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Background
 

This report was prepared with the consulting advice of
 
Dr.A.B.Sharfuddin, and with the help of three research assistants
 
in the Anthropology Section:11d.Wahiduzzaman Cho' -huryMd. Anwar
 
Hussain, arid Md. Abdul Jalil.
 

A report, "Sociological Observations", by Sharfuddin and 
Malorney, was submitted in February t o be part of the third RFEP 
Evaluation. The present report supplements those findings. To 
conserve space in this report and avoid unnecessary redundancy 
some findings in the first re;Dort are not repeated here. It is 
suggested that report be read in the context of this one for a 
full coverage of the study work performed. 

This renort paper is based on 3 sets of questionnaire surveys,
 
two of which were administered by our anthropology team and one by
 

the RFEP field research staff°
 

1. 	 "Anthropological Survey of Borrowers", 
a questionnaire having
 
765 resnondents from 24 outlets in diverse parts of the country 
and representing all participating institutions. This survey
 
especially developed information on actual loan use, as well
 
as on other practices and attitudes. It was administered by
 
the R.F.E.P. field research staff.
 

2. 	 "Special Anthropological Survey", a questionnaire having 4220
 
rescondents from 4 outlets: Natore, Bhatra, Shaduhati, and Feni.
 
This was aduinistered by the Anthropology Section reserarch
 
assistants. It developed information on number and type of
 
loans, as well as on attitudes. This was for both borrowers
 
and non-borrowers in areas around the respective outlets.
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3. 	 "Survey of Non-Institutional Credit", a questionnaire havin 
168 respondents, based on the responses of the "Special 
Anthropological Survey" of those who had such loans, plus 
some other respondents in 3 localities in Faridpur and Jess 
Distriots. This questionnaire developed diverse information 

on non-institutional credit. 

These questionnaire surveys are probably less important
 
than our many talks with borrowers, non-borrowers, bankers,
 
and others. We customarily visited RFEP target areas withoul
 
the company of the bank officials. We also refer to some
 
existing literature on non-institutional credit. The infor
mation on malpractices was obtained mostly in interviews
 

with 	borrowers, and was not confirmed by auditing.
 

The quantitative data in this report may be seen to
 

supplement the earlier report, "Sociological Observations".
 
That report had more case studies. For this reason have not
 
added many additional case studies to this report where theZ
 

would again be an unnecessary duplication.
 

I Rural Credit'
 

Indebtedness
 

It is not easy to make sweeping assertions about the extent
 
of indebtedness in modern rural Bangladesh. However, Table
 
below shows the findings from 5 studies. The 1956 and 1965
 
studies are too old to be of much use; the 1968 study was or
 
one village, and the 1970 study on 2 villages. Our own studj
 
was on 4 villages. .
 i 

.1 , 
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TABLE I : STUDIES 0i Ii DEBEDIES6. III BAiIGLAiDE.I 

,-


W 43
Id ,.o 

0 W 0 

W 	 oH-t co 

Year :. a 0 0 	 Comments 

1956 68%/ 181 4.9% Wide sample
 

1965 49% 265 11I. 9 Wide samnle
 

1968 71 146 28.2% 	 1 Comilla village with heavy debt;
 

41% of respondents had mortgage debt,
 

but in TCCA credit project area.
 

1970 75% 398 40.01o 	 2 villages with good access to
 

institutional credit.
 
+
 

1982 56% 1255 52.1% 4 villages with some access to RFE
 
3444// and other institutional credit (see
 

12760 Table 2).
 

+ RFEP, # Other inst..0 Non 	inst.
 

* Source 

1956. Dacca University Socio-Economic Survey Board. Report on the
 

Survey of Rural Credit and Rural Unemployment in East Pakistan.
 

Dacca, 1956.
 

1965. Registrar of Cooperative Societies, East Pakistan. Agricultural
 
Credit in East Pakistan, January, 1966. Dacca, 1967.
 

1968,; .Al Akhtar Khan. Rural Credit in Gazipur Village. Pakistan 
Academy for Rural Development, Comilla, 1968. 

.. . ._________1_____________	 
iI.
 



1970. M. Asaduzzaman and Mahbub Hossain. Some Aspects of
 

Agricultural Credit in Two Irriqated Areas in Bangladesh.
 
BIDS, Dacca, 1974. (Villages Thakurgaon in Dinajpur and
 
Phulpur in Mymensingh).
 

Other sources on rural indebtedness:
 

Akhunji, Syedul Haqud. The Role of Institutional Credit
 
in Agricultural Development in Bangladesh. M.Sc. thesis,
 
American University of Beirut. 1979.
 

Ahmedyul-Ghani, A.K. Performance ot' the IRDP in a Selected
 
Area of Bangladesh. M.Sc. thesis. American Universitv of
 

Beirut. 1981.
 

Roughly 50W to 70 of rural petle traditionally had some 
debts. But our own study shows that %% of households have some 
debt, and only 34-8 .!" them tr(iutional non-institutionalof have 
debti (Table 2). While it is true that many rural people suffer 
under a heavy burden of debt and may never recover, the picture
 
is not so gloomy as is sometimes sur;osed. The subject is dealt
 
with separately below.
 

Table I indicates.a trend of institutional credit increa
sing notably. The figures shown may not be entirely represpn
tative, however, because the 3 later studies were all done, in
 
areas with good access to institutional credit, and our own
 
study was partly in areas having RFEP. Nevertheless, the
 
institutionalization of credit is proceeding, and along with
 
that the professional money-lenders are dissappear-ing in qourtain
 
areas. Along with the increase in institutional credit, the;
 
size of debts has increased.,
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Another trend is that more credit is being used for productive
 
purposes. The 1956 study showed that about 70 
of borrowed funds were
 
used for family or consumption purposes, including 15% for repayment
 
of old debts. The 1965 study showed about 5-4 j'of credit used for
 
consumption, and the 1968 study showed that 75% of families borrowed
 
only to meet family expenses. In the 1970 studies in the two villages
 
loans for consumption were respectively 42% and 27%. In our studies
 
we have found that of non-institutional loans 6.5% are used for con
sumption (Table 29), and of RFEP loans only 7.7% are acknowledged to 
be used entirely or partly for consumption (Table 16).
 

If one could make a study of a cross-section of rural people
 
one might find that the Percentage taking institutional loans, and
 
loans to be used as capital, is much smaller than is suggested by
 
our figures in Table 1. Most RFEP borrowers say there are no other
 
institutional sources for loans such as 
they have taken, and these
 
borrowers cannot usually get agricultural or other types of loans.
 

Table 2 below shows that in our 4 study villages, 55.5% of
 
families have 
some debt and that quite a few have both institutional
 

and non-institutional loans.
 

TABLE 2 : PERCE1T OF POPULATION HAVING LOANS 

Type of No.of % of No.having additional loan
 
loans Borrowers Total from another sourc6
 

RFEP loan 93 22,1% 18./ 

Other Inst.loan 66 15.7 22 
Non-Inst.loan 146 34.8 :32 

No loan 187 44.5
 
Total 420 117.1 '72 (17.1%)
 

Source :aSpecial Anthopological Survey
 

We also found that of 93 RFKP borrowers 14 had non-institutional 
oans and 4 had bank loans. These they should not have had undez, RFEP 
olicy . We see further from Table I that bank loans among our respon

dents were for fairly large amounts, averaging 3414 taka whereas non

3Minstitutional loans and RFEP averaged.under 1300 taka.
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Ideas about Bank Loans
 

Table 3 below shows that of respondents who did not take 
bank loans, about 25% did not need loans, and about 57% thought 
there would be some problem in trying to get a bank loan. In parti
cular, the statements that bank loans are "difficult to get", "there 
is nobody to help me", "fear about loans", and "have no security", 
show that many people lack confidence to walk into a bank and ask 
for a loan. Our interviews with truly landless and daily wage labore 
show that most of them truly have a fear of loans, arxd think that 
reprisals might come if they default. They are conditioned to such 
thinking throughout life. 

TABLE 3 : INTERVIEWEES REASONS FOR UOT TAKING BANK LOANS 

not needed 24.7 
difficult to get 14.8 
takes too much time 9.9 
nobody to help me 7.6 

fear about loans 6.9 
have no security 6.3 

tried but could't get 3.0 
,iJn'tlike to take loan 3.0 

4gh rate of interest 2.0 
<jo idea about bank loan 2.0 
"loan not for my needed purpose 1.0 
religious obstacle .7 
want individual loan .3 
NA 173 

100 % 
( N = 420 : 304 had not taken bank loans) 

Source : Special Anthropological Survey 



Nevertheless, most people now would prefer a bank loan to 

a non-institutional loan, if they had to take a loan. Tabl.e 4 hows 

that over thiree-,c:uarters W,( take anof respondent- -v;0 Drcfer to 

individual bank. lan, nd 8," would 2arefrcoo-rat-;ive or --roup 

loan from an authorized institution. Onjy 17< nu,,; "ould prefer a 

non-institutional loan. The main reasons :?o,r ,erirj non-i-risti
tutional loans a-re that it is easy to com:uncat, with the lender, 
and the loan is available any time wit hoar for:alities or bribe, 

TABLE 4 : PRXFEC-EICE 0F LOA,1 TYPE AND I{LAJ50 5 

Ccop.or Non-ins-
Individual !'roup titution- No 

Reasons [iven for preference loan loan al loan Loan Total 
Easy to pay and repeat 185 185 

Individualistic feelings 90 90 

Easy to comu:inicate with lender 4 35 39 

Very difficult t, org-anize a 27 5 32 
group 

Low interest rate 6 9 15 

No loan needed 12 12 

Member can communicate with 
lending institutional absence 
of others 11 11 

Loan available any time without 
formalities or bribe 10 10 
Prefer to work with fellow 
community members 9 9 
Easier and lower interest than 
other sources 7 1 8 
In a group one cannot borrow 
again till all repay 5 5 

Nobody will (-ive me a loan, 
village pradhan says 5 3 
cooperative is good 1 1 

320 35 50 15 420 

(o6.2%) .00) (11.9/) (3.r) (10o) 

Source: Special Anthirupological Survey 
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Table 4 ccnfirms the preference ( as stnted in "'ociological 
Observations") that the majority of 1IFEP borrowers prefer individua 
loans. The survey yielding the-e data ,;as done in areas where peopl 
were failia. ith RFEP ( although only a RIFFP I oais). But thad 
felt i-clined to be individually re vnsiblc tor their debts, and 
also felt that it is difficult and time-cansumin to organize a gro 
for the croup lon system, or to re y onn te cooperative. However, 
cooper:ative and ;-roup ]uoans are workr. niacer, 


culariy throui tie better IRDI? hrce.e and through some of the
 

wel1 in some Carti 

Janata outlets.
 

It is j.terestin;'; to note in " 5.6 [ of 

dents state that they don't need a loan. The value of capiltal is
 

clearly recognized in !anv];-.adesh rural society, ld it
 
is our observation borrowers 


4ablethat; only -Lespon

thiat most biP . truly want to use their 
loans as caoital for n,roductive punooses The section below on non
institutional loans shos tht in tradi Lional Bengali society there 
was a co,:nlex of loarn and financial ai 'rane:'nents, so that tere was 
a traditional dei:naad Cor capital which was easily channeled by the 
commercial banks when they began to open branches in rural areas. 
While t',hese rural banks at present collect more capital than they 
give in local lofns, !IdEP is one :canisa encouraging then to meet 
the truly existing latent demand for productive small capital.
 

II. Borrowers and RFEP
 

LocRI Politics and Factionalism 

The question frequenitly arises as to how much a pro,:ra-I such
 
as RFEP gets controlled by local influentials. According to Table 5
 
below, 3/4 of the borrowers reported they received help from their
 
U.P. member or chairman, relative, neighbor, grm sarka: memiber, or 
local businessmen. About 1/4 of the borrowers received help from the 
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officials of their cooperatives, which i; to be expected. More
 
than half the borrowers received help from their banker ( many
 
borrowers got help both from the banker and from a local influential 

person).
 

Of the borrowers, about 455% got help from the U.P. member, 
village official, or ,r, sarkax member. -n our observations, this 
was largely because the banks often require the siCTnature of such 
a person on the application form. This gives room for mal-prac-cice, 
both indirect in use by the official of a pro--ram such as HFEP to 
build up his own clientele, and direct in his possible demand for 
gratuities for signing. Cases have been notedl 
of denial of loans to 
persons who are in factions opposing such ].ocal officials. These 
problems are also referred tc in the previous paper, "Sociological 
Observations". in the Thserie o security :'liuiemmats, the banks 
may require signatures of local official:-. fhe position of the loan 
officers is also to be ropected; they have to somehow make loans to 

".ABLE.V :FEP fl.3 GIET L()AJ'3.' 

bank staff 51 376 
union parishad member 26.8
 

KSS manager 24.1
 

relative 
 18.0
 

matabbar/sardar/mandal 10.5 
neighbor 9.9
 
gram sarkar member 7.3
 

TCCA director 
 2.6
 

locaL coopomember 2.1
 

business man 
 1.2
 
member of weaver union .7
 

local political leader .5
 

IRDP employee .1 

own landlord 
 .1
 

NR 2.9
 

158 . 67 

(N =765, but 448 of them got help from two persons. ) 

Source: Anthropological 2urvey of Borrowers0
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several hundred poor borrowers who are 
supposed to be credit-worthy, 
and therefore the banks rely on the recommendation signatures of 
local pfficials. In some banks, especially BKB, the local officials
 
sign that they will "guarantee" to help the bank deal with a defaulter,
 
though they do not sign that they are actually liable for the loan.
 

