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SPECIAL ANTHROPOLOQGICAL RIPORT
FOR THE RURAL FINANCE EXPERIMLNTAL PROJECT

Clarence lialoney
A. B, Sharfuddin Ahmed

Background

This report was prepared with the consulting advice of
Pr.A.B.Sherfuddin, snd with the help of three research assistants
in the Anthropology Section:Md.Wahiduzzaman Cho-“hury,Md. Anwar
Hussain, and Md. Abdul Jalil.

A report, "Sociological Observations", by Sharfuddin and
Malorey., was submitted in February to be part of the third RFEP
Eveluation. The present report supplements those findings. To
conserve space in this report and avoid unnecessary redundancy
some findings in the first report are not repeated here, It is
suggested that report be r2ad in the context of this one for a
full coverage of the study work performed.

This revort paper is based on 3 sets of questionnaire surveys,
two of which were administersd by ocur anthropology team and ones by
the RFEP field research staff.

1. "Anthropological Survey of Borrowers", a quastionnaire having
765 resvondents from 24 outlets in diverse parts of the country
and representing all rarticipating 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 420
respondents from 4 outlets: Natore, Bhatra, Shaduhati, and Feni.
This was administered by the Anthropclogy Section research
assistants. It developed information on nuuber and type of
loans, as well as on attitudes. This was for both borrowers
and non-borrowers in areas around the respective outlets.


















Nevertheless, most peonle now would pr-fer a bank loan to
a non-institutional loan, if they had to take a loan. Table 4 shows
that over three-quarters of respondents wounld prefer to take an
individual bank lcan, and 8% would prefer a2 coopuerntive or Group
loan from an authorized institution. Only 17 nouw would prafer a
non-institutional loan. The main reascns for uretferring non-insti-
tutional loans are that it ic easy to communicats with the lender,

and the loan is available any time withoar formnalities or bribe,

TABLE 4 : PRzFE:ENCE OF LOAN TYPE AND RIAZCNS

Ccop.or Non-ins-
Individual ¢croup titution- No
= Total

Reasons piven for preference loan loan a2l loan Loan

Easy to pay and repeat 185 185

Individualistic feelings 90 20

Easy to communicate with lender 4 35 39

Very difficult to organize 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 availzble any time without

formalities cr bribe 10 10

Prefer to work with fellow

community members 9 9

Lasier and lower interest than

other sources 7 1 | &

In a group one cannot borrow

again till all repay ' 5 5

Nobody will give me a loan,

village pradhan says 3 3

cooperative is good 1 1
320 35 50 15 420

(76.2%) @B.35%)  (11.9%)  (3.6%) (100%)

Source: Special Anthropolopical Survey
|
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Table 4 ccnfirms the preference as stnted in "Jociological
Observations") that the majority of XFEP borrowers prefer individua
loans. The survey yielding the.e data was done in areas where peopl
were faniliar with RFEP ( although orly 227 nad RFEP loans). But th
felt inclined to be individually responsible “or their debts, and
also felt that it i1s difficult and time-consuming to organize a gro
for the jroup loun system, or to raly on the cooperative. However,
cooperative and roup louans are working well in some nlaces, parti-
cularly throurh the hetter IRDP brarnchos and through some of the

Janata outlets.

It is interesting to note in Teble 4 that only %.6 . of respon-
dents state that they don't need a losn. The value of capital is
clearly recognized in Langladesh rural society, :nd it
is our observation that most RFEP borrowers truly want to use their
loans as capital for productive purposes. The section below on non-
institutional loans shows thot in traditionnl Bengali society there
was a comnlex of loan and financial cierangemnents, so that there was
a traditional demand for capital whizh was easily channel~nd by the
comnmercial baaxs when they began to open branches in rural areas.
While these rurul banks at present collect more cuapital than they
give in local loans, XYEP is one mechanism encouraging thea to meet

the truly existing latent deaand for productive small capital,

II. Borrowers and RFEP

Local Politics and Factionalism

The question frequeutly arises as to how muchk a pro;ran such
as RIEP gets controlled by local influentials. According to Table 5
below, 3/4 of the borrowers reported they rcceived help from their
U.P. member or chairman, relative, neighbor, . ram sarkar newnber, or
local businessmen. About 1/4 of the borrowers received help from the




officials of their cooperatives, which is 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 45% got help from the U.P. member,
village official, or srzan sarkar member. In our observations, this
was largely because the banks often require the signature of such

a person on the application form. This gives room for mal-practice,
both indirect in use by the official of a program such as RFEP to
build up his own clientelse, and direct in his possible demaand for
gratuities for signing. Cases have been noted of denial of losns to
persons who are in factions opposing such local officials. These
problems are also referred tc in the pravious paper, "Sociological
Observations". In the absence of security requirements, the banks
moy require signabures ot local officials. The position of the loan

officers is also to be respected; they have to somehow make loans to

TARBLE £ ¢ WiHO HELPED BOHRLMERS GET RFEP LOANS

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 7e3
TCCA director 2.6
locai coopomember 2.1
business man 1.2
member of weaver union . o7
local political leader oD
IRDP employee 0
own landlord o
NR 2e9
158,67

