 
of June 30, 1979 

as Szvins as Dercent 
of loans 

rsi158,5 

S=11 176, 331 

3,167,021 

725,630 

5.0 

24.6 

J'.t 3,362 150,597 2.1 

RzqxI i 

Utt=ri 

I0.R.D.P 

B.J.S.B 

aia,701 

2i8i,:36 

7,316 

13,319 

0,774 

1,31a 

154,039 

463,157 

114,1365 

239,686 

285,802 

112,933 

5.6 

6.1 

6.4 

7.6 

10.1 

1.2 

"-43,119 5, '-22,262 7.9 

7.9 