While in a number of outlets such local officials are regularly
 
given small gratuities for signing application forms, in only a few
 
cases is this considered serious abuse. But it is 
one more hurdle
 
discouraging the truly landless wage laborers to apply. Denial of
 
loans because of factionalism also has been noted, but its extent
 
cannot be easily ascertained. While there may not be large-scale
 
abuse in these matters in the present experimental project, in the
 
follow-on project this question should be monitored carefully.
 

Target Group
 

A point was made in "Sociological Observations" that a smaller
 
percentage of loans than should be expect-ed actually reached the very
 
poor and the landless daily wage laborers. Whereas the Continuous
 
Survey showed 
 that only 8.4% of borrowers interviewed gave daily
 
wage labor as their occupation, Table 18 below shows that 8.1% of
 
loans have gone to daily wage laborers, which is much smaller than
 
their percentage in the population.
 

Case Studies:
 

Five case studies are cited in "Sociological Observations"
 
(p.6) from BKB, Rupali, Pubali, BSBL, and IRDP to the effect
 
that not many landless laborers get loans., 
and in many outlets
 
land records and land security documents are required.Further
 

examples:
 



At BKB, Pladarinue:, Faridpur out: of a sample of 5I0 borrowers 

whose rc ords e.e ,a.jirted in tl e b.Cd;;.r 93, had. so,:ehooks, 

a'riculuL'al land ( at least 1/3 or 1/2 acre), anti mo:t of the 

rest were : blis.a traders. 

isajsiahi , i 

loarls, ouiak one was eati tly ruL-al, ani was comDoseri of farna:rs 

In Ch> atoue, out of U sa itis t aking . 

who had scu.e 1and; the other sai is ',;,-.' semi-url,an and included 

landles3 neople, but o:t of them toolk loans for pertyr trade,and 

many defaulted. T'he.e was no attemitt t o make 1(,iJ Io&u-s to daily 

waje laborers in the moite stable rura] areas. 

In lIRDP, 3abuGanj, Barisal, most sa1iti members had some 

land, and the landless did not have access; to RFFEP through IRDP. 

So a landless ( bhumihin) samiti was formed. But "landless" for 

this purpose was defined as having under two acre3, so the truly
 

landloss day laborers still found it difficult to get loans.
 

Nany landless laborers, in interviews, said they thought such 

loans were not really available for thlem; they are not accustomed to 

expect loans from any soucce; it is common enough that even relatives 

will not lend capital to truly poor kin, and ius ,aace are known of 

relatives in effect disowning kin who have become 3o poor they are an 

embarrassment. Table 3 above shows that people who do not take bank 

loans often fear the difficulties; psycholog.-ically they need somebody 

to help them, they have a fear of loans because they have heard stories 

in the past about reprisals against poor defaulters, and they know
 

they have no security. Nevertheless, after discussions, most of the
 

daily wage laborers in rural areas are confident that if they had a
 

loan they could at least buy a cow, or maybe take some land on lease,
 

or maybr-: buy a pair of plow oxen so they could lease land, or take
 

up some productive enterprise. We have shown in "Sociological Obser

vations' that the landless floating population around towns such as
 

Kushtia, Natore, and Mymensingh are not very good targets for unsecured
 

loans.
 



12
 

But the landless laborers in runral ar.as are more amenable to
 
social pressu_:re and are concerned about -heir reputation, and are
 

better loaneos. An eff,.rt should be made in the follow-on project
 
to 
make loans availabl ; to the truly ,or daily wage laborers in
 
settled rural communities.
 

Interest Rates for Loans 

Table 6 shows uh;t Bangladeshis have several ways of computing
 
interest, in contrast wih tile standard practice in the west of com
puting it on an annual basic. Co,.-putation of deily interest was not 

TABLE 6 : CUSTONARY METIHO)D OF COII[PUTI"iG '2E ES1?T 
Method No.of resTondents for dhor method is custonar
 
daily 
 0
 
weekly 
 I 
monthly 107
 
yearly 
 55
 
at one time 
 134
 
no interest 
 82
 
no loan 
 41
 
Total 420 Source: Special Anth opologic
 

Survey. 
found customary in our survey sample, but it is known to exist, 
particularly in bazars where small tra.ders will borrow from a money.
lender or large merchant in the morn.ii:, buy some wholesale g7ood 
which they retail throuChout the day, ard repay the loan in the 
evening with 10"10 interest. Computation of interest by the week is 
not common. Computation of interest moth.y is the most common in 
rural Bangladesh. It is fortunate that i&.L"'!P interest rates are setat 1201, 18,", and. 30,

,.d
a % which are casily convertible to monthly 
rates of %.4, 2%t 2.1; and 3 and mal. borro,,..ers will state the 
lattcr as their rate of interest. 'Phis should be kept in mind in the 
follow-on program, and where interest r:,.tes are printed the monthly 
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,,as well as the annual rates may be given. But many borrowers are 
I) familiar with computation of annual interest also. A third of our 
respondents preferred to compute interest in a lump sum to be given
 
at the time of repayment. This arises from the custom in traditional
 
or non-institutional credit, of giving a loan and expecting lump-sum
 
repayment with interest (often in form of part of the harvest) after
 
,a specified time. Many borrowers find this ,.computationconvenient
 
if they take an RFEP loan for a crop, cattle raising, goat raising,
 

or small trade. It is easy for them to compute what they must sell
 
their product for to repay principal and interest and make a profit.
 
The participating institutions have different policies about repayment
 

schedules, but in many cases the loans are tailored to the circums
tances and the potential of the borrower to make profit at certain
 

times.
 

About 20% of respondents answered the question about computation
 
of interest by stating that they prefer to compute no interest. As
 
shown below in the section on non-institutional credit, the majority
 
of informal loans in rural areas are actually given without interest,
 
particularly short-term loans by relatives and friends, and this is
 
also favored in Islamic tradition.
 

As regards rates ot interest, 63% of our respondents in the four
 

study villages could not or did not state the prevailing rate of inter
est for bank loans there. Those who did state it mostly mentioned 12%1o
 
to 14%. In these areas, 67% of respondents could not s,ate the rates
 
of interest of RFEP loans (only 220 
of respondents were actual borrowers).,
 

Statements by respodndents of acceptable or desired interest rates
 
do not correspond with people's 
ehavior in taking loans. We explained 
to our respondents in the .4 studly villages that interest rates should 
be high enough to cover: (1) inflation, which may be 15% a year, 2) 
bad lians, (3) bank expenses ( buildingsalaries),Iandi 

I 
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But the demands for repeat loans in the majority of outlets
 

is a far better indication of acceptable interest rates than is
 

people's opinions.
 

The question of religious attitudes about interest was also
 

explored. Out of 420 respondents, only 3 said that religious belief 

about interest was an obstacle to their taking loans, and these persons
 

said they would prefer loans without interest. The study of credit in
 

a Comilla village (Ali A.Khan 1968:33) noted that there was a change
 
in beliefs about this, and that moneylenders made new arguments about
 

the acceptability of loans for "profit" rrther than interest. Money
 
would simply be advanced to needy people and after a year the lender
 

would get some profit out of his investment. We found another ration

alization on this point; it was stated that banks could legitimately
 
take interest because they are institutions workiog in the public
 

welfare, referring especially to the nationalized banks. In general,
 

the religious obstacle to interest is hardly a significant factor
 

affecting RFEP loans.
 

Borrowers' Views about RFEP
 

Table 7 shows borrowers' spontaneous favorable comments about
 
RFEP, which is derived from the "Anthropological Survey of Borrowers"
 

in 24 outlet areas. Most of those responding thought the loan system
 

was satisfactory. The village agent system used by Rupali received
 

favorable comments in particular, and a number of respondents were
 

grateful to get an RFEP loan because they could get no other loan.
 

!15 •
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TABLE 7 : BORROTEfS' SPOI]TANEOUS FAVORABLE COWMErETS ABOUT EP 

1/
 
Satisfactor: s,,st;e-,7 152 
Loan melredme to increase rayirbo , 5 
Formal i t i .' Sble/ ,;ei'e <; 23 

.. a , r i : . a..rson .ho helped muc 18 
None vTave e -. lon ecKept R."1.P 16 
There J. no nee 'd;or scul'ity 16 

Interest rate 'A..rful 14 
It is easy to rnet a loan 12 
It is heluful to ressy in installments 
Loan made o a rickhsha owner . 

29i7 
(N-=765) 

Note 

_1/ The comments "satisfactory system" are especially from 
Sonali, Ayrani, 'D'upali, Janata, 3KB and some from Pubali. 

2/ The comments about no formalities all came from Jmata,Jhikargacha, which has ,ro ,riin.0 system°the 1r. 

/ 	 The commelits about usefulness, of .rillace agent are all from 
Rupali outlets. 

Source: Anthropological Survey of Borrowers.
 



17
 

TABLE 8 : 	 BOR1{O'.JE:S' SPO11TANEOUS COMIE11TS ABOUT DIFFICULTIES ,.'IH
 
RFFP.
 

1/ 
High 	 interest 2/ 154 
New loan not available tui!es: 1-11 :-roup members repay 74 

Loan 	amount was n.-t enough / 65 
Repayraent 	 time is too short- 48 

Took 	 too much time to get t .e loan /46 

Not satisfied with banker's behavior 	 42 
Loan 	 insoector, t,kes payment -- 13 
Bank 	is too far away 11 

i~o loan available without l.nd deed 

(N=765) 

Notes: 

I/ 	 Those volunteering dissat.isfaction with high interest can 

be categorised as
 

Number h-vir~j, loans at: Percent volunteerinq dissatisfaction 
12% 1.5 0 , 

18% 263 	 6o1 
24," 129 31.8 
30- 19o 48.4 
36% 27.7 (unreliable)l8 


2/ 	 Those expressing inability to get new loans unless all repay 
are all in cooperatives or in Uttara group lending. 

/ Those expressing dissatisfaction with loan size are mostly in 
Pubali, with some in the cooperatives, iRuvali and Sonali. 

4/ 	 Those disliking short repayment time are in uar'ticular outlets 
of Sonali, iWupali and Pubali. 

5/ 	 Those disliking long ielay in gettiag loans are all with IRDP 
and BSBL and one Uttara outlet. 

Those referrinf- to bribes are with IRDP Chauddagram, and BSBL,
 
Taltoli.
 

Source: Antropoligical Survey of Borrowers. 

6 
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Table 8 shows borrowers' difficulties with RFEP, which is
 
more significant. First is high interest, spontaneously mentioned
 
by 20% of borrowers. Those having cooperative or group loans often
 
mentioned, in this survey as well as in our informal discussions,
 
that inability to get new loans till other group members repay is
 
troublesome. Loan size was not enough for man., borrowers, also
 
discussed in "Sociological Observations". About I1 of borrowers
 
here thought the repayment time was too short, and 10%? said it took
 
too long to get the loan. Nearly 10% have some complaint about the
 
banker's behavior. We found in our ini.ormal interviews that in some
 

outlets the bankers are regarded as being too harsh and unpleasant
 
with borrowers. Some bankers feel it is necessary to intimidate the
 
borrowers a little bit to improve the repayment. One Subdivisional
 
Cooperative Officer in an area where repayment was not good, said,
 
"We are torturing the people for repayment". In this table there are
 
few complaints about requirements of land deeds; where such deeds,
 
mortgages, or securities are required, borrowers do not complain
 
much because they may not know it is not to be required, and we can
 
hardly know how many persons failed to apply or were turned down
 
for lack of land records or security. As regards bribes, see the
 
section below on mal-practices.
 

Bankers' Views about Borrowers
 

Table 9 shows that bankers could comment on the majority of
 
borrowers individually. They tend to be optimistic about those who
 
have overdues, and they appreciate the effect of REFP on borrowers'
 
economic position. Since the bankers selected the borrowers, they
 
might well be verbally optimistic about them.
 

I ii 

, jr 
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TABLE 9 : BANKERS' SPONTANEOUS FAVORABLE COl'II'ENTS ABOUT BORO\UERS 

He is repaying in installments 131 

He will repay in due time 112 

He is a good borrower 106 

Loan helped him increase his income 95 
Without loan he could hardly maintain his family 


Village agent is a local person and that helped
 
us select the borrower 18 

His savings position is good 10
 

Group compelled him to repay 4 

494
 

Source: Anthropological Survey of Borrowers
 

Table 10 shows that in about 24% of cases bankers had some
 

adverse comment to make about the borrowers, but mostly they
 

tended to excuse overdues because of poor crops, insufficiency
 

of loan amount, or the bank's bureaucratic process. In only a
 

few cases did the bankers state that the borrower used the funds
 

for consumption, made bad business judgment, or defaulted because
 

of the influence of other defaulters.
 