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

Source: Anthropologicul Survey of Borrowers,
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At BEB, Hadaripur, Faridpur out of a sample of 740 horrowers
whose roecords were cexunined in the ledger books, 933 had some
asricultsural land ( at least 1/3 or /2 acre), and wost of the

1

rest were conablishiod braders.

In I20i, Matore, zajshahl, out of & sanitis taking «FIE
loans, cn.y one was eatirely rural, and was composerd of farmers
who had some land; the other gunitic wore semi-urben and included
landless veople, but most of them took loans for pelty trade,and
many defaulted. There wuas no attemvt to make RFEY loans to daily

wage laborers in the more stable rural areas.

In 1RDP, Babuganj, Barisal, most :=cuiti members had some
land, and the landless did not have access te RFEP through IRDP.
So a landless ( bhumihin) samiti was formed. But "landless" for
this purpose was defined as having under two acres, so the truly

landless day laborers still found it ditfficult to get loans.

llany landless laborers, in interviews, said they thought such
loans were not really available for them; they are not accustomed to
expect loans from any source; it is common crough that even relatives
will not lend capital to truly poor kin, and instance are known of
relatives in effect disowning kin who have become 30 poor they are an
enbarrassuent. Table 3 above shows that people who do not take bank
loans often fear the difficulties; psycholoijically they need soumebody
to help them, they have a fear of lcans beccause they have heard stories
in the past about reprisals against poor defaulters, and they know
they have no security. Névertheless, 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 mayb: buy a pair of plow oxen so they could lease land, or take
ur. some productive enterprise. We have shown in "Sociological Obsér—
vations' that the landless floating population around towns such as
Kushtia, Natore, and Mymensingh are not very good targets for unsécured

loans,
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But the landless laborers in rural arcas ave more anenable to
social pressure and are concerned about “heir reputation, and are
better loanecs. An efrort should be mad

to make loans available to the truly noor daily wage laborers in

—

* in the follow-on project

settled rural communitics.

Interest Rates for Loans

Table 6 shows thot Bangladeshis have several ways of computing
interest, in contrast wi.h the standard practice in the west of com-
puting it on an annual basic. Computation of daily interest was not

TABLE 6 : CUSTOMARY METHOD OF COMPUTTIIG TIDEREST

Method No.of respondents for whom method is customary
daily 0

weekly 1

monthly 107

yearly 55

at one time 134

no interest 82

no loan 41

Total 420  Source: Special Anthropologic

Survey.

found customary in our survey sample, “»ut it is known to exist,
particularly in bazars where small treders will borrow from a money-
lender or large merchant in the morni g, buy some wholesale pocd
which they retail throughout the day, aud repoy the loan in the
evening with 10% interest. Computation of interest by the week is
not common. Computation of interest monthly is the most common in
rural Bangladesh. It is fortunate that L¥EP interest rates are set
at 12%, 18% 2405, 20% and 36% which are ciaslly convertible to monthly
rates of 1%, 1%6, 2%, 2¥5 and 2% and many borrcwers will state the
lattcr as their rate of interest. ™higs should be kept in nind in the
follow-on nrogram, and where interest rules are printed the monthly
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TABLE 7 : BORROVERS' SPONTANEOUS F.AVORABLE COMMEITS ABOUT RIEP

1/

Satistfactor, srstem™ 152
Loan htelved me to increase my inconc 35
Formalities were nct a pruulemﬁ/ 2/ 2%
Village agent is o lo2nl persen who helped nuch 18
None save me o loan cwcept D2IED 16
There 13 no need for sccurity 16
Interest rate is Lelpful 1%
It is easy to met a loan 12
It 15 heluful to repay in installments 7
Loan made me a ricksha owner 4
25

1/ The comments "satisfactory systom" are especially from
Sonali, Ay rani, Rupali, Janata, BKB end some from FPubali.

2 The comments about no formulities nil came from J=znata
— . - ~ “ [ "’
Jhikargacha, which has the jyroun lending system,

2/ The comments about usefulness o villare agent are all from
Hupali outlets.

