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PRETACE

As in many developing countries, the informsl financial markets
in Bangladesh are alleged to provide the bulk of the credit needs
of the cconomy, particulary to the small scale sector which has
little access to the feormal (institutional) sources of credit,
Despite various attempts to control and regulat informnl financial
trensactions, their scale and pervasiveness of operations have
expanded unabated. In the long debate on the usefulness and the
performance of the informal financial market operations, and associa-
ted issues like the determinants of interest rates, interlinkages
among transactions, etc., some have labelled the narkets as usurious,
as 'fetters on growth! while others have considsred them as desirable
adjurcts to the process of brisk growth in trede and commercial
operations, Corresponding teo these two views, two diametrically
opposity  policy frameworks are enviscged; the first aims at
controlling and ultimetely eliminating informsl financial transactions
while th¢ second aims at expanding the fund flows and increasing
the cenpetctivencss in the informal sector. Both lines of arguments
however agree that there are imperfections in informal financial
markets and that the interest rates usually obteining in these markets

are on the higher side,

Despite the considerablie opcrational significance of the issues
involved, and the implications these have for developing an optimal
policy cnvircmment, information on these markcis io Bangladcsh remain
bighly inadequstc. The study on the informal finencial merkets
in Bangladesh, conducted by the Bangladesh Institute of Development
Studics (JIDS) and sponsorcd by the Asian Dcvelopment Bank and the
US-Agency for International Development (US-AID), attcmpts to fill-up
this gap irn informstion and enalysc some sclect issues such as the
growth and the stiucture of the markets, formation of intercst retcs,

mobilisation and usc-cfficicncy of resourcis. A series of case
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studies have been conducted under the project; all of them are now
being reproduced as working papers, A survey 1o collcct some primary
level infermation on the markets and th. charcctoristics of lcenders
and to krcw morc about the orgapizational espects of informsl finance
gathering and  distribution has also been conducted., The Survey
findings along with those of the casc studies are being uscd to
prepare an overview paper on the informel financiel markcts in

Bangladesh,

This study by Mr Nazinul Ehsan Fatmi cxamines informal employee
credit scheme (IECS) in & number of organizations in metropolitan
Dhaka to understand how these schemes operate, to document various
froms that these schemes may take and analysc their rolcs in deposit
mobilisation. A total of 50 such schemes werc covered in this study,
Although the study did not find much diversity in deposit and lending
Practiccs, the spread of such groups has bcen somewhat of a surprise,
Not an insignificant amount of money in the urben informal scetor
is transactcd through such groups. This underlines the importance
of studying thc bibeviour of such informal groups, which are bound
to grow in number and becomc more diverec in nature., Mr Fatmi's
study which bhas beep quit< successful in cepturing some of the
fcatures of informal g.oups, would be useful in taking up further

in-depth studics in these lincse,

Atiq Rehman
Project Dircctor
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INFORMAL EMPLOYEE CREDIT SCHEMES IN BANGLADESH:
A FIRST LOOK

I.  INTRODUCTION:

I.1. The Setting:

The impulse to organize in cohesive groups on the part of
employees working in urban organized societies has long been recogni-
zed as outward manifestations of certain beliefs, fears and anxie-
ties, hopes and aspirations that employees in general entertain.
Vhether such diimpulse comes from employees who, seeking to better
their lot, demand a larcer piece of the cake from the employers,
or whether it emerpes from the employees® perception of mutual self
help based on trust and fraternity - the un,derlying theme is singular-
ly pervasive: the welfare of the employees. Whatever the raison
d'etre, these groupings have cropped up in just about every work-
places, be it the governmental set-up, autonomous bodies or business
organisation. They go by various namss (the welfare or the benovo-
lent fund, credit/savings societies, etc.) and they markedly in sizes
depending on the nature and purprse of such groupings, and the organi-

sation within which these are formed.