In general, we have the opinion that bankers know the bor

rowers personally and are interested in their welfare and their
 

repayment potential. This is particularly true with the village
 

agent, and where bankers have to form borrowing groups. Bor

rowers are always known to the secretaries of cooperatives when
 

loans go through that channel. Only:in some of the larger outlets
 
of BKB, for instance, do the bank officials not know the bor

rowers; in BKB in Faridpur there is now a requirement that bor

aowers have to submit a photograph along with their application
1, 

form. 

Loin.
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TABLE 10: BANKERS' SPONTANEOUS COMtMNTS ABOUT
 
DIFFICULTIES WITH BORROWERS
 

/
His overdue is because of a poor- 35
 
His loan amount is not enough/ 29
 
Loan procedures led to delayed disbursementl/ 22
 
His overdue is because his business is losing 19
 
He used the loan for his family expenditur 4 / 16
 
His repayment time can be extended 
 13
 
We do not know the cause of his overdue 11
 
His loan is overdue but we hope he will repay shortly 10 
He is not repaying because others are not repayins / 9 
30% interest is too high 7 

His default is induced by other defaulters 6
 
He thinks loan is non-refundable aid 2
 

Borrower's husband used the money for family

expenditure 
 1 

180
 

Notes: 1/ Excuse of overdues because of bad crops is mostly
 
from BSBL, Taltoli, and Uttara, Mymensingh (having
 
poor repayment because of bad administtation), and
 
IRDP, Daudkandi.
 

2/ Comments about insufficient loan amount come from
 
Pubali, Satihat and Shahbazpur and IRDP, Joydebpur.
 

/ Comments about long loan procedure come from Uttara,
 
Mymensingh (an excuse for poor administration), and
 
IRDP; Joydebpur (IRDP requires loan sanction at the
 
district level).
 

4/ Comments about use of loans for family expenditure 
come from IRDP, Daudkandi, and BSBLt Taltoli. 

5/ Comments about non-repayment because of influence of 
other defaulters come from Uttara, Feni, IRDP,
Natore and Rupali, Rajganj. 

Sourc'e: Anthropological Sur-ey of Borrowers I 

Loan to Women
 

We did not make a special effort to contact women borrowers
 

or potential borrowers as we had no women research assistants,,
 



A chapter in I he Elralut i,-i -oout wi n loans woendeal. to 

However, Table '11 ani 12 reflect bour reotonients 

(mostly men) about loans to woacn. 

v
OiF 2L
11 Ai3LE11 ,lI.A,'--i HLJI U D)-L (:o;:IUL 1Z) 

CON"E NIN..] : c;,, Yr.'.'e1; o 11A'.R)NK , ; 
 _ 

Can women ue lo:ns pro f rv -, 231i" 

Should a woman - ve a loan i~i her orn 
na 7.5 2. .2 

If so? should ..e o to the banE? 4,, 27.6 28.8 

Shoul c thc-Lre be -1worman o i r in 
the bank? 8"1.9 17.9 .2 

Should fe:imle bn: of'icer go to woman 
borro;.ier hou> (? 54 .8 45-0 .2 

noi,.ld male "ou'r. o 2 icer -o to woman 
borro.:er house? 10.7 89.0 .2 

'1'ource: Special ;Anthropological Survey 

TABLE 12: OTI11R SPONITA OU7 OPII!ONU(I'iO TLY BY MEN) 
CONCERINUG vN 1'U" ,'i 

A woman should get a loan only for work she can do at home 36 

Women's freedom should be increased by,, giVin;; them loans 26 

A women should Eet a loan if she has any special skill 8 

I do not support women getting loans 8 

Women engage in house work only 6 

Women organized a society but local financial institu
tion shows no interest 

A woman borrower cannot work without her husband or 

another helping her 4 

Women are not intelligent to use loans profitably 4 

Many women are interested to take loans but their 
husbands do not agree 3 
Only widows should be given loans, for their survival 2 

If a woman needs a loan, she can borrow 2 

A woman can do anythinf if she breaks pardai I 

Many women do not get loans because their husbands 
already have loans I 

No answer 314 

Source: Special Anthropolofgical Survey
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Most men think women can use loans ,it,,h and. should 

borrtow in their own naes. Ihe uncetair t ;ones on the join, of' 

Pard-, about ..Iomn's r oin out to n.b,ic I:a s . Of thiose who think 

a woman should have -- lo n n. her ow n f,'9,"otly 4". 'r huIac 

[",t should 
" 

be able to ro to no, -aQ: h xosil . . -on,.,ts tuin, t ,.e 

be a woman of-ficOr in the bank bnt § _ ,.is conflict.- wi the vie 
that wo7men should not r;o out to a 1_ 

C)al: 11ke aba, i- ian 

case. Only 5-> think a f:alo ba- o1'1 ' 7ould visit thn- homes of 

women borrowuies; this is not only troubleso and costly to t.he bank, 
- Gbut it appears that many men have some hs-itat .on aout her woen 

talking businoss themselvots, even with another ,;.os~en Usually it is 

the man's rcsroni.ility to provide f-.r economic natters and subsis

tence, and some aro reluctant to put such obliut;stions on ,ome, as a 

matter of As to the auesto of hriale ban?, a fic ero 

should visit ,,omea borrowors in their houss, 89> of resI.ondc.:)ts say 

no. They are boui, to say that by the desoru-n of osrda, whother or 

not they would actual.].,; obje:.ct if "cenaed male bank officer c to 

their houses. Ideally, it seems a woman should be able to take a loan 

in her own name and utilize the money, but; she should probably be 

escort- to the bank and discuss the mater in the presence of her 

escort. 

BI'B has women officers in its RILuP operations, but they are 

deputed msinnl-v to keep books, and also to collect savinffs from women. 

They are to refer potential women borowers to ihe BKB loan officer. 

Several ol" the women doin!; this work irda'eat-d that they elt !hey 

could make loans to women, if they had the power to sanction them, 

and that such loans would so repaid and. used properly. This should 

be tried in the felloW-cn project. 

Table 12 ;hows other responses volu.-i-nte.rd by respordenu,.(,ostly 

men) about womea's lonrn. 2omo are clearly of the opinion tii 1 the 

women shoulcd oay at home for whatever wors they do. Others think that 

loans will help women -get increase( f1',:eiom. P(nyresoondCnts do not 

care much about women's loans and have no sccial comr.ent. We also 

http:volu.-i-nte.rd
http:obje:.ct


4) 

fournd that in many banke .a t' . J :111 t e res.t 

activity in the subject, ,rid the- iIea o : women's loans 
was not con, enial to s iO oiZ the i)ank ofi' ,,,ile in n 

' ' cases there were sincre eft t;s in -h This show.-s u, 
in the vcry spotty distrilu[;ion o ,. 2 anS; Some o1tiIE 
have almost none and others- hve rela tiveL ir-e numbers 

,avings
 

Table 13 shows that of our 4-20 resopnctn,1-3 .. , had some
 

kind of savinprs, either in a bank, in I'PEP, or- self-managed.
 
Few had RFEP savings for capital use, but inainly fCor consumo
;ion and emergencies 3.ul, )3:% of RFEP savers would not have 

saved there had it not been for the prestL'c(. o" the bankero host 

of those wno had no saving. declared thhat tdey have no surplus
 
to save, which is not co.,rect in many c:0e.
 

TABLE 135: SAVINGS.: TYPE AUD PUNPODS 

Have some savings 41 .2 
Other bank savings 22.6% 

... saviwns 17.3 

LVi1n"s by self 15.2 

Cause ef - savin-s 

0;' consumtion 43.8% 
1-re:;;ure by banker 38.4 
ior capitsl 17.8 

No -,aving7s 58.8 

Cause of no bank savings
 

No sur-plus to save 88.1%
 
Prefer to save by self 8.9
 
Bank is too complex 1.7
 

Never thought of it .9 
Not interested 
 .4
 

,Note: I/ Some respondents had more than one type of savings. 

Source: pecial Anthropological Survey 



As discussed in "Sociological Observations," most RFEP bor
rowers do not want to have part of 
their losns deducted as
 
savings. They are mostly aware that they get far less interest
 
on savinjs than they pay on loans. Many also do not get 
a loan
 
large enough for their purposes, and resist losing part of it.
 
But in a few cases people interviewed said that the savings
 
deduction was helpful to make them thrifty.
 

We found that in several Dlaces bo:,rowers were puzzled by
 
the savings. Even in some places where it was not 
technically 
compulsory to save, the banker put such pressure on the bor
rower to save that it was virtually compulsory. We found that
 
where the borrowers were illiterate and could not read their
 
bank books, they often felt the deduction for savings was simply
 
an. 
expense they had to make for their loan, proper or improper,
 
and in some cases they doubtedfI that they would ever get it.
 
People have heard of cases 
of savings in cooperatives having 
been usurped by the officials, and unsophisticated people such 
as most of our target borrowers do not have confidence in banks, 
though this will improve with more exposure. Savings should 
probably not be compulsory, nor even strongly demanded, but only 
made possible for those borrowers who want it. 

III. Uses of RFEP Loans, and Economic Stimulus
 

Loan Use and Amount
 

Table 14 gives the uses of loans as given by the borrowers
 
themselves, and the amount of the loans as 
shown in the bank
 
records, by categories.
 

The banks and cooperatives customarily gave loans consider
ably smaller than the 4000 or 5000 taka permitted in the project,
 
and often the loans were smaller than desired by the borrower.
 
Some bank officials state that they give modest loans Ito be 
sure
 
people get in the habit of repaying, but increase the amonts in
 

I 



ze-bo~zo .,In,.;',Iuite o:tor, ala, bank o fici.] have rules of 
thuliJ albout a a-ro aT 108" t, 1orite 	loa" 
 (3'i ....
 

has 1 jo!,ya (an 	 acre he coac;,. ' ooT " " 4oi 
and he sh1d d e . i:"itcdtff t o 1!in,"; 02k lo o CO[I f) Or )( 

hi-tarka 	 Lit :no L0 i1 av.-:L 02 'Z. t2 a de:1. is sl;--iit... 

t.i0o ... l t 	 aret..n 	fe.,liu 
 o' 	 on 

oote 	 tial is l.i Loins for d o:,o:;ic c:::.0 tio a iOc smail1 
an( lon 3 paovide m ,y o .'lendini; e J 

loan )uIr)o;cs 


to c':lof,.or1 	 .'W,',-:, but those 
are not ..u..' , ecid to o 0:1n+ officials 

TAILE 14: UC LOs:;! u 1.,.,,,:71	 w; : : L0.J 

Amnount o f Loan ( i'ia) 

0 -- :0"1- 1000- .00-O 
Loan Use 50 0 1 )000 -"DO 3000+ Nil Total 

1. Crop 	 13 6 72 4 14 7 2172. falil trade 10 30 	 62 581 	 14 2023. Livestock ra.ising 11 	 78 1621 	 71 7 17114 Plo'", O"< "urc'oase 13 15 64 :26 7
5. ic kS .,/cart 1 	

125 
6 2 	 19 1 51

6. Domestio consump
tion 2 19 10 12 4m7.. le~nding 3 2 24 7 	 368. .£ico processing 2 16 4 69. easonal crop bus 	

28 
11 5 5 	 2110. Milk cow purchase 1 8 
 1 	 6 16
11 Rabi crops 
 1 10 
 1 	 12
12. Bamnboo crafts 1 5 5 	 1113. Fish forming 
 1 2 3 2 1 	 914. ;eaving 
 5 	 515. Other 
 2 	 2 1 5 

16. 	Repayment of old
 
loans 
 2 
 2 	 117. NR? 


18. Blacksmith 	
1 2 3 

2 
 2
19. Barber 
 1 
 I
20. Nurse/dai 
 1 
 I
21. Carpenter 
 1 

22. Land releasing 	

1
 
1 
 1
 

58 	 182 
 349 253 101 26 969.11/
 

Note: 1/ 11=765; table includes multiple uses 
of loans
 

Source: Anthropological Survey of Borrowers.
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Actual sesT8 and Bank Records
 

Table 15 on following page 969
shows actual uses of the cur
rent or lates u loan o, 765 respondent', and the bank record
 
of purpose ag,,ainst each loano
 

3om( of the lo:n. used for crew, we.e recorded as for buy
ing plow o,:en, or for- small trade Yut; some of the loans used 
for small trade were recoded ,ops oras Coile for buyin,; plow 
oxen. Livestock raising is the thiT, :u,,t common use. but it
is sometimes refereed to as "beelt.' a term less
 
appropriate in Bangladesh, and inl ft';l:nany such loans were

taken for buying plow oxen . More 
 were purchased than 
were recorded in loan purposes; this i:v,- be because where
 
interest rates are 
variable ricksha. lons are recorded as for
agriculture or anirals because :n~erest -ates are 13% and 2?4%,
 
instead of 3.
 