Source: Anthropological Survey of Borrowers.
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TABLE 8 : BORROUE:3' SPONTAWEOUS COMMENWTS ABOUT DIFFICULTIES WITH

2/
3/
&/
5/
&/

RFLP.
A/

High interest 2/ 154
New loan not available unless all group members repay 74
Loan amount was not enough 2; 65
Repavment time is too short s/ 48
Took too much time to get the lcan 6
Not satisfied with banker's behavior 42
Loan inspector tales paynent &/ 13
Bank is too far away 11
No loasn available without land deed

(N=765)
Notes:
1/ Those volunteering discatisfaction with hirh interest can

be cateporised as

Number h-avin:: loans atb: Percent voluntecrine dissatisfaction
127% 165 0 %
18% 26% 6,1
247% 129 1.8
3074 190 , 48 .4
369 18 27,7 (unreliable)

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

Those express 1ng dissatisfaction with loan size are mostly in
Pubali, with some in the cooperatives, Rupali and Sonali.

Those disliking short repayment time are in particulsr outlets
of Sonali, Rupali and Pubali.

Those dislixing long delay in getting loans are all with IRDP
and BS3BL and one Uttara outlet,

Those referring to bribes are with IRDP uhauddagram, and BSBL,
Taltoli.

Source: Anthropoligical Survey of Borrowers.
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A chapter in the bvaluation deport deals witn lozns to wonen.
However, Tavle 11 and 12 reflect opinions by our respondents

(mostly men) about loans to woncn.

TABLE 11:  OFINIOLD OFF RESLCHDEIDS (MOSELY M)

\J -\\;2; ."_[i\l --\/1lflc 43UA;A;\1 J;‘-;L)

Yeo No NA

Can women use lomns profitably? TR 25,7 g
Should a wonan have a loan 1:1 her own

nane 7Ce5 2.3 ol
If co, should she go to the bank? HEIRE 276 28.8
Shoulcd there Le o woman o ficcr in

the bank? 81.9 179 ol
Shoulce female bq.k ofricer go to woman

borrower hounc? 54 .8 45,0 ol
Snonld mele Yank oficer §o to woman

borrower houne? 10,7 89,0 ol

Source: Speccial Anthronolorical Survey

TABLE 12: CTHER SPONTANEOUS OPINIOHS(HOSTLY BY MEN)
CONCERUING WOMEN BORROVISHD

A woman should get a loan only for work she can do at home 26

Women's freedom should be increased by giviny; them loans 26
A women should pet a loan if she has any special skill 8
I do no*% support women getting loans 8
Women engage in house work only 6
Women organized a society but local financial institu-

tion shows no interest 5
A womar. 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 anything if she breaks parda 1
Many women do not get loans because their husbands

already have loans 1
No answer 2%%

Source: Special Anthropological Survey



Most men think womern can use loans profitably, and should
borrow in their own nanes. The uncertainty couties on the point of

)

parda, about womc sn's moing out to public pleens. O those wno Lhink
a woman snhould have a loan in her own nanac, only 404 thini sne should

be able to o to the burt nerself. Most roo-condeats tuink thore should

be a woman officer in the bank, but for soxne this conflicts with the vie

thdat women should not go out to a vublic . luce like a bauk in any
case. Only 5%¢ think a female bank ofifizer chould visit the bhomes of
women borrowers; this is not only troublesome and costly to the bank,
but it appecars that many wen have scone sitation about theilr women
talking business themselves, cven with another women, Usuelly it is
the man's responsibility to provide for cconomic matters and subsis
tence, and some arc reluctant to put such oblijetions on women as a
matter of nride. As to the guestion of whether male baok officers
should visit women borrowers in their houscs, 890 of resnondeuts say
no. They are bound to say that by the decorum of parda, whether or
not they would actually object 1f indeed a mele bank officer came to
their houses. Ideally, it seemns a woman zshould be able to take a loan
in her own name and utilize the money, but she should prebably be
scorted to the bank and discuss the matter in the presence of her

escort.

BKB hus women officers in its RFEP operations, but they are
deputed mninly to keep books, and also to collect savinpgs {rom women.
They arc to refer potential women borrowers to vhe BEB loan officer.
Several of the women doing this work indicated titat they [elt !'hey

could make loans to women, ii they had the power to sancticn then,
i

o

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

be tried in the fcllow-cn vjeet.

e
3

Table 12 shows othor respeases veluntesred by respondentu(mostly
men) about women's loons. Some are clearly of the opinion $hut the
women should stay at homc for whatever work they do. Cthers llnk tha®
loans will help women get increased f{roedom. [lany resnondents do not

care much about women's loans and have no special comment. Ve also


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

ro
\WN

found that in many banks there was o lach ol interest or
activity in the subject, wnd the idea of nrumeting women loans

was not congenial to sone o the vank of 3y vhile in oo fow

ases there were sincere cfforts in this repard., This shows up
in the very snotty distribuvion of women's lorms; some outlets
have almost none and others have relatively larce nunbers,

Savinps

Table shows 20 respondent .2 had sone

kind of
Few had RFEP savings for capital use,

12 that of our i1
savings, either in a bank, in 4FEP, or self—manawed.

but nainly for consumpe

sion and emergencies. Lut 58% of RFEP savers would net have
saved there had it not been for the pressure of the banker, Most

of those wno had no savings declared that tiney have no surplus

to save, which is not correct in many crses.