The presest study, howover, focusses primarily on the working
of suéh groupings or schemes organised at the informal level, but
within_'the context of individual organisational set-up. Specifically
schemes like the informal employees credit schemes (IECS) have been
singled out for the exploratory probe and the study seeks to answer
such basic qyuestions as why, despite the existence and operation
of formzl welfare oriented schemes, employees turn towards the infor-
mal ones? low are these informal schemes organized? What sustains
them over the years? How do they tackle conflicts? Are these
schemes mors efficient than the formal ones? Do they complement
ene anothexr? Vhile the study has been able to highlight some of
the issues and the possible answer scenarios, some have remained
elusive and others go heyond the scope of the present work. And

of course, like the usual hazards that go with any first exploratory



probe, this study and its firiings must remain illustrative and

incomplete,

I.2. The Objectives of the Study:

The prescni study accordingly, has kept the following broad

objectives in mind:

(1) to ascertain the nature and operational context of IECS in

Bangladesh,

(ii) to analyse the structure and modus operandi of such schemes,

(iii)to determine the sources and end-use of IECS funds,

(iv) to dwell on the perceived benefits and costs of such schemes

from the members’ ‘and the management's perspectives,

(v) and finally, to aralyse the role and problems of these IECS

in mohilising and channeling investible funds.

I.3. Methodology:

The binding constraints of time and resources have precluded
any large scale representative sémpla survey. Instead, and in line
with the broad termsg of reference, a participatory research method
has been adopted. This has inveclved a series of structured discus-
sion with = broad cross section of the principal actors involved
- the organisers and the members and the potential and actual benefi-
ciaries of such groupings. Fro this purpose, a broad spectrum of
organisational set-up was initially singled out and targeted for
he probe. For obvibus reasons, this had to be urban based and loca-
ted in metropolitan Dhaka arcas. The targeted organisational set-
up included governmental organisation, autonomous bodies; financial
insitutions, sector corporations, multinationals, private corporate
bodies and industrieal units. ' Again, for understandable reasons,

only the bigger of these organisations have been explored.



Within this broad context, a logical starting point has been
the vattempt to locate the existence of such schemes among all
employeecatecories of those targeted organisaticn. Again, this has
often meant exploring from the top down and at other times, bottom
up process ond f{inally, some random cross inquiries among different
department, scctons and employees of a particular organisation.
Once the existecnce of a particular society or association has been
confirmed, efforis were directed towads traciag the initiators and
organisers of such society. Discussions have been, by and large,
open and frank, although in many cases, the research team has had
to come accorss some measure of concealed hostility on the part of

both the crganisers and the cstablishement.

Given our time frame for investigation, we have been able to
probe into a fair numbcer of such schemes (50). Again, considerations
of time and resources have forced us to seek out four of these for
more detailed studies. For this purpose, different criteria were
folloved, nam=ly, the size, naéure, age, special and unique features,

cohesiveness and vigors, and the like.

Thase selected case studies have allowed us to probe deeper
inte file information on the various aspects of loan and credit
operations. ‘'herever possiblc, a complete enumeration was attempted.
Considering the vericpated f6rms in which data have becen compiled
and in the rferences in the 1ife of such societies, time series data
was ruled ouc. Instead, we had to on for recorded activities for
the calender year 1986. All these efforts, however, have been
supplemented with some select interviews with the principal initia-

tors and thr organisers of these informal schemes.

I.4. Data Base:

Yhile there are some advantageous that go with informal arrange-
menls, - rust, reciprocity, fraterrity, etc. - there are problcms
as well. One of the areas wheore these are felt most relates to the
rigors with which detailed information are duly recorded and



documented.  Ope dig thereforc at a loss when he goes for the
specifics: the end use of borrowed funds, for example. Whatever
rudimentary information our research team could gather sums up to
who got how much money and when. The idea of course, is that they
must have bleen justifiod reasons for borrowing in the first place,
and is thercfore, immaterial to ask just how wcre those money actualy
spent. Ye had to improvise our efforts at data collection by falling
back on the ingenuity of some key organisers who surpirsed us by
providing somc of our mising links, This practice is however, good
when membors  and everybody knows each other. When it comes to a

big organisatinn, thesc problems remain unresolved,

Wﬁat arc the ways in which the activities of such informal
schemes are documented? The normal practice is to maintain a ledger
wherc only major developments are documented and the task is usually
undertaken by the treasuroer of such scheme. The usual information
Sct consists of the names of the subscribers, the outstanding amount
that cach members has in his account and some sketchy information
on the nunbor of times a8 member draws on his fund. Morc often than
not, the leger entrics are not meticulously done and a grcat deal
of information is subscquently lost, A 1ot therefore, depends on
the skill and integiity of the persons charged with such onerous

duty.