None of the loans used fo' dom7:ief.tic purposes, relending

for profit, or repayment of old 
debt , were recorded for such
 
purposes in the sanks.
 

Most borrowers add the amount of the loan to their fanily

income, and actually snend 
 it on several purposes. They may also

chang e their priorities between the 
 time of loan application

and loan utilization
0 As lonr, as borrowers repay and the rate 
of interest covers the expense of a(Linistering the loans,
probably it should not be a great cause of worry if loans are

used for other th~an the stated purposes, or partly used 
 for 
consumption.
 

Actual Uses by Categories
 

Table 16 is given in 8 parts; 
table 16 being,C summary of 
tables 16A through 16G. 



C
\J 

sisu
t9

T
a
t 

P
U
B
T
 

O
E
F
 

srnvoi 
j
o
 
4.uamgiudea 

*6t, 

O
I
U
T
P
U
O
T
D
J
 
e
q
.
 

q
4~ 

T
 S

:t 
O

 
L
j
 

J
G
.
U
C
1
r
4
 

*1
j4

 

C
)
 

E
. P

4
 0 

0J~O
oque F 

4
: 

4
v
C
q
~
l
 

o
 

o
d
L
 ~U

pI1Jr\ 

Q
.
'
O
~
 

0 

qs~j 

-tN
N

 
Q

W
 

E
 

0j 

s
n
q
o
 
T
u
u
o
s
-

C\1 

co~ 
N

 N
 

0
~

 

.1 

0'%
C

 

0 4
C
M
 

j-'O
 

-0
-

p 

CCJ'C 

n
;

.
l
f
.
f

L
C

\C
 

O
0
 M

f 

C
o
 

Q
4C

 
C

\JH
 

f: 
-

'J 
co 

44 

r-p, 

P
i

bfl 
0 

-3P1)M
 

o
 

j:4
p
 

o 
c
.0

)o
4
1
F

u
 

-
d

 
p

 
P

 
L

 
cor-9. r-

W
a0

0 
)-

)a) 
1 

I 

0
)V

-0
.~.P 

0
w

 
In

 
f4W

U
)w

C
 

$ 
4
U

F
)H

P
 

H
~

f 
-H

C
 ) 

-0 
d 

r 
C

 
0 

a) 
(1) (z -PP

.4 
r-4 U

) f 
D

I 
-

n 
$

:r
 

4 
; 



28
 

Fully 53.2% of RFEP loans are used entirely or partly for'
 
livestock/poultry/fishing, listed as 
"agriculture-related" in
 
the bank records. Of these, buying plow oxen, raising live
stock or calves, and buying milk cows are the most important,
 
though loans for goat raising and chicken raising are also
 
popular in some areas. Loans for fish farming (cleaning and
 
stocking 	pukur, 
or local 	tanks) are few, and this categor-j
 
could be promoted in the follow-on project, in conjunction with
 
the various government and private efforts to promote fish
 
farming (see p. 41 below).
 

Tables 16 and 16B show that 34.1% 
of RFEP loans were used
 
entirely or partly for 
small trade or business. Over hal-lV of
 
such loans are used for shops in b~zars, and 33% are used for
 
trading in hat, periodic markets usually meeting twice a week,
 
but sometimes once or thrice. Some borrowers conduct business
 
from their homes or on the street.
 

TABLE T6 	 ACTUAL USES OF RFEP LOANS
 

No. of
Loan Use 
 Loans 	 % of Total 

Livestock/poultry/fishing 
 407 53.2%
 
Business/trade 
 261 34.1
 
Agriculture 
 226 29.5
 
Domestic/consumption 
 59 7.7
 
Transport 
 54 7.1
 
Industry 
 36 4.7
 
Relending 
 34 4.4
 
Repayment of old debts 
 4 .5
 
NR 
 .4
 

Total 
 108. 141.6%
 

Note: I/ 	N=765, but table shows that many used loans for two or
 
more purposes; more uses are shown here than in Table

15 because multiple uses within categories are included
 

Source: 	 Anthropological Survey of Borrowers.
 

I;i~ .... 	 I i '. .. j ii
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PABLE 16A RFEd LOANS FOR LIVL:STOCK/POU LTh Y/YIFiiG 

Plow ox/buffalo 

Calf rais3ing 

Milk cow 

48.7b 

41.3 

15.1 

Goat/sheep 8.7 

Chickens 
Fi shing 

6.7 
3.2 

Ducks 2.9 

Fish farrinf 1.0 

Other and Ui?- 2.0 

Tot ,il 19. / 

jINote: 1/ "ome loans were 
major category. 

used 
(N3-i%) 

for two or more purposes with the 

IABLE 16B RFEP LOA S FOR BUSINESS
 

Location Main Conmodity Traded 

Bazar(permanent market) 53.O% Paddy/rice/wheat 25.9%
 

Hat(periodic market) 32.9 General groceries 17.6 

Home 7.8 Restaurant/tea shop 10.6 

Street hawking 2.0 Hustard/miuitard oil 7.8 

Bus stand/rail station 1.2 Other seasonal crop 7.5 
N.R. and other 3.1 Dried fish 7.1 
Total f100.0 Potatoes 5.9 

Total 5.9
 

Businessmam Catefgory Cloth 2.7 

Shopkeeper 41.6% Cattle 2.7
 

Bepari('holeseller) 32.9 Shoes/sandles 1.6 

10.6
Feriwala(itinerant) 13.3 NR and other 


Auctioneer .4 Total 100.0
 

Others and 141Z 11.8 

Total 100.0% 



TABLE 16C RFEP LOANS 

Crop Type Percentage 

IRRI/boro 

Aus/aman 

Wheat 

Potatoes/rabi crop 


Mustard 


Chilis 


Jute 


Ginger 

JBetel leaf 

NR 

38.5% 
30.1 

15.0 

8.0 


2.7 


1.8 

1.8 


.9 

.4 

.9 
Total 100.O7/ 

TABLE 16D 
 RFEP LOANS 

PurDose 

Renting land 

Repayment of mortgaige loan 
Purchase of land 


Land lease arrangement-


Total 


FOR CROPfS 

Use of Lo.an Funds Percentacge 

Water sunriy/ 
ir:,-i,-ati i-on 41.6 

Fertilizer :ur,ch-se 40.3 
Seed ,-r 28. 
Labo.' 21.2
 

Plow purchse/rent 7.5 
Harvest co-5s 2.2
 

Sowinl: Co*t,, 1.3
 
Insecticide purchase .9
 
NR 1.8
 
Total 145.'i% / 

Note: 1/ 98 loans used for 
two or more inputs.
 

FOR LA D
 

1o. of Loans
 

7 

4 

3 

2 

16
 

Note: 1/ In Bangladesh "mortgaging in" 

TABLE 16E RFEP LOANS FOR DONESTIC PURPOSES 

Purpose No. of Loans
 
Livelihood 


42
 
Medical treatment 
 7
 
House repair 
 3 
Gifts 

I 
Religious ceremony 
 I
 
Education expense 
 1
 
Other, Ni 
 4 
Total 
 59 
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TABLE 16F 
 RPFEP i ,'...... TRW... P,-,,
 

Purpose No. of Loans
 

Rickshaw 43
 
Ox cart 
 8
 
Boa t 2 
Push cart 
 1 
Total 


54
 

TABLIE 16G RFEP LOAiS FOiR INDU6TIZIE 
uLnmb er of 

adustr,_Loans PurDose-
Rice husking 11 Paday uchase 
Bamboo handicraft 6 6 bamboo; I tolls, I labor 
Weaving ) 4 yarn; 4 spare parts 
Blacksmithy 5 5 iron and charcoal 
Carpentry 2 2 wood; 'Ibir saw 
Tailoring 2 2 sewing; machine 
Welding 1 1 machine 
Bamboo fan 1 1 tools, I colors 
Fish net 1 1 cordage 
Umbrella stick 1 1 wood 
Rickshaw construction I I raw materials 

Total 36 = 4[7, (N=76C) 

Note: 1/ Some loans used for several items
 

Whereas bankers may suppose 
that a borrower with a shop in a
 
bdzr is a better credit ,risk, it is to be recognized that in
 
many areas there are no bazars 
at all; indeed, it is estimated 
that half the people of Bangladesh never go to to.'ns or b~zdrs 
for their shopping, but only to the local h.it. The same table 
shows that only 41.6/, of borrowers for business or trade have 
their own shops; many are beparl, who may also be itinerant, but
 
usually conduct wholesale business in some merchandise, and some
 



are feriw~lis, who conduct small itinerant; trade, often in
 
specialized products, sometimes buying regularly from handi
cra't or other producers in retirn for loans or supply of raw
 
materials to them. As regards commodities, a quarter of the
 
loans for trade go for the rice (or other grain) business,
 
but generally RFEP loans are not large enough for substantial
 
investment in this business; 
established merchants and trade
 
connections have most of the market and RFEP target people
 
can only engage in this trade at a very local level. Setting
 
up grocery shops (mudi dukn) and tea shops are other popular
 
uses of these loans. There is a tendency to think of loans for
 

petty trade as "non-productive" in the sense that there is not
 
much value-added to the goods. However, experience in many
 
countries has shown that petty trade plays a vital role in
 
generating economic dynamics and a sense of entrepreneurship,
 
on which later diversification of economic activity rests. While
 
it might be undesirable if the larger part of RFEP funds went
 
for capitalizing petty trade, the fact that there is at present
 
so much demand in this area speaks well for latent economic
 
dynamism. In the follow-on project efforts may be made to
 
encourage borrowaing for new and innovative types of business
 

activities.
 

Tables 16 and 160 show that 29.5% of loans are used
 
entirely or partly for crop production. A good percentage of
 
these loans goes for IRRI rice and wheat, which are innovative
 
crops. But a much more 
extensive list of rabi crops, vegetables,
 
fruits, and other commercial crops could be anticipated if
 
agricultural extension work were linked up with RFEP. The agri
cultural purposes for which 
 the loans were used are shown in
 
the table mostly as irrigation, fertilizer, seeds, and field
 
labor, with some for plowing. But apart from this, we have
 
shown in Table 16A that 48.7% of livestock loans go entirely
 
or in part for purchase of plow oxen, so 
the total RFEP contri
bution to agricultural productivity in the target areas is not
 

negligible.
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In addition, the use of these loans for acquiring use of
 
land also mostly comes under agriculture, and is shown in
 
Table 16D.. In our sample, 14 used the loans for renting,
 
releasing, or purchasing land, and 2 used them for relending
 
and got mortgaged land in return. Such uses 
of the loans are
 
not shown in the bank ledger books. But it appears to us that
 
more emphasis could given to use of these loans for leasing
 
(bargR) of land because, first, the really landless among the
 
target group might get a new chance in life thereby, and
 
second, in this circumstance the probability of their repay

ing the loan is good.
 

Loans used for domestic purposes are shown in Table 16E;
 
7.7% of loans are said to have been used entirely or partly
 
fop'such purposes, and we may suspect that the actual figure
 
is considerably higher. Most such loans were used for daily
 

family consumption needs and some were used for medical
 
emergencies and house repair.Often such borrowing may be used
 
for a wedding and a dowry expense, ceremonies, and education
 
costs but the borrower may not state this. Use of RFEP loans
 
for consumption instead of for capital is relatively small
 
considering that some studies of rural credit showed that over
 
70%16 of loans were used for consumption, and about 65% of the
 
non-institutional loans are so used. Wefmay take the attitude that if
 
the borrowers repay, and if the banks can handle the program
 
without subsidy, it should make little difference to the lend
ing institution if some loans are used in ways considered
 
economically "unproductive". There are expenditure necessities
 
in all societies whose value is not measureable in purely
 

economic terms.
 

Loans for transport, mostly rickshaws, are shown in
 
Table 16F. Such loans probably help the borrower individually
 
to re-establish himself. In many areas the number .of rickshaws
 
appears to be proliferating more than may be actually needed.
 
It may be prudent to encourage more lending for ox carts and
 
I , / .
 . ....
 , ...
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boats, which play a direct role in the intensity of trade and
 
commerce in the rural areas. In scome parts of the country,
 
particularly the eastern side, 
ox carts are scarcely known,
 
and a service to the local economy could be done by encourag
ing their introduction through RFEP.
 

Only 4.7% of these loans was used for industry, shown in
 
table 16 and 16G. This is disappointing, and the more so
 
because of these a third were used only for dheki rice husking,
 
while the other cottage and small-scale industries are poorly
 
represented. This may be because some of these artisans get
 
their credit from feriw~las and sell their products to them in
 
return. It may also be because the majority of craftsman in
 
the country are Hindus, and many Hindus feel that having to
 
take loans affects one's dignity (though this was true of
 
landed castes more than the lower castes). It may be suggested
 
that in the follow-on project more attention be paid to this
 
category of loan use, and that BSCIC and other government and
 
private field agencies link up with the loan program to provide
 
all the services needed for small and cottage industry produ
cers. The Rural Industry Study Project (BIDS) shows that there
 
is huge scope in Bangladesh in this area, and that between 13%
 
and 24% of people, depending on the area, have this as their
 
major source of income.
 