TABLE 13: SAVINGL e TYPE AID PURFQLZ

i
Have come savinrs 41 ,27%"

22.6%
1743

Other bank cavings

R¥EP savings

iNote:

Source:

Bavings by selr 15.2
Cuuse of V75 savings
‘or consunntion 43 ,.8%
fressure by banker 28.4
r'or ¢apital 17 .8
No snavinrs 58.8
Cause oI no vank savings
No surplus to save 88.1%

by self

too complex

Prefer to save
Bank 1is
Never thought of it

Not interested

1/ Some respendents had more than one type of

“necial Anthropological Survey

8.9
1.7
.9
n

SAvVIiNngs.






re-borrowing. Juite orten, also, bank ofricinls nave rules of
thumb about apnropriate loan amounts for certain nurroses; if

a man has only 1 acre he cannos sunnort 5 oor 4 cattle on it

and he should te limited to o livestook loan of 1000 or 2C00
taka at most. The averase loon size for amall trade is slightly
hipher thon Tor wrriculture, ant loane Tor rickrhaws are on the
eversire even higher, Hub moest of the rice nrocessing loans are
taken for 4h8%i, oonotings Lxowonen, nni o the lonn utilizasion

rotentlal is smqll, Lonns for donestic cornunntion are small,

end loans to provide noncy for pelending are larger, but those

loan purposes are not usually stated Lo tha Tank of'ficials,

2

TABLE 14 £CLUAL LOAT Ui BY LOANT akeunn
Amount of Loan (laia)

0 ~ 501- 1000~ 2000~
500 1000 2000 2000 3000+ EB. Total

217
202
174
125

o1

47

36

28

21

6 16
12

11

P

2

>

Loan Use

1. Crop 1% 63 70 43 14
2. “mall +trade 10 50 81 o2 14
5. Livestock rarsing 11 21 78 58 16
4. Plow ox vurchase 13 15 o4 26 7
5. Hickshaw/cart 1 6 2 22 19

= NI~y

6. Domesti~ consunp-

tion 2 19 10 12
7. Relending 3 2 24
8 6 $
9

~3 &

. tice processing e 1
« teasonal crop bus 11
10. Milk cow purchase
11. Rabi crops
12. Bamboo crafts 1
1%. Fish ferming 1
14, veaving
%+ Other
16. Repayment of old
loans
17. N 1
18, Blacksmith
19. Barber 1
20. Nurse/dai
21. Carpenter
22. Land releasing 1

—————— cmm— R

58 182 349 253 409 26  9sal/

ACTRE \C I A NN
A
o n PO\ =\
o =S\ A\ \J1
~

RN
'_5_\_\_\,'\)\;

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

Source: Anthropological Survey of Borrowers.
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Actual V'ses and Bank Records

Table 15 on following page shows 969 actual uses of the cur-
rent or latest loan of 765 respendents, and the bank record

of purpose against ench loan.

Some of the loans used for Crons were recorded as for buy-
ing plow oxen, or for small trade, 'u% some of the loans used
for small trade were recorded as for crons or for buying plow
oxen. Livestock raising is the third awnst common use, but it
is sometines referred to as "beel fattening," a term less
appropriate in Bangladesh, and in ftact many such loans were
taken for buying plow oxen, More ricrishaws vere purchased than
were recorded in loan PUrnoses; this mic-ht be because where
interest rates are variable rickshuw loans are recorded as for
agriculture or animals because interest rates are 18% and 249

instead of 30%.

Hone of the loans used for domestic purposes, relending
for profit, or repayment of old debts, were recorded for such

purposes in the uvanks,

Most borrowers add the anount of the loan to their family
income, and actually spend it on several purposes., They may also
change their priorities between the tine or loan application
and loan utilization., As long as borrowers repay and the rate
of interest covers the expense of administering the louans,
probably it should not be a great cause of worry if loans are
used for other than the stated purposes, or partly used for

consumption,

Actual Uses by Categories

Table 16 is given in 8 parts; table ﬁ6 being z summary of
tables 16A through 164.