Anothor  set  of information comes from files maintained for
incoming requ:sts for loans by individual members.,  These take the
form of hand written applications for loans (although in some cases
typed proformas arc available) mentioning the amount and the osten-
siblec purpose of the l-ans. The amount for loan requested is not
necessarily the amount granted (and this has to 8o through some quick
processes), so that tracing these discrepancies down then becomes
a very dificult exorcise, since, dated entries differ for cach

application.

A1l those considerations have got us very little to start with,
and our empirical base should therefore be treated with some caution.

As menticned boforc, these cfforts have been supplemented with some



select intcrviews and structured discussions (inforral ones, though)
with key initiators of the various informal schcmes. -The rest took
the form of some impressionistic patchwork done by the author on

the basis of his exposure to the inner workings of such schemes.

I.5. Scope and Coverrge:

For purposc of analyses, the rest of the study is organised

as follows:

Section II delineates the nature. and operational context of
the IECS

Scction III presents briefs on the IECS explored

Section IV describes the structure and modus operandi, of such

schemes, its inner strength and dynamics

Section V records and analyses the soruces and uses of IECS

funds

Section VI deals with selected case studies for additional in-
sigats into the working of the credit/saving mechanism

Section VII attempts to briug out the perceived benefits and
costs as viewed from both the members' and organisers’ perspec-

ties

Sectien VIIX discusses, in the light of structured discussion
and informal interviews with the men of the IECS, the role and
problers of these schemes in mobilising investible funds and
in giving some measurc of economic security to its members,

and finally,

Section IX wraps up our cxploratory probe by reflecting on par-

ticular issues and constraints that these schemes face.



II. NATURE AND OPERATIONAL CONTEXT OF IECS:

II.1. The Coverage:

A focal point of the study is thc determination of the nature
and opcrational featurcs of the IECS. For our purpose, IECS refer
to those informal arrangements through which contributihg members
seek, through a regular monthly contribution, to create a mutual
consolidated fund for the continucd benefits of its exclusive members.
Such credit and saving schemes then form the basis on which
contributing members can draw on the funds for a variety of purpose

on terms and conditions stipulated in thc constitution (or in other

agreed written forms).

With the IECS thus defined, and given the time and resources
we had, our rescarch team were able to explore and identify some
35 workplaces and institutions covering government, semi-govt, and
autonomous bodics, sector corporations, financial houses and insu-
rance companics, industrial units and private orgahizations localised
in metropolitan Dhaka arcas. All these cover some 50 informal sche-
mes and a detailed 1list of the is provided in the Appendix., Of
the 35 insittutions sampled, there were 4 nurely govt. ministries
(11.4%), 13 autonomous bodies and commissions (37.1%), 3 sector cor-
porations (8.6%), 10 financial houses and insurance companies (28.63%)

1 industrial unit (2.92) and 4 private organisations (11.4%).

To obtain some semblance of useful information, the research
team had a series of structured discussion with the leaders of these
informal schemes. 1In keeping with the spirit of informal discussion,
sometimos over tea, other times in between normal office workloads,
a substantial flow of information was generatced. These initial
Successes were of course, later followed up with more detailed inqui-

ries providing much of the basis of our subsequent analyses,



I1.2. Historical Origin/Life of the Schemes:

Whilc many of the IECS have been in operation for over a decade
now, some have started functioning on1§ recently., A majority of
such informal schcmes appcar to be in operation for 5-10 ycars now,
and this accounts for 267 of our sampled units. Within this block
the main institutions that can recadily be identified arc autonomous
institutions like Dhaka University and financial institutions like
the nationaliscd commercial banks and devclopment financial institu-
tions and public insurancc cempanics. Howcver, there are many others
that arc over a decade old (24%). So together then, half of the

sampled units arc over 5 ycars old.