Previous and Present RFEP Loans
 

We have not made a special study of trends in loan use;
 
this can be ascertained to some extent in the bank records in
 
which loan use is divided into 3 categories. The majority of
 
borrowers become repeat borrowers, and in some places most have
 
borrowed 3, 4, or 5 times. We found some 
outlets (IRDP', Burhan
uddin, for example) where many borrowers had taken loans 7, 8, i
 
and even 9 times, according to the records. We did notl find
 
any falsification of bank records on this point, though we did 
not
 
make detailed checks on it.
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We did find in a number of outlets that there were noti

fications that lending should cease at some time, such as at
 

the end of February, 1982. Bankers were afraid that if bor

rowers knew there would be no more loans, they would stop
 

making payments. We found that many borrowers repaid and
 

intended to immediately take out a new loan. If the momentum
 

of the project stops, we may predict that defaults will
 

increase much.
 

Table 17 shows uses of one previous loan for borrowers in 

our sample who had had a RFEP loan before, compared to the
 

present or latest loan, and the bank record of its purpose.
 

The general trend is that loans for crops are down, even in
 

the stated bank record; loans for small trade have increased
 

slightly; calf raising is up very much, but this should be
 

balanced against a reported decline in purchase of plow oxen,
 

and these two should probably be read together. Rickshaw
 

purchases are up, seasonal crop business is down, and use for
 

TABLE 17 ACTUAL USES OF PREVIOUS AND PRESENT RFEP LOANS
 

Bank Record
 

Previous Present for Present
 
Use Loan Loan Loan
 

1. Crop 34o /O 22o4% 29.5%
 
2. Small 19.3 20.9 21.1
 
3. Livestock/calf raising 5.7 17.7 9.1
 
4. 'Plowox purchase 21.9 12.9 16.5
 
5. Rickshaw/cart 2.5 5.3 4.6 
6. Rice processing 1.3 2.9 2.1
 
7. Seasonal crop business 5.9 2.7 2.3
 
8. Milk cow purchase .9 1.7 .6
 
9. Rabi crop 1.1 1.2 

10. Bamboo crafts 1.9 1.1 .6
 
11. Fishing .9 .4 
,12. Fish farming 1.3 
:13. Weaving 1.1 .5 .6 
14. Domestic consumption 4.9
 
15. Relending 3.7
 
16. Other 3.1 1.2 12.6
 

Total 100.0% 100.01 100 0
 

*Source: Anthropological Survey of Borrowers 
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cottage industries remains small. There may be more use of the
 
recent loans for domestic consumption and relending.
 

Loan Use, Einloyment, and Econo.ij Dvnai(s 

An important question about the succes of RiEP would be 

its effect in releasing latent e>omic activities, stimulus
 
of production diversit-y and innovati.on, and generation of new 
avenues of employ.-ent. It is di]ficult, to provide quantitative
data, but some indications are in Tables 13 and 1-9.
 
Table 18 shows 968 loan 
uses for 76' loans; each use of loans 
is shown against; oscupation of the borrower. 

The first thinr to be noticed in Table 18 is whait daily
 
wage laborers spend 
 their loans for. '-,e have mentioned that
 
fewer of the truly landless aLcd wage laborers receive iFLP
 
loans than their 
proportion in the popiulation orits. Neverthe
less, this is difficulta croup to i-InI' t-o and the fact that
 
some have received lonns is edn:ouK,,a,;in,. The daily wage 
 labor
ers in our samDle used their loanLs 
 f .-st for buying calves to
 
raise and sell (so..times wrongly ca0led 
 "beef fattening"), and 
secondly, for crops on eithei, their own fragments of l.a-nd oi- on 
leased land, then equally for buyi-, plow oxen, arid for small 
trade. Few of them took up any innovative occupation indusor 
try. But by these four activities some of 
them could improve

their financial position; some of the 
case studies in "Socio
logical Observations" exemplify this. Another popular use of
 
loans by this group is buying rickshaws. But we note that
 
rickshaw drivers numbered 67 in our sample, but only 40 of them
 
used their loans,for rickshaws, 
and 16 used them for agriculture
related activities, while 5 must have been in distress and used
 
them for consumption. We conclude that 
these loans do help some
 
of the indigent people to diversify their income, but 
so far
 
their loan uses are not really innovative.
 

http:innovati.on
http:Econo.ij
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Of farmers who received loans, most used them for cops, 
raisin calves. anr beying plow o:O*r in that order. - quite 
a few tfrmersals,: 'er the loi,- ::o _. -,Otty t ar2(J 
a few tea for . CO bii e I , ":' op.1, 1.....c
 
busine . , ris .I -, ni . e .. C 2!; n1 . i I, O r tio.t l mmoIe 
farmers than oi.;hlors u:' d the ±{ _ "u' . .O L5 . 1 221".1,0l" rt_1-i(:,r,d i 
 '
 

profit , iswhich c' rtainiy a so:-1; of*at;. rreneursh i . Again 
it appears that t looans were i. n'ely h1en ,U1T.fU.,to the .bo
rowel's, as most o tie.. are quick t~o sti:e, but that there were 
not many really snov.tjve uses._ 

As for small t;raderu , we nay note that they are more
 
numerous than the ].o:ncs used for 
 .... trade. rice Processig,
 

and seasonai Cron ousiness 
combin.ed, ,ind sein of them used
 
their loans for ag.iculture-re1ated ;n 
 I;ive,., and oroior
tiona 1.ely
i-oL. ee of' .. e, ,u:-d the 1 o,. fo ' domestic ",fn,,X.,otion, 
It; may t;e s ,... d ti t petty .. " only mrargina i1 profit
able fo' nUtm17 eoar-o 11,..an-y 
 Po0j _eosle try 

to geu so eii ncome b: ; thit s at. very co'.v1:'.ctttive 
and we "w. i; no; 1(".ssiu- that s . .--IL 3.. ,-cn easi provide
 
incor.J to :Tuch la'irg.or nia.bers of t;Oie lanai]es.- f tho e
 
who used FL1" lo.-"n- fo,. re-lendin, for profit were snaiL 
trAders.
 

A further point to notice is thaU the loans taken by
 
artisans and craftsmen (bamboo worker, weaver, fisher, mason,

blacksmith, carpenter, tailor, and barer) 
were in many cases 
not used for thooe occuDtionfl ,j tried to g-;et info naTion on 
use of these loan.s for capital ,and:v. wo.rkin-; capital of these
 
small industries, but the responses 
were too few to bc useful. 
Again, while in some cases capital coan propel the artisan to a 
new level of production, realistically, most of these ,ersons 
operate wih r tle cait 1. Qhi.. if also shown in the 
Rural Industries Study Project (BID1)-,lad the percenta;'e of 
them who used capital be.ond thei..r o,. inherited or carried 
resources ,s very few, When one asks th.cm what they want, they
want, they Say "money" or "ca.nita, but this may e an e::cuse 
for a saturated market, bad manaFe.ment, or poor quality. 

http:la'irg.or
http:combin.ed
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Finally, Table 19 sums up these observations. Ide asked the 

respondents to state whether their RFEP loan was used for 

engaging in work at the previous level, for improved quality or 

quantity of the seje work, or for tin in:ovative activity. 

Only 16.3/ of responses were that the loans were for a work new 

or innovative for the borrower, and of all U!e borowers, only 

6.7% used the lo-ms for a crop they had not. *"own before, 4- for 

another productive activity new to them, " .L:J to oien a new shop, 

and 2'o to start in 'isi.: calves. 1ieverthel esa, in a peasant 

society innovation is slow. In RFEP outlet ,reas where the loan 

program is successful, people do have hi.ghr optimism about their 

income-producing potential. In "6ociologica Observations" some 

case studies are given oC the overall effect of *I"LF- on produc

tive activities. Even the ext nt of inniovation shown in Table 19, 

if continued for some years, would have con::ierable cumulative 

effect. As relur: other e,a;reriched problem.7 , suich as dependence 

of the ludless on daily wage labor, factionali;m and village 

TABLE 19 IFEP LOAN Ui OR iNNOVAi 1 !O1 

Loan used for engaging in previous work at the 43.8% 
samel evel 

Loan used foo improvinf- quality o,. quantity 
of provious work 41.8 

Loan used for work new or inovative to the 
borrower: 16.3
 

New crop 6.7%
 
New oroductive activity 4.0
 
New shop/sales 2.4
 
Calf raising 2.0
 
Rickshaw 0.7
 
Small business 0.5
 

Non-response 
 0.8
 

102.7i/
 

Note: 1/ N=765, but 20 gave two responses
 

Source: Anthropological Survey of Borrowers.
 



power politics, an,d vromen' s ene public eco 1o: jc L"ttv-
ties, wc caIin ot ex, ect iFP to . i..l0 s(-1W a m :-c wnrid. 
'de can at most P, t resul wii- : over ,-Ia decade 02 two ',.ill 
be ir-ni icant.v1 . riv (! , i'I .... ': .i resul t __a utcuari
fi able reul,-s uuh as j-nividul InooS t.:xi::se entrev.,e:i:urship 
whllichl -" Cin t.c U ,vc, real imDPact on Oi:]nt an:'_ .LII(1 1 o;other
 
corlditione i remaiautn, eaual. 

in.: some of the particisatio; f :-:fli al in't2i utios
 
attem,:tcfd to arrange _iinkaiges for burrowers, to provide exivcr
tise for nroductive ,urposes. t.Irrani -ank tried the small farmer 
service center concept, but it was drouped. Janata Bank had the 
area developmnt roach, ,hich .s to some extent bein- imple
mented but the Lgoal of all-roun(i e fco"veloDient 
h as been 
dropped. Pubali Ba.k tried an "o:nbudsman" concept in which 
referrals would be made for technical services, but it has not 
had much impact, and the term has been drooped. I]DP is supoosed 
to provide linkaLes through its mult.i-purpose cooperatives, but
 
such services did not 
seem to have much effect on borrowers in
 
the outlets visited.
 

These attempts were less than successful because banks do 
not really have expertise in any field except finance. At the
 
same time,it is desirable that the follow-on project be so
 
designed that it generates as 
much economic dynamism, innovation,
 
and new productivity as possible. The sutq-estion is made here,
 
therefore, that the follow-on progTram be designed from the 
beginning to involve the field au:ncies having technical exper
tise in the uses to which the loans are put. There are many field
 
agencies in Bangladesh which are t: 
{infc to stimulate new and
 
increased production but are not associated with a credit program0
 
The two should be married.
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The following is a list of aencies ;hicc. beshould 
contacted, and pci'haps agree1eir.s with them .ou be drawn 
up as to how their field ,j(-cnts could refu, clients to the 
banks for loans, and the fi:ld a'[ents would .h,)n rrovide 
the technical assiltance wrd try to help ti.: borrower be in 
a position to repay. 

Government a ,;encies: 

BSCIC (3anrlidesh mail and Cottage Industries Corp.) and 
District InJut,,'ries Centers 

nsldesh i1acdlooa Board 

Sericul uure iHoird 

Fisherie, Department and thana fisheries officers 
Animal Hus-bandry Department and thana animal husbandry
officers 

Forestry Department and district of fic ers 
Cotton Jevelopment Board 

Ministry of Commerce - for bazars and hits 
iRDP - for loans for local production not covered by
their credit system area development boards (Chittagong
 
Hill Tracts, Offshore Islands,Haor, etc.)
 

Private ai,,encies:
 

All imoortant voluntary aiencies (BRAC, iRDHS, CCB MCC,
 
CHIP, etc.)
 

Chambers of Comnerce
 

Banglacraft
 

ADAB (to coordinate agencies for agriculture)
 

MIDAS; (to coordinate agencies for small industries)
 

For example, BSCIC does not have an availabli source of 
cottage industry credit to which it may refer its clients. Yet 
it is in the process of setting up District Industries Centers 
with field agents. Our data shows that if the follow-on project 
is to have an affect on develorment of small industries some
thing more than loans should be provided. An afgreement may be 
made whereby BSCIC field a."enls would find and recommend the 
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borrowers (under incentive), who would be given loans by the
 
bank, and the BSCIC field agents would provide all technical
 
and marketing assistance and keep track of the borrowers.Such
 
an agreement has recently been signed between BSCIC and BKB
 
for small loans for women's industries and enterprises in"
 
four thanas, with funds provided by USAID. This agreement may
 
serve as a model, and the other above-named government agen
cies should be appraised of the follow-on project and linked
 
in a formal way with it.
 