TABLE 16A RFEF LOANS FOR LIVISTOCK/POULIRY/FISHING

Plow ox/buffaio 48,75
Calf raising 41,%
Milk cow 151
Goat/sheep 8.7
Chickens 6.7
Fishing : 5.2
Ducks 2.9
Fish farming 1.0
Cther and IR ___ 240
Potul 129,62/

Pote: 1/ Some loans were used for two or more purposes with the
major category. (li=412)

IPABLE 16B RFEP LOANS FOR BUSINESS

Location Main Commodity Traded
Bazar(permanent market) 5%.0%  Paddy/rice/wheat 25.9%
Hat(periodic market) 32.9 General proceries 17.6
Home 78 Restaurant/teca shop 10,6
Street hawking 2.0 Mustard/mstard oil 78
Bus stand/rail station 1.2 Other seasonal crop 75
N.k. and other 4.1 Dried fish 767

‘Total “100.0% Potatoes 5.9
Businessman Catejjory Cloth 2.7
Shopkeeper 41,6 Cattle 2.7
Bepari(Wholeseller) 2.9 Shoes/sandles 1.6
Feriwala(itinerant) 1323 Hit and other 0.6
Auctioneer S Total 100.0%
Others and NR ~11.8

Total 100.0%
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TABLE 16C RFEP LOANS FOR CHOPRS
Crop Type Percentage Use of Loun Punds Percentarce
IRRI/boro 38.5% wWater sunply/

Aus/aman 3041 ircigation 41.e%
Wheat 15,0 Fertiliver rurchagse 40,3
Potatoes/rabi crop 8.0 seed murchuse 283
Mustard 2.7 Labox 21.2
Chilis 1.8 Plow purchse/rent 75
Jute 1.8 Harvest costs 2.2
Ginger .9 Sowine costs 143
Betel leaf 4 Insecticide purchase 9
NR .9 Nkt 0.8
Total 100.0% Total 145,151/

(II:Z‘E.’G)
liote: 1/ 98 loans used for
two or more inputs.

TABLE 16D RFEP LOANS FOR LAND
Purpose llo. of Loans
Renting land 7
Repayment of mortgaie loan 4
Purchase of land 5
Land lease arrangementi/ 2
Total ‘ 16
Note: 1/ In Bangladesh "mortpaging in"
TABLE 16E RFEP LOANS FOR DOMESTIC PURPOSES
Purpose . No. of Loans
Livelihood 42
Medical treatment v
House repair 3
Gifts 1
Religious ceremony 1
Education expense 1
4

Other, NR
Total - 59




TABLE 16F RFEP LOANS FOR TRANSEORT
Purpose No. of Loans
Rickshaw 43
Ox cart 8
Boat 2
Iush cart 1
Total ' 54
TABLE 166G RFEP LOANS FOR INDUSTRIES
Number of 1/
Industry Loans Purpose—
Rice husking 11 Paday purchase
Bamboo handicraft 3 S bamboo; 1 tolls, 1 labor
Weaving > 4 yarn; 4 spare parts
Blacksmithy 5 5 iron and charcoal
Carpentry 2 2 wood; 1 bip saw
Tailoring 2 2 sewiny; machine
Velding 1 1 machine
Bamboo fan 1 1 tools, 1 colors
Fisih net 1 1 cordage
Umbrella stick 1 1 wood
Rickshaw construction A 1 raw naterials
Total 36 = 4.7% (N=755)

Note: 1/ Some loans used for several items

Whereas bankers may suppose that a borrower with a shop in a
bazar is a better credit risk, it is to be recornized that in
many areas there are no bazars at allg indeed, it is estimated
that half the people of Bangladesh never 6 Lo towns or bazars
for their shopping, but only to the local hat. The same table
shows that only 41.6% of borrowers for business of trade have
their own shops; many are bepari, who may also be itinerant, but
usually conduct wholesale business in some rerchandise, and some















cottage industries remains small. There nay be more use of the
recent loans for domestic consurption and relending.

Loan Use, Emplovment and Economic Dvnamics
2 " b L

An important question about the success of RIFEP would be
its effect in releasing latent eccnonic activities, stinmulus
of production diversity and innovation, and generation of new
avenues of emnloyment. It is disficult to provide quantitative
data, but some indications are avparcit in Tables 18 and 19.
Table 18 shows 9058 loan uses for 765 loans; each use of loans

is shown against ozcupation of the borrower.