In contrast, within the block that constitutes the other half
of the sampled units, 2-5 ycars makc up 247 of the cascs, while 9
schemes (1387) fall within the 1-2 years period. 4 of the rcmaining
schemes werc hardly a couplc of months old when the rcsearch team
located them. No particular institutional pattern are discernible
from this half of thc samplc, since, just about all have been

represcntad hera,

Table II.i bolow summarises and records these. On the whole,
it appears that thc IECS which are relatively younger in age (less
than 5 ycars old) arc more operationally active than those which

arc much oider (10 years plus). More on this later.

II.3. Classification by Membership Size:

Membership size of 11-25 members seems to be the modal size
of these schemes. This category accounts for 307 of the sampled
units followed by 26-50 members group (22%), although some societies
arc pretty large, having over 1000 members (8%). These are evident
from Table II-ii below.  Small groupings of 11-25 persons should
come as no surprise, Informal arrangements spring from some long
felt nids commanding spontanzoiis trust and respect.,  Since heirar-
chical structurc of administration cxists in almost all organisation,

cmployecs sct up their own personal tquations in reclation to the



Table II-i

Classification of IECS by Historical Origin (Age)

Age of the Coded entries of institutions in

scheme which schemes are located No. % share
1l year 3 20 21 34 4 8
1-2 years 10 12 25 18 19 26 32 33 33 9 18
2-5 vears 2 4 6 6 8 8 9 10 17 .
17 33 12 24
5-10 years 1 5 8 12 14 14 20 24 27
28 35 16 13 26
10 years + 7 11 12 12 13 15 19 22 29 12 2
30 31 34

Note: (1) a datailed code list of the institutions surveyed 1is
provided in Appendix : A

(11) the first entry in the less than 1 yr. group, i.e. 3 means
that the particular scheme is located in the Planning
Commission whose serial entry is 3 in the list. Coded
entries appearing more than once imply that there are as
many schemes in that particualr institutions.

Table II-ii

Classification of IECS by Membership Size

Size of Coded entries of institutions ip‘ No. Z share
members which thes2 schemes are located
<10 17 1 2
11 - 25 1 2 3 4 6 8 12 17 17 15 30
21 25 28 33 33 35
26 - 50 33 3; 8 9 10 11 12 16 i 22
51 -~ 100 10 12 13 27 4 8
101 - 500 6 12 1S 19 20 22 24 26 8 16
501 -1000 18 20 23 290 29 31 34 7 14
1000 + 14 14 15 30 4 8




people (~ubordinate and superic: :) they arc contirually cxposed to.
In course: of time some sort of clan loyalty pots developed as employ-
ces working in particular scctions or depaftments asscrt their group

loyalty with respect to outside cr other counterparts.

Lven within the same working unit therc may be sub-gorupings
as leadcrs and followers map their own intcrpersonal rclationship
in responsec to some pcrceived or actual threats, promises and expecta-
tions arising from different states of nature. Judged from this
socio-anthropological aspect, it is easy to sce why any informal
arrangements once contracted tond to consist of smaller number of

persons.

Of cuurse, there may be other tochnical reasons why membership
size does not grow over timc. Onc of the arguments put forward by
thc managemont of such schemes was that new, entrants could only be
~ entertained if he agreed to put matching contributions in line with
the cunulative savings of older members. This then forms a very
~effective deterreni for any potential entrant who find this and rela-
ted condition not only unaéceptablc but which goes against the very
spirit of such informal arrangcirents.  Another obvious reason stems
from managemont considcrations that prevent group size from getting

cumbcrsomely large.