There are many private and voluntary agencies, but they
 
may be contacted under two heads. The agricultural and
 
agricultural  related agencies may be contacted with
 
ADAB as an intermediary. The agencies interested in promoting
 
small industries or other small enterprises could be contacted
 
with PIDAS as the intermediary; it has recently been set up
 
with USAID funding for just such linkage purposes. For example,
 
CCDB (Christian Commission for Development in Bangladesh) is
 
now drawing up plans for area enterprise development to sup
plement its agricultural programs in 4 thanas. A scheme has
 
been prepared for tkis, but CCDB lacks a complementary credit
 
program. The RFEP follow-on program could be set up in these
 
thanas, and CCDB field agents would refer its clients to the
 
banks there. The existence of this CCDB project should be
 
known to MIDAS, which might arrange for all the interested
 
agencies to cooperate in a plan whereby their field agents
 
could with confidence refer their clients to the appropriate
 
banks.
 

By this procedure!, the follow-on program would certainly
 
generate more economic dynamism 
innovative production, and
 
in the long run, more relief from unemployment and a better
 
standard of living of.the target group. These suggestions are
 
made as a serious attempt to improve the effectiveness of the
 
follow-on program in achieving its overall goals.
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IV. 	Mal-practices
 

Members of the anthropology team visited 30 outlets, and
 
found or suspected some mal-practice in 12; it may also exist
 
in some of the outlets visited in which it was not the subject
 
of special attention, or where the visit was not long enough
 
to observe it. In no case did the anthropology team audit books
 
or other records, though they were casually checked in some
 
cases. Findings come mostly from comments of borrowers.
 

The mai-practices listed below can be ranked according
 
to their seriousness as follows:
 

1. 	Charging for loan application forms except as official

ly authorized.
 

2. 	Requiring borrowers to get signatures of particular
 
local officials (such as a UP Chairman or a srm
 
£r who then makes a practice of taking a fee from
 
each borrower whose application form he signs. This
 

is rather common.
 

3. 	Allowing a local intermediary, agent, or tout, to
 
interact between the bank and the borrower. He claims
 
to be able to influence the bank on behalf of the
 
borrower, and his cut comes either as a presentation
 
from the borrower or is deducted from the loan at the
 
time of disbursement. He may also be in league with
 
local political figures.
 

4. 	Gross mal-practice, such as falsification of books,
 
giving loans to fictitious names, diverting funds,
 
allowing political influence to determine target areas
 
for profit of certain persons, requiring borrowers to
 
get supplies from sources disadvantageous to them,
 
disbursing less than the stated amount of the loan,
 
and requiring borrowers to pay irregular travel or 
other expenses of cooperative officials. All these are 
noted to .have occurred. 
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Several respondents have said that bribes are required
 
in other loan programs but not in RFEP. Subjectively, we
 
suppose that RFEP is 
a cleaner operation than some other
 
programs, partly because it is new and experimental, and 
partly because of supervision. People commonly say that when 
bank loans are disbursed 10%16 is deducted; this may sometimes 
happen, but one suspects that people simply mistrust banks
 
and repeat this figure without knowing whether it is accurate
 
(in the same 
way that they repeat that interest on non-insti
tutional loans is usually 10% a month, when in fact it is
 
usually less). Most RFEP borrowers questioned said they got
 
the actual loan amount in their hand, but a number suspected
 
the bank because savings were deducted by compulsion or
 
pressure of the banker. In a few cases we 
found that there was
 
a deduction as a bribe, but they were 
few.
 

Out of 420 respondents (Special Anthropology Survey)
 
conducted in the vicinity of 4 outlets (Natore, Feni, Shadu
hati, Bhatra), none reported knowing of an incident of bribery
 
in connection with RFEP, but 33 reported knowing of it for
 
other bank loans, and 2 for cooperative loans.
 

'I 

One may surmise, however, that in the follow-on Rural
 
Finance Project, mal-practice might become more entrenched, as
 
the projectbecomesmore bureaucratized, and as 
it passes the
 
experimental stage with its enthusiasm, checking, and super
vision. Special care should be taken in the follow-on project
 
to nip in the bud all'forms of real-practice such as those
 
noted below.
 

The mal-practices noted for RFEP are as follows:
 

Pubali, Shahbazpur, Comilla
 

At this outlet 15 borrowers said that they had to pay
Tk. 10 each to the loan officer to get the application forp.
The loan officer justified this by saying that Tk. 10'was needed
 
to pay a person who filled in the application forms on behalf
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of the borrowers. No borrower complained of any other bribe.
 

No baseline survey had been taken at this outlet.
 

Rupali, Rahmatpur, Barisal
 

RFEP at this outlet appears to be working reasonably well
 
and the village agents work hard; there were no complaints
 
against bank officials.
 

However, applications have to be signed by an important
 
person such as UP Chairman or matabbar. One chairman in
 
particular seems to be taking some payment for signing,according
 
to the statements of bor:rowers. One poor man said, "I gave him
 
Tk. 5 to make him happy. But he is a good man." As to such 
payments, the bank officials said "such things happen by chance,
 
and especially for the poor people."
 

BKB, Manikganj, Dacca
 

At this outlet, 20 borrowers interviewed said that they

had to pay Tk. 10 to the Loan Officer to get the loan applica
tion form. Actually BKB charges loan application fee of Tk 10
 
for loans above Tk. 2,000 to Tk. 5,000, so these may not all
 
represent mal-practice.
 

BKB, Madaripur, Faridpur
 

This outlet lends at 24%; as of November 30, 1981, there
 
had been 1557 loans and overdues were about 8%. At the time of
 
the visit there were 759 borrowers, but all these had to be
 
handled by one loan officer plus one woman who spends all her
 
time keeping books. He is so busy he disburses loans only on
 
Mondays. He needs an assistant loan officer. (The author
 
visited this site in February, but a field audit made of this
 
outlet on November 28, 1981 disclosed 2 loan officers and one
 
women assistant were on duty there).
 

The branch requires all RFEP loan applications to be signed

by the UP Chairman, who is a powerful man. The bank requires

this for reasons known best to the bankers. RFEP obviously
 
supports his interest somehow, but we could not determine for
 
sure if there is regular illicit payment. We asked several
 
people and got evasive answers. One man said the rich get loans
 
faster than the poor. Another said it sometimes takes 2 or 3
 
months to get a loan. But another said definitely he did not
 
make a payment. All borrowers said they got the borrowed amounts
 
in their hand, minus any savings. As to such bribery, the Loan
 
Officer said "that does happen - there is a local rumor." The 
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landless did not come forward to take loans; all of them said
they would be afraid to. I have the feeling there is some
local political involvement we did not uncover.
 

This BKB outlet should be more flexible about requiring the
UP Chairman to sign applications, and if there is any payment
required, should correct the matter. Another loan officer, if
appointed, could enable the bank to evaluate applications

directly with more care.
 

IRDP, Chauddagram, Comilla 

In this outlet repayment is good. Nevertheless, 10 borrowers interviewed stated that they had to pay bribes to the
manager, a portion of which goes to the IRDP Inspector. Several
said the bribe was Tk. 75 per loan. Abdul Momin, Vice-president
of Boras KSS, Chauddagram IRDP, informed us that in fact noloan was disbursed without bribe to the IRDP officials. He saidthe bribe is included in the savings and shares of the borrowers so they are not always aware that they are paying extra. According to him, while disbursing Tk. 135,000, IRDP officials have
taken Tk. 5000 improperly from the borrowers.
 

Separate confirmation of the existence of this problem
comes from the sociological survey taken there, in which 6 out
of 25 borrowers volunteered the information that they paid Tk.10
 
or more to the Inspector per loan. 

Joshaidighi Bhumihin Cooperative, hRDPflatore, Rajshahi 

17 persons in this samiti took RFEP loans in 1980, for small
trade and goat .raising. is-they landlessare and live in a suburban area and do odd jobs, they form an unstable population.
Repayment was bad, and no repeat loans were given, and no further
loans were given through this samiti, to the credit of the

Inspector.
 

The reason for poor repayment is that the former samiti
chairman left Tk. 160,000 unaccounted for, so a new committee
 was formed which filed a case 
against him. It was found that theloans were mostly given to his followers and the real targetgroup didn't get many loans. The loans will probably nevqr be 
repaid. 

DattaDara Samiti, IRDP, Natore, Rajshahi 

This is a bazar area near tow.nl in which most loans wiere usedfor small trade. Repayment is poor, and the Inspector had stopped
giving more loans till overdues ar paid. 
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The sdiniti manager has a big shop. lie said one loan hadbeen given to a woman, to make ch~nA chur (snack food), Wefound out that no woman got a loan, but that it was given
to a friend of the manager. There was also a conflict betweenthe manager and the secretary about the patronag-e they exerted
through RFEP. Having found one clear piece of false informa
tion in this samiti, it is possible there are other such
 
instances.
 

BSBL, Buildah, Kushtia 

This outlet, as of October 31, 1981, 
had repayment of
Tk. 131,000 and overdues of 171,000. It operates in a suburb

of Kushtia town with an unstable population. It was formed by a
local leader who tried to use it 
to get some "enemy property"

which was lying vacait; the society he formed was supposed

to be for the landless (bhumihin), but in fact most of them

do some trading in the to=n. 
The land was not obtained, and
 
now RFEP is the only function of the society.
 

In the Central Bank in Kushtia, BSBL officers said the
overdues are because the secretary of the samiti is not doing
his job well. The managing committee shoul-me-e- once a month,

but it is not meeting regularly. The bank has filed cases
 
against 10 chronic defaulters of RFEP loans. The samiti
secretary says he doesn't know about this, that f iTngcases

is his business, and that he has filed 6. Borrowers are not
much concerned about this, 
as they say not everybody can be

taken to court. The Subdivisional Cooperatives Officer in
Kushtia said that loans in Buildah will not be recovered because

the population is unstable, and also because 
there are so many
"paper transactions" going on. 

The samiti secretary says the overdues are in business loans,

not crop loans. But he also said that the area is suffering

because it is low-lying and was damaged by a flood. He warns
that if because of overdues RFEP does not continue, none will
 repay. He said BSBL procedure is too long, and if the system is
changed he can get repayments coming in. As for bribes, he said

that "all banks and ministers in the country do it."
 

Borrowers and non-borrowers in the target area indicate
loss of confidence in the samiti, and some also think the secre
tary is not honest. They also doubt the integrity of the BSBL
officials. It is said that at time of disbursement some of the
funds are kept back. On one occasion when the Assistant Loan
Officer and the secretary were disbursing loans a quarrel arose
between them on the disposition of the illicit payments. Because of
this lack of confidence, non-payment has gained momentum, and
 
many people are not inclined now to try to pay, as some have
heard they may not get more loans anyway. Some also say the
secretary formerly had an official position in which he practiced 
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some mal-administration. Some borrowers also suspect the
 
Executive Officer of the Samabaya Bank in Kushtia, rather than
 
the Assistant Loan Officer. Some say that it takes 3 to 6 months
 
to get loans (the applications have to go to Dacca), and this
tardiness causes late 
repayments. The Assistant Loan Orficer
 
says Buildan was selecteu for RFEP before he came, and he cannot
 
bear responsibility for this seiection, but he has selected two
 
new outlets which are working better.
 

BSBL Panti, Kushtia
 

RFEP in this outlet is working well, and all the borrowers
 
are farmers who have taken loans for sugar cane, and have repaid.
They have confidence in their secretary and committee, and have 
no complaints about improper management, but rather praise for 
their cooperative. 

However, the samiti secretary said that he had to pay

Tk. 200 from his own pocket to get the Central Bank in Kushtia
 
to forward the applications for RFEP loans to Dacca for approval,

which further implicates the officials of BSBL there.
 

BSBL, Batazore, Barisal
 

At this outlet the overdues were more than repayments

(October 51, 1981); by the time of our visit (February 15, 1982)

it was said 124 loans had been made. All borrowers have land,

and had given actual mortgages of their land on stamped paper,

which we saw. Those who did not have land were guaranteed by

somebody who had mortgaged his land on behalf of the RFEP bor
rower.
 

The Secretary, Wazid-al-Faruq, said repayment is bad
 
because of too much rain, then a flood, then a droughtin the fall
 
which spoiled the p~U, but thinks overdues will be paid. He said
 
no bribe is taken.
 

Interviews were conducted with 8 borrowers and non-borrowers
 
in the bazar. Two belong to the target group and applied for
 
loans but did not get them, and think the reason is they did not
 
give bribes. Another said he is too poor to pay the bribes and
 
other fees to get a loan so he did not apply. Two persons said
 
that the managei took fees and a bribe from somebody, but that
 
person did not get the loan and his money,has not been returned.
 
Another said that a loan had been disbursed in his name but he
 
did not get it, and he knows three other cases of the same. Two
 
interviewees who are not of the target group, stated that most
 
of the loans are disbursed to rich people or to friends of the
 
manager. One borrower said loans are disbursed to the target
 
group and the manager does not take any bribes.
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Four interviewees said repayment is poor because people
 
have to give bribes and they do not get much benefit from the
 
loan, so do not repay. But two others said poor payment is
 
because the n crop was spoiled. But all the interviewees
 
said that 30interest (for business) is very high, and they
 
would like loans at 12yor 15%. This outlet comes under the
 
Samabaya Central Bank at Barisal, about which we also have
 
some doubts (see below).
 