The first thing to be noticed in Table 18 is what daily
wage laberers spend their loans for. We have mentioned that
fewer of the truly landless and ware laborers reccive prpP
loans than their rroportion in the population meritc, Neverthe-
less, this is a difficult croun to lond to, and the fact that
some have received loans is encouraging. The daily wage labor-
ers in our samnlec uscd their loans rorst for buying calves to
raise and sell (sometimes wrongtly cailled "beef fattening”), and
secondly, for crops on either their own fragments of land oy on
leased land, then equally for buying plow oxen, and for snall
trade. Few of them took up any innovative occupation or induge
try. But by these four activities some of them could improve
their financial position; some of the cuse studies in "Socio=-
logical Observations" exemplify this. Arother 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 lcans do help some
of the indigent people to diversify their income, but so far

their loan uses are not really innovative.
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O0f farmers who rcceived loans, most used them for crops,
raisin calves, and buying plow oxen, in that order, Bt qulte
a few fermers also used the lo=ng to f0 into petty traze, and
a rew used them ror nilk covig, wabli crops, seasonal 2nOn

usines:s, rickshows, and rice pricessineg, Yroportionatel v more

i

b

farmers than others used the REE: lonns for re-lendin:r fop

rofit,, which is corcainly a sort of entrepreneurshin, Asain,
b J 1 N 3 v

it appesars that the loans were perdanely helipful to the bore-

rowers, as most of them are quick Lo state but that trere were
b] b}

not many really innovative uses,

As Tor small btraders, we may note that they are morc
numerous than the loans used for sm-ll trade, rice rrocessing,
and seasonal crop ousiness combined, snd some of them used
their loans for arriculture-reles:ed activitien, and propor-
tionately more of them used the loans for domestic consumption,
It may be suggestod bt petty trade 15 only narginelly profit-
able for many reconle who CnFare in il. A5 many poor neonle try
to get some income by this activity, it is very compeltietive,
and we should nou assume that smoeil teade can easily provide
incone tc much lazger nuabers of the lanad CE5DeB0me  0f those
who used RFLP losns for re-lending for profity wers small

Eraders.

A further point to notice is that “he loans talken by
artisans and craftsmen (pamboo worker, weaver, fisher, nason,
blacksmith, carpenter, tailor, and barher) were in many cases
not used for those occuvations. we tried to met information on
use of these loans for capital and working capital of these
small industries, but the responses viere too few to be useful,
Again, wvhile in some cases capital con propel the artisan to a
new level aof production, realistically, most of these varsons
operate with very little capital. This is also shovnt in the
Rural Industries Study Project (BIDL), and the percenta;e of
them who used capital beyond their own inherited or earned
resources is very fow. Yhen one acks them what they want, they
want, they say "money" or "capital," but thig may be asn ercuse

for a saturated mardet, bad wanagement, or poor qguality,
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Finally, Table 19 sums up these observations. Ve asked the
respondents to state whether their RFEP loan was used for
engaging in work at the previous level, for improved quality oz
quantity of the szme work, or for unp invovative activity.
Only 16.3% of responses were that the loans were for a work new
or innovative for the borrower, aind of all tihe lLorrowers, only
6.7% used the loans for a crop they had not rurown before, 4% for
another productive activity new to them, 2.4v to oven a new shop,
and 2% to start in rveisin: calves. Heverthelesa, in a peasant
society innovation is slow. In RFEP outlet ureas where the loan
program is successful, people do have higher optimism about their
income-producing potential. In "Sociological Observations" some
case studies are given of the overall efifect of ul'“? on produc-
tive activities, Kven the ext:nt of innovation shown in Table 19,
if continued fer some years, would have con:iidecrable cumulative
effect. As repgnrds other entrenched problems, such as dependence

of the landless on daily wage labor, factionalism and village

TABLZ 19 RFEP LCAN USE FOR INNOVAT IO

Loan used for #ngaging in previous work at the 43 ,8%
same level

Loan used for inproving guality or quantity

of previous worxk 41.8
Loan used for work new or innovative to the
borrower: 1643
New crop 6.7
Hew productive activity 4.0
lNew shop/sales 2.4
Calf raising 2.0
Rickshaw 0.7
Snall business 0.5
Non-response 0.8

102,75/

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

Source: Anthropological Survey of Borrowers.
b &5



power politics, and women's absence Iron public economic ctivi-
ties, we cannot exvect HFEFP to suddenly serve as o magcic wand.
We can at most cxpect resulls wiich over a decade or two will

be sirnificantly camnlative, and wiiah il result in unquanti-
fiable resules such as individual optimnion and entrevrensurship
which in time have o real impuact on cuployment and incons, other

Vi

conditions remainin- enual,

Linkarec

in RS some of the participatine fincncial institutions
attempted to arrange liinkapges for vorrowers, to provide exper-
tise for productive purposes. Agrani Rank tried the esmall farmer
service center concept, but it was aropped. Janata Bank had the
area development wpproach, which is to some extent being ihple-
mented but the goal of all-round nicro-area development has been
dropped. Pubali Bank tried an "ompudsman" concept in which
referrals would be made for technical services, but it has not
had much impact, and the term has Leen drooped. IRDP is supposed
to provide linkages throuph its nulti-purpose cooperatives, but
such services did not seem to have much effect on borrowers in

the outlats 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
desipned that it generates as much economic dynamism, innovation,
and new productivity as possible. The suggestion is made here,
therefore, that the follow-on program be designed from the
beginning to involve the field apencies having technical exper-
tise in the uses to which the loans are put. There are many field
agencies in Bangladesh which are t: ;ying to stimulate new and
increased nroduction but are not associated with a credit program,

The two should be married,
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The following is a lict of ajjencies whichi should be
contacted, and perhaps apgrecuen.s with thenm chould be drawn
up a5 to how their field arents could refer clients to the
banks for loans, and the ficld arents would shen nrovide

N

the technicul assistance and try to help the borrower be in

a posltion to renaye.
Government agencies:

BuCIC (Bunyladesh 8mall and Cottage Industries Corp.) and
District Industries Centers

Banrladesh iHlandloom Board

Sericulture Bourd

Fisheries Department and thana fisheries officers

Animal Husbandry Department and thana animal husbandry
oi'ficers

Forestry Depurtment and district officers

Cotton Jevelopment Board

Ministiry of Commerce - for bazars and hats

IRDP - for loans for local production not covered by
their credit system area development boards (Chittagong
Hill Tracts, Offshore Islands, Haor, etc.)

Private apencies:

All important voluntary agencies (BRAC, RDRS, CCEB, MCC,
CHCP, etc.)

Chambers of Conmerce

Banglacraft

ADAB (to coordinate agencies for agriculture)

MIDAS (to coordinate agencies for small industries)

For example, BSCIC does not have an availabl: 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 development of smnll industries some-—
thing more thun loans should be provided. An agreement may be
made whereby BICIC field aients would find and recommend the
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ovome rickchaw drivers inte:viewed said txU" did not et

rickshaw lomns in cnash :ut in iind, from o narticulsar ricksnaw
and cycle shcp in the town whose owner o ciosely related to
the samiti chailrmaa. The nrices of the rlicichoaws aore hircher
and the quality lower than the borrowers could hiave arranged
elsewhere,

Non-Institutional Credit(all data in this scction is drawn fron
the survey of ilon-Tn:titurional Credit)

Systemsof Praditionsl Credit and security

As 1n any traditionnl reqasant soclet, chere are well-
establiched systoens of finance, credit, accounti ng, and the
like, which mny be quite cornplex and meet a varicty of economic
necds, tut they tend to get obscured by the modern banking
system, Vhile many traditional loans are "inTormal"™ in the sense
that they may be undocumented, many of them also abide by tradi-
tional forms and are part of traditional institutions, and it

is not quite correct to call them all "informal" or "non-insti-
tutional®™ unless one excludes by those terms indisenous forms

and institutions.
The following are the main systenms of traditional credit,
with their Banzla terms. Sut we have found that some of the

termns have different meanings in different parts of the country.

Karja, Karja hdsana, or haulat. These refer to a loan

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

free credit is advocated in Islamic tradition.

Rin. This refers to a loan requiring cash vayment of prin-

cipal and cash payment of interest, such as a bank loan.

Bandhak, or Bandhaki rin. This is a loan of cash against

some security, such ds gold; ornaments, brass utensils, or land.
k74

The rate of interest may be between 3C%and 100% of the borrowed
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agreed terms. This is done when the parties do not have a
relationship sufficient to make a loan under Kat, and the

land is legal security.

safkauln, or 5afkabila. This refers to a deed of sale
given by the borrower to the lender, which he holds until the
loan is repaid.

#irtinoma. This is o document sirned by the lender in case
of safkaulZ, in which he agrees to return the land together

with the deed and documents upon repaynent of the loan.

ljara, Bargh, Sankarali. These teras reror to leasing of

land and are not necessarily linked with credit; sankaralil
refers to leasing of land for one agricultural Le2S0MN,

It can be understood from the above list that the concept
of credit, interest, and security, is well established in rural
Bengal, wnd REFEP builds on this as well as on existing familia-

rity with vank loans.