BSBL, Taltoli, Barisal
 

This society began in 1972 and took on RFEP in 1979, and
 
is affiliated with the Central Bank in Barisal. It operates in
 
an area of Barisal tow'. AR of October 31, 1981, repayment was
 
Tk. 185,000 and overdues Tk. 112,000
 

To join and get a loan, fees should be Tk. 20 (share 10,
 
application form 5, other fees 3, and admission fee 2). But two
 
interviewees said they paid Tk. 25, 3 paid Tk. 40, and 4 paid

Tk. 50. Besides this, two interviewees said they had to pay

Tk. 100 for each Tk. 1000 borrowed.
 

Borrowers found that BSBL officials did not write in their
 
cash book the figures which they wrote in borrower's savings
 
books. This mal-practice was discovered by an audit committee
 
organized by the borrowers. They found, for example, that bor
rower's savings book account No. 1025 had figures not written
 
in the BSBL cash book. The audit committee found Tk. 24,000
 
written in their savings books,but only Tk. 2,179.42 in the
 
cash book.
 

Borrowers who got rickshaws said that the samiti manager
 
said he had to go to Dacca to get rickshaw licenses and that
 
his expense for this was Tk. 400, which was collected from the
 
rickshaw pullers at Tk. 15 each.
 

The manager attended an RFEP training sersion in Khulna in
 
May 1980, and another in November. T.A. and D.A. for this was
 
provided by RFEP, but the BSBL authorities collected Tk. 400
 
from the borrowers for this travel and training.
 

The BSBL authorities also show that they purchased a rice
 
husking machine on 4/12/80 for Tk. 1000, but it is not seen to
 
exist, and borrowers believe the money was used for the personal
 
purposes of the officers.
 

The samitiimanager also took a loan of Tk. 3000 for his

business whi3chwas not recorded in the loan ledger book, but
 
when the audit committee d-scovered it,the BSBL authorities
 
wrote it down.
 

Mr. Md. Jabbar Khia, son of Abdul Najeed Khan of Charbaria
 
Village, Taltoli, said -mebody had written a loan of Tk. 4000
 

http:2,179.42
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against his name for purchase of a rickshaw, but he did not
it; the audit team discovered this. His borrower's serial 
get
 

number is 146, loan ledger page is 461, and loan disbursement

date is 17/12/81.
 

Another borrower said the list time he took a loan of
Tk. 1000, of which the manager immediately borrowed Tk. 800
giving assurance he would return it in a week, but a year has
passed and he has not returned the money nor the documents of

the borrower.
 

As for the overdues, 7 persons interviewed said they fear
that if they pay their loans the B36BL authority will not write
it in the bank cash book, and then the government will take
action against them. Of these 
 3 said they could actually
repay the money within a week. Only 2 persons are not repaying
because of poor crops, withwhich the loan officer and chairman

also agree.
 

Further, there was a misunderstanding between BSBL officials
and the borrowers because of the audit team. The bank officers
say the audit team does not understand the official documents.
 

All the interviewees said they hope the loan program is notclosed down, but that RFEP or the government will take necessaryaction. On these matters, the B3BL Executive Officer, A.K. Nazier
Ahmed, was also interviewed. He said he heard about mal-practices
at Taltoli only one month before, and "I cannot directly supervise it because I have to make decisions for about 1256 samitis
under this central bank." He says the main cause of overdues is
poor crops, and as 
to the misunderstandings, he said he will
visit Taltoli and take necessary action.
 

There is separate confirmation of mal-practice at this outlet
in the sociolog-ical survey, in which 7 borrowers volunteered the
information that they gave Tk. 10 or more to 
the inspector per
loan.
 

BSBL, Charkali Bari, Kotwali, MyMensingh
 

This outlet (as of October 31, 
1981) had disbursed 86 loans;
repayment was 
Tk. 64,000 and overdue was 45,000.
 

20 borrowers were interviewed, all of whom said they had
lost confidence in the samiti chairman. Many said he could be
easily bribed; 5 borr3wers said they had paid some amount as
majr-an- (bribe) to the chairman to get loans. It was also found
that 
some persons applied for loans, which were sanctioned, but
they never got the loans because the money had been diverted to
some persons reported to be inf1,encial 
 d, closr-e;friends of thechairman. They further added that in this o" some loans were
sanctioned by the chairman to borrowers 
 ' addresses appear
to be false. 

I., ... 
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6ome rickshaw di.ivers inte-viewed sai t:iey did not iget

rickshaw loaus 
,in c ish :Ut in :ind , fro::ri
 
and cycle cs1 in the town .,e oner ;. ''related to
 
the samiti ch ir,S. 2 5: { f ricP>'hv,.s .. 'hir;0her

and the quality 1lower t; 'n.h bOrrOwer es 1.1.'e arranied
 
elsewhere.
 

Non-Institutional Credit(all data in tii s-c tLion is drawn fromthe u-V Of '1-'1 tiI:onal CrtUdit) 
-
 ',1e0A , -a 

~3ytm~of U):-adi ti~io' red anid Jcr 

11 ....,r . ......... . . ... ' .. " ' 
1110 w e l le .s.ta h li ;h. ..d s v;s t :..of fin l ',.c', :cbc osn tiny ;i,is. ; "e r e d i :, . anid t he 

like, w.h"ici m-y.O 0 iO OIfed a 0"*- X'l: m...et , riety economic 

needs, Uut they tend to ;;et obscured by th modern banking 

sytem. while many traditional loans are "n:or::ial" in the sense 
that they may be undo tsu:nentoed, many of tim also abide by tradi
tional forms and are ,art of traditional i ttitutions, and it
 
is not quite correct to call them all "informal" or "non-insti
tutional" unless excludes those terms indi forms
one by enous 

and institutions.
 

The following are the main systems of traditional credit,
 

with their Ban-la terms. But we have found that some of the
 
terms have different meaninss in different Darts of the country.
 

Karja, Karja hasana, or liaulat. These refer to a loan
 

without interest, usually from friends, relatives, neighbors,
 
and well-wishers. The loan usually is a small amount, and the
 
lender has personal assurance of timely repaylment. Such interest

free credit is advocated -in Islamic tradition.
 

Rin. This refers to a loan requiring cash payment of prin
cipal and cash paynent of interest, such as a bank loan.
 

Bandhak, or Bandhaki -in. This is 
a loan of cash against 
some security, such as gold, ornaments, brass utensils, or land. 
The rate of interest may be between 309and 100> of the borrowed 



sum. The security-is returned when the loan is fully repaid, 

with interest. 'vAile bandhak was formerly more widespread, the 

lenders were often Hindu professionalS, many of whom have since
 

left the country. Goldsmiths, silversmiths, and brassmiths
 

commonly gave such loans against vtiuables, and professional 

moneylenders (mahajan) would ofton ie loans against land. 

Dadan. Tlhis refers to a cash loan which is to be repaid in 

the form of produce, but at a ore-determined rate which is lower
 

than the normal price of the produce. The most common form of 

d~dan is repayment of an agricultural loan in the form' of part o1 

the paddy harvest. It is also used by artisans, who may get loani
 

and raw mqterials from itinerant agents (feriw~lE, bep*r!) to
 

whom they pay part or all of their piroduce for him to market. 

Khhikh~lTsT. This is usu-,'ructua',r mortage of land, which is 

common in Bangladesh. In return for :t. cash loan, the borrower 

hands over sorne land to the !en Kcr ".o be used by him for a 

stipulated period of time, which i in effect principal and 

interest. After the lender (lite,'a..ly) "oats" from the land for 

the set timrie, he "i ives back" the led to the owner. This method 

of borrowin- is r~oouular among because they have every 

prospect of recovering their lando 

Kat. This is mortgage of l,,nd, often informal, in which the 

borrower allows the lender to use his land until he is able to 

repay the principal, and no separate interest is computed. This 

is done when the size of the loan is fairly high and the demand 

is heavy. The borrower risks losing his land, but usually there
 

is no transfer of documents. The agreement rests on the relation
 

ship between lender and borrower in the network, and it works
 

particularly if they have known each other for a long time.
 

Lending under kat is well known all over Bangladesh, but in some
 

areas it is defined as mortgage with a sale deed from the bor

rower. 

Reh~n. This refers to a mortgafge agreement on stalled paper 

in which the borrower makes a promis( to repay his loan under 



agreed terms. This is done when the parties do not have a 
relationshio sufficient to make a loan iunder ka-t, and the 
land is legal security. 

zdTfkaul_, or- 6afkabMT5i7. This refers to a deed of sale 

given by the bDrrower to the lender, which he holds until the 
loan is renid. 

PirtTnama. This is a document si:'-cd by the lender in case 
of saIfkaula, in which he ar.ree to return the land together 
with the deed and documents upon re r o the loan. 

IjF;rE, Barffa, Sankaral-i. 'i'hese term, refer to leasing- of 
land and are not necessarily linked wi-ch credit; sankaral 
refers to leasing of land for one agricultural season. 

It can be understood fron the abovo li.s 'tat the concept 
of credit, interest, and security, is well e.-tablished in rural 
Benr.al, ndri{Ff EP builds on this as well as on e:i.,ting familia
rity with bank loans. 

Sources of Traditional Credit 

T able ('0 shows w::o grave non-institutional loans in six 
studies co.n1ducted betweLen ]j'5"Ci and "'l1, lu the estimates in 

the &LP Project Paper, and two columns of our own data. 

Relatives and friends. About one auarter to one half of all 
such loans are given by rcl,'itives and friends, who are the first 
sources a small producer .will usually turn to when in need of 
credit, either for consumption or capital loans xnay be 
without interest, and usually for short periods.. Thiey cannot be 
a major source of liouidity for poor families, because the poor 
seldom get loans sufficient to use as caiual from their rica 
friends and relatives; there is a sayinI that for the poor there 
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re no relatives. This is one of the reasons the landless day
 
aborers do not quickly come to take RFEP loans; they are not
 
ccustomed to thinking that anyone will given them capital
 

oans, though some benefactors might give small charitable
 

o ans. 

Local rich men and landowners. Between 10%and 50% of such
 
oans are from these sources; often it is about one quarter.
 
any such loans are made by local landowners who have a sur
lus, and this activity may also be part of their build-up of
 
f local-political support. A newer trend is that professional
 
d salaried people now sometimes have funds to lend out, and
 

hey may not wish to deposit such funds in banks, for their
 
wn reasons. An alternative is to lend locally in return for
 
sufructuary mortgage of land, by which they may also get a
 

upply of rice.
 

Moneylenders, goldsmith. Moneylenders are, or were, some
imes also goldsmiths, silversmiths, and brasssmiths. As a
 
oneylending class, their activities have declined since
 

dependence. While land is the best security, gold, silver,
 
d brass has traditionally served the purpose too. Many Hindu
 
oneylenders and jewelers have left for India. The credit
 
siness of others has been affected by the prevalence of
 
stitutional credit. In 
some areas there are now no profes

*onal moneylenders.
 

Shopkeepers and traders. Many people have small loans in
 

e.r nearby grocery shops, or with seed dealers or other
 
rehandisers, and often for consumption in the case of local
 
o s. Interest :charges are often concealed in high prices the 
rower feels obliged to'pay at the shop where he has a debt. 
ejiit from merchants and tradesman is also important as a
 
ource 
of capital to persons in small industries. The creditors
 
ten supply raw material: or take care of the marketing 

ie eas the producer is tied to him for obtaining raw materials 

ad for marketing, and such service is in many cases necessary 
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A"mount o: , ( nra) 

Tok-e 10i 501 - ',.01 - 2"1- 5001
3ource of Loan 0-100 
 500 1000 ?)u0 500 10000 10 1'00+ To - n 

C0o1sUmer Sup
r)lier/hop 2) 18 9 
 3 6 62 

Rel:tire 
 6 9 8 10 9 3 2 47 
0i"I ",1 3 7 5 8 3 33
 

Local i. ich man 4 1 3 4 3 
 1 16 
Own landowner 5 2 1 8 
Goldsmith 
 1 1 2
 

29 43 24 26 24 13 9 168 

Loans from relat ives and n-,ij,;hibora conmonly ranf-e from
 
Tk. 500 to Tk. o000. Loans 
 fron, local rich men are for slightly 
higcher amounts on the averagre. Loan:3 from one's own landlord are 
modest, and are ,- ' emerenusually for ecy consumption or for agricul
tural inputs.
 