~

Sources of Traditional Credit

Table 20 shows wio pave non-institution:al loans in six
studies conducted between 105 and 1981, plus the estimates in

the 2rRP Project Paper, and two columns of our own data,

Relatives and friends. About one quarter to ocne half of all

such loans are given by relatives and friends, who are the first
sources a small producer .will usually turn to when in need of
credit, either for consumption or capital. Such loans may be
without interest, and usually for short periods, They cannot be
a major source of liguidity for poor families, because the poor
seldom get loans sufficient %o use as capital from their rich
friends and relatives; there is a saying that for the poor there









becauze the nroducer hinmsel? cronnot bring his poods %o oot
and ctill have time to produce at hone. Tables 20 and 1 show
that In our sannle, at least, moot coall consuner Yoano spe
from local shoricercrs. Pais would net be true in miral osreas

witere most narketine is throurh nerioiie noarzetsChats).

aAmounts of traditional loans, as chown in fable 7y vary
from Ti. 100 or a fow hundred rrow rocery shops, to a number

of loans for over 1k. 10.000 from merchants.,
9

TABLE 21 NON=ILS2IT000ICHAL LUALo: Uil Al Arcun
amount o!f Lomn (I'aka)

Trake 1049- 901~ 1001- 2001~ 5001~
souvce of Loan C-100 500 1000 2000 50C0 10000 10000+ To+nl

Consuuer sup-
nlier/shop 20 ¢
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A

b0
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o

ve .

Lielghbor

Loeal rich man
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~2
SWOWN W

Own landowner
Goldsmith _ e —_— —_
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Loans from relatives and nej chbors commonly range from
Tk. 500 to Tk. %000. Loans from local rich men are for slightly
higher amounts on the averape. Loans from one's own lardlord are
modest, and are usually for emerpency consumption or for agricul-
tural inputs.

Loan Security and Land Morteare

Table 22 shows that in our samnnle 67% of non~-institutional
loans were given ajsainst no security, and 3%3% were given against
land. But some loans from shops carried the obliga®tion 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 nroduct was considered to be

security.
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TALBLE 22 COLUDITIONS Of WOH-LLo MIPULTIONAL LOANST

Condition's % loans
Ho condition: 53 .05
Lendfer will use mort-ased land till
losn eaival is repald 51.5
Cash interest to he iven $5.9
sorrowcr must buy jroods from shop of lender 5.9
fRevayment Dnooaddy ot harvest time o6

Note: 1/ Jecuritv: Land BN
Ho seeurity O
TO0U5

Land is5 of the greaztest value as a capitnl asset and os

a nedge ageinst inflation, and also is a basis of political
power. tuite often loans are uade by a landowner to his tenants
or lavorers which have the efrect of enhncin: nis political
followini, snd quite often a large lundowner will try to serve
as 1ncermediury to appear as 1f he werce doings a service to his
tenants or laborers by ennbling them to pget Re=P loans. But a
person haviag just a small piece of land does nos have much

security in tvhat so he may get a loan by allowing it to be
cultivated by the lender under the kat systemn. Loans arainst

usufructuary mortcage do not result in lozs of land through

indebtedness.

Mortgaping of land and loss of land thercby is reportedly
‘a serious Tural problem. The 1958 study (4. Khan, p. 24) showed
from one village in Comilla that 41% of families surveyed were
involved in mortgage debt, and 15% of families had come to the
position of mortgaping land in one year's time. Prhe average
amount of such debts was ls. 67%, which was = neavy debt at
that time. but it appears that land mortiasze 1s 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 calanity.















TABLE 27 NON=-TLOQTPUZTIONAL LUAG: ILCOHE BY LOAN AINCULT

umber of a0 sy Para Amount Zorrowed

Annual Inconme 0-1C0 1ow-5io 2 =1000 1001=-5000  “000+ Tota
Up to 4000 taka 5 1 5 % - 22
H4001- S000 202 S0 & 19 % 4
&001-10000 2 9 o 50 5 55
’]0,000+ — _1 _&_ _9 _7)_ ’]7i

29 ) e 61 g 168

TABLE 28 NON<INSTITUDTONAL LOAS: Lalid OWNED BY LOAL A5L0unT®

amonnt of Loan (Taka)

Land Owned =100 107707 <5060 1001-5000 5000+ Totay
- —1
Up to ¥ acre 27 26 12 %1 O 96
¥ to 1 acre 3 8 4 9 - 24
1-2 acres 4 8 2 6 - 20
2+ acres A J 6 as 5 28
2¢ 4% 24 61 11 16&;

Uses of NHon-Insticutional Losns

Tables 29 and 20 show that .47 of non~institutional loansg aj
for consumption, 44" ror capital, and 3% rfor repayvmnen’, of old
debts. Day laborers, rickshaw oullers, and clerks, toorx such loaq
almost entirely for consumption, but rrocery and ten shon owners

took them entirely to use as capitnl,

The loans used for cons mption are more or less in line with

the RFEP loans used for consrmption and family exrenditure. It

2
n

probably necessary to recoepnize the neced ror consumption loans i

o]

Bangladesh, and to accent that atv least part of many loanos will
Fo for consumption., A marriace ceremony or fmergency medical
expense 1s a more important, and Lernnps nore socially nroductive
use of money, than is defined Ly ecconomists. Hevertheless, the
follow-on project should make effarte to see that loans are not