Loan Security and Land MortELape
 

Table 22 shows thai in our sample 67% of non-institutional 
loas were given aigainst no security, anid 337 were Given against 
land. But some 
loans from shops carried the obligation that the
 
borrower buy at 
the shop where he had his debt, presumably at
 
prices that might be high, and some loans were given according to 
dadan, whereby the crop 
or other on.oduct was considered to be
 

security.
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Land is of the grotes' value as a canital asset find as
 
a iieduTe R~i:a, i t inaflats alsooadis
ion, a basis of political
 
power. .,uite of'te,,n loans :are :,2ade by a !ai.owner to his tenants
 
or laborers ;-hi,h have the ef'f .ct 
o[" enof'nci:i, ir; political
 
follow jnv", :nd quite ote,! -i ar, larido,..'ii.r ,il tr/ to serve
 
as interm.mdi ,.ry to 
appear -s if he werc doin,- a Service to his 
tenants or laborer.-s by en:W!Ib]ing ttem ;o i-ct aHi"i.P loans. But a
 
p'-son havi.:i; ,just a pm:il
iece of land oes uot have much
 
security in that so he m:,y get 
a loan by alo.,,in,: it tu be
 
cultivated by the lenier unler the kat 
s:,ste:n. Loans against
 
usufructuary mort,-age do not result in loss land through
o 


indebtedness.
 

Elortgaf.ing of land and loss of land thereby is reportedly
 
a serious rural problem. The 1968 study (A. Khan, p. 24) showed 
'from one village in Coilla that 41) of families surveyed were 
involved in mortgaGe debt, and 15%o of families had come to the 
position of mortgraging land in one year's tile. Phe average 
amount of such debts was Rs. which was -aheavy at673, debt 
that time. but it appears that land mortgage is uneven in the
 
country, varying according to density of population (more in
 
the heavily populated and marginal subsistence areas), and of
 
course, it would increase in times of calamity.
 



But in our study villages only one third of non-institu
tional loans were against land mortgage, and only 35% of people
had non-institutional loans (Table 2). Moreover, we made an 
effort to ascertain the extent of loss of land through mortgage,

and we found that out of 420 respondents only 10 could actually

cite a case in which a borrower lost his land. Only 3 could cite
 
a case in which violence or threat of violence occurred because
 
of indebtedness. And none of our respondents could cite a case
 
of bonded labor resulting from indebtedness. All three of these 
issues are politically sensitive in India; bonded labor and 
threats of violence to debtors are known to exist, at least in 
some areas. But despite its greater population pressure, these
 
issues seem not 
so pressing in Bangladesh.
 

Interest and Repayment of Non-InstitutionalLoans
 

Table 23 shows that 57% of non-institutional loans in our 
sample are interest-free. Some of these loans carry hidden
 

TABLE 23 INTEREST ON NO11-I1 SzITUTIOi, AL LOANS 

Interest as cash or Repayment Repayment 
as comuted in kind 
 -in cash 
 in kind Totals Percents
 
Without interest 
 96 57.1%
 
0- 20 1 2 3 1.8
 

21- 403 1 14 15 
 8.9
 
41- 60% 
 1 8 9 5.4
 
61- 80% 11 11 
 6.4
 
81-1001% 
 11 15 
 26 15.5
 

101% 1 7 8 4.8
 

15 
 57 168 100 %
 

interest, such as required purchases at the shop of the lender,
 
or political or other support to the lender. Nevertheless, many

of these loans are small amounts given in karja or haulat in
 
the Islamic tradition.
 

I;i 



Of the loans carrying interest, most are to be repaid in
 

kind, especially grain at the time of h6-vest, and in the table
 

only 15 out of 168 loans are shown to carry interest and have
 

to be repaid with cash, as rin. In our study we converted the
 
value of the interest payment in kind to takas, and the true
 

interest paid is shown in Table 23. There is wide variation, but
 

it is common that interest on such loans ranges from 20% to
 

100% a year and a not inconsiderable number of loans in our
 

sample had actual interest of 80% to 1000 a year. However only
 

a few had interest more than 100%.
 

These figures do not really support the assertions that
 

debtors often pay interest rates in the hundreds. We have found
 

instances of 300% and 400% interest, but those were for small
 

loans in specific circumstances. When villagers are asked about
 

the true interest of agricultural loans, they frequently assert
 

it is 1% a month, or 120% a year. Our figures show that interest
 

is not usually this high, but people have a tradition of citing
 

those figures because they wish to assume that moneylenders fle

ece the people. In view of the unsecured nature of such loans,
 

the large number of loans given without interest, and the dif

ference in the price of grain before and after harvest, we may
 

assume that moneylending in general charges interest
 

commensurate with supply and the risks involved. The study of
 

indebtedness in a Comilla village (A. Khan 1968:25) showed only
 

16% of the total outstanding indebtedness repaid in a year, and
 

only 5% of indebted families made repayments. Our own data in
 

Table 25 show that 35% of those having non-institutional loans
 

can't say how long it will: take them to repay° This is not to
 

say that there is no exploitation in traditional rural money

lending, but the level of.'insidious exploitation and loss of
 

mortgaged land is not as high as some might suppose.
 

Table 24!shows that 77% of these loans have no fixed
 

r payment time, though that figure may include some crop loanso
 

i particular, most of the larger loans have no fixed repayment' 

I I 1,I 



time, whereas many of the small lonis, presumably taken for 

subsistence, are to be repaid in 1 to 3 months. 

TABLE 24 NON- INZSTI TUTIONAL LOANS: AO UIITS AND RUPAYNITIP PE, IODS 

Under 
ienayment Periods 

1-3 4-6 7-12 12+ Percent 
I mon- mon- mon- mon- No fixed of 

Amounts(Taka) month ths ths th. ths time Total totals 

0- 100 9 4 17 30 17.9% 

101- 500 6 6 1 32 145 26.8 
501- 1000 2 2 1 17 22 13.1 

1001- 2000 3 1 3 21 28 16.7 
2001- 5000 1 25 26 15.5 
5001-10000 12 12 '7.1 

10001+ 5 5 3.0 
9 15 8 2 5 129(77%) 168 100 % 

Of those who borrowed small amounts, under Tk. 500, most
 
expect to be able to repay within 6 months, and the rest mostly
 
can't say when they might repay; these are borrowerswho mostly
 

TABLE 25 NON-IN6TITUTIONIAL LOANiS: BORROWERS' ESTIMATES OF 
WHFNVREPAYMI=T HIGHT BE POSSIBLE 

Months needed to Loan Size(Takas)
 

repay 0-500 501-1000 1001-530-0-50T Totals Percent
 

0- 6 43 9 10 4 66 59.3% 
7-12 5 1 13 5. 24 14o3 

13-24 4 1 5 3.0 
24+ 1 9 4 14 8.3 
Can't say 24 12 16 7 '35.1 

168 100 % 

have subsistence loans, and some of them are clearly unable to
 
see their e'conomic situation improving. This is deduced from
 
Table 25, which also shows that of those having larger loans,
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many can foresee repayment within 1 or 2 years, and they are 

obviously in better control of their financial situation. 

Occupation and Loan Amounts 

Table 26 shows that farmers take larger loans, and day 

laborers take small loans which would be for subsistence. This 
Iagain suggests that daily wage laborers are not accustomed to 
thinking in terms of taking out loans for use as capital. 

Rickshaw pullers, naturally, take loans mostly in small amounts 

and then in relritively large amounts to buy rickshaws. Loans 

for businesses and shops, as well as most agricultural loans, 

are within the range specified by RFEP. 

TABLE 26 NON-INSTITUTION AL LOINS: OCCUPATIOI AND LOAN AMIOUNT 

Occupation 

Borrower 

of Loan Amount (Taka) 

0-100 101-500 501-1000 1001-5000 5001+ Total 

Farmer 

Day laborer 

Rickshaw puller 

Other business 

Grocery shop 

Service(clerk) 

Tea shop 

Other 

7 

10 

11 

-

0 

1 

-

-

29 

13 

14 

5 

5 

1 

4 

-

1 

43 

15 

1 

1 

2 

2 

2 

-

1 

24 

27 

2 

10 

5 

8 

3 

3 

5 
61 

7 

-

-

3 

1 

-

-

-

11 

69 

27 

27 

15 

12 

10 

3 

5 

168 

Tables 27 and 28 show loan amounts by income and landhold-

ing. Figures given on income are unreliable, but the relation

ip of small income with small loans is apparent. This relation
ip is less clear as regards landholding, because a number of 

ose with under }3acre would have taken loans for business or 

Iiestock and might be relatively well off. These tables show 

that persons in the REP target group normally can and do handle 

10 s of Tk.1000 to Tk.5000, and this range is reasonable for RFEPo 

o 

A 



TABLE 27 
 NON-I 2]TJIOOL ....
' I. BY LO,,I,,AIOU, 

r o ika AmoI owntoo dAnnual inco,,e 0-l,5 10"-K,... -1000 1001- 7(0000+ Tot 
Up to 4000 tak2? 311 , -22 
4001- ,0DO 2- 22 Cq 7 4 
C.00--10o0o 2 9 30 5 5510, 000+ -4 49 ,17 

29 43 
 24 61 
 11 168 

TABLE 28 NON-!1,;ITUTIONAL LOAO:J: LAdID 0'.oSD BY LOA:;: '"o'1T 

.,.i o flln of Lor.n (Taka)Land Ovnd 1(- . ' 

Up to § acre 21 2C 12 31 6 96 
to I acre 
 3 8 4 9  24

1-2 acres 4 , 2 6 - 20 
P+ acres 
 I G6 15 5 28 

49 2443 61 11 

Uses of Non-In:-tiituon l Lo-ins 

Tables N9 "C0fin show that ,,< of non-insttutionl lon-s al 
for consumption, ,54' tor caitalI, anrd 3,> for repavmen , of old
debts. Day laborer-, iricksha, asl,-u, and clerks took such loax1
 
almost entirely for consumption, but crocery and tea shop owners, 
took them entirely Lo use ,ias * 

The loans used for conIu'ri,-)t ori are more or less in line witi

the RFEP loans used for cons',imption and family exneiciiture. 
 It is
probably necessary to recof,nfize the need for consumption loans in
Banfladesh, and to accent that at; le:s;t part of many ioa . will 
fo for consumption. A :arriae ceromorLv or omerf:;encv medical 
eoCense is a more imortant, and ,'-rns more socially productive 
use of money, than is defined by economist. Neverthele.s, the 
follow-on project should make ef.o-tr; to see that loans are not 



TABLE 29 NON-IJaTITUP10:;AL LOXUJS: OOSUHIPTIC:i V :azU6 CAPI 2AL ''" " 

Repayment of 

ConsumDtion Capital old loans 

Occupation: 

Farmer 39 26 3 
Day laborer 21 '1 
Rickshaw Puller 25 4 
Other business 3 11 
Grocery shop 
Service (clerk) 
Tea shop 

8 
10 
1 
3 

1 
1 

Other 12 1 

106 57 5 

Income:
 

Up to 4000 taka 21 1
 
4001- 6000 47 26 1
 
6001-10000 27 25 5
 
10,000+ 11 5 1
 

106 57 5
 

Land Owned:
 

Up to ) acre 65 28 3 
to 1 acre 14 10 

1-2 acres 9 11 
2+ acres 18 8 2 

106 57 5 

used on a large scale entirely for consumption or for relending
 

for profit.
 

The non-institutional loans used for capital purposes are
 

also more or less for the same purposes as are RFEP loans,
 

except" that agriculture is proportionately more and raising of
 

calves is proportionately less. More of the non-institutional
 

capital loans are for urgent production costs, but RFEP loans
 

often represent new oppprtunities, as for buying a milk cow or
 

n1ow oxen, or opening some petty trade, which the borrower
 

might not have taken the initiative to do if RFEP.had not been
 

aIvailable. This suggests that there are indeed many latent
 
economic opportunities which are opened up through such a credit
 

pogram, and if the program remains in place there is no doubt
 

.. . . . . ),iA':.:.i.? :i• : 2,,, :..,L. ::,.. . , . .. :I.' 



that in the target areas where the project is working well,
 

within a few years time a greater sense of economic dynamism
 

is created, non-institutional loans decrease (as shown by our
 

study of the vicinity of 4 target areas), and many individuals
 

will be helped.
 

TABLE 30 N01-INSTITUTIONAL LOAN'S: PURPO3E AND AHOUNT
 

Amount (Taka)
 
101- 501- 1001- 2001- 5001-


Purpose 0-100 00 1000 2000 .000 10000 10000+ Total
 

Consumption:
 

Rice for con
sumption 12 21 11 2 1 47
 

Other consumed
 
groceries 7 4 3 1 1 1 1 18
 

Other household
 
expenses 1 1 2 2 5 2 2 13
 

Marriage cere
mony 1 2 3 2 2 1 11
 

Medical treat
ment 3 2 2 1 8
 
House building 1 2 1 4
 
Purchase of
 
clothes 1 2 2
 

Capital: 

Agriculture 2 2 1 3 2 1 1 12 
Running grocery 
shop 1 1 4- 5 2 11 

Running other 
business 5 1 2 1 1 10 

Livestock purchase 1 2 2 1 6 
Land purchase 1 1 2 1 5 
Running tea shop 1 1 1 3 
Wholesale business 1 1 2 
Rickshaw purchase 1 2 
Paddy seed 1 1 2 
Itinerant business 
(feriwala) I 1 

Cloth business 1 
Pay for day lhbo
rers 11 

Sending son 
abroad for work 1 1
 

Repayment of old 
loans 2 1 2 '5- 3% 

Totals: 2- 73 24 T6 2 _73 9 168 