What then cxplains the formation of large groupings of over
500 membors? A look at Table II-ii roveals that most of these are
concentrated in big government departments, ministries, different
boards and authorities and financial insitutions. File informations
also reveal that thesc socictics arc organized on regional lincs
across Bangladcsh, although in Dhaka arca their sizcs correspond

most ncarly to the modal size.
IT.4, Classification by Employces Ideatification:

Although technically, all categories of cmployees have involved
themselves into forming informal credit/saving schemes, the cmerging

sccnario speaks of a predominantly 'cmployees' association in con-
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trast involving both thcse cat- sories.  Such a dominant featue is
perhaps undzrstundable in vicw of the compelling nceds of the rela-
tively disadvantaged catcgorics of employces to have such schemes
to fall back upon in timcs of prrsenal and family crisis. This docs
not of coursc imply that officers arc motivated by  other remote
reasons, but that, the pcrception of the compelling circumstances
'facing these two categorics of cmployccs arc perhaps different,
Qur point of rcference here is Table II-iii beclow, which classifics
IECS by cat:gories of employces forming them and their brecakdown
by institutions:

Table:II-1ii

IECS by Employees Groups

Status Coded entries of IECS No. Z share
Pure 1 4 5 6 8 9 11 13 21
employees 22 23 24 25 30 32 35 36 37 23 46
45 46 47 48 50
Officers ' 7 17 18 28 29 31 34 33 38 16 32
only 39 40 42 41 43 44 49
" Mixed 10 11 12 14 15 16 19 20 26 11 i1
27 49

As can be secen from the Table, employees representing the lower
echelon of administration, predominate, with some 46% of the sampled
units falling under this catcgory, followed by the officers associa-
tions (327) while thc remaining cases involve mixed groupings. With
regard to tho institutional pattern, a larger concentration of offi-

cers scheme seem to be located in financial insitutions.
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One notable fecatue that distinguishcs beiween the purely
cmployces' scheme and that of the officers, concerns the size of
the monctary contributions. Most officers' scheme have larger
monctary contributions resulting in a larger pooled funds than thosc
of the cmployees’ schemc. MNow whether such larger funds give them
greater oporational efficicency is an open question. Details of file
informations are somewhat sketchy, but based on their publicised
futurc plans and portfolio management, officers' scheme look more

prespective,
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IIL BRIEFS ON IECS SURVEYED:

This scction is designed to capture the essence of each parti-

cular IECS, its size, nature and programmed activitics. As will

be

seen, all these prosent a considerable array of unique features

worthy of note and which otherwisc are lost in normal data analysis,

These bricfs ar: presented in standard format for quick and ready

review,

1.

2.

3.

Non-Gazetted Govt. Employces Kalyan Samity:
(Ministry of Industries)

Istd. 1981 No. of Mcmbers: 14 Subscription: Tk, 2/- p.m.
Position of fund: Tk. 35,00/-

Involved in loan activities but charges no interest, Small
loans of 200--500 Tk. available for 2-3 months, Special loans
of Tk. 1000/- for house repairing purposc. Takes up promotion

and transfor cases and also engages in welfare activities.

Shomota: (Ministry of Agriculture: Khamar Bari)

Estd. Apr. 1986 No. of iMemh~r: 21 Subscription: Tk. 50/- p.m.
Position of fund: Tk. 11,500/~

Intends to start loan operation soon. Loan cligibility after
onc full year of membership and the maximum amount of loan per-
missible is 757 of a member's total contribution. A 57 intcrest
rate per month is stipulated. Also plans to invest in short

run profitablc ventures.

Shomomona: (Ministry of Agr. Khamar Bari)
Estd. Feb. 1983 MNo. of members: 17 Subscription: Tk. 50/- p.m.

Position of fund: n.a.

Credit activity consists of giving out small loans of Tk. 300/-
and less, repayable in 3 months at no interest charges and for
special considerations 1like family illness, children's tuitions

etc. Plans for investing in transport busincss,
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6.
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Govt. Employces Welfare Socicty of Block-3: (Planning Comsission)

Estd. /ug. 1986 Yo. of mcmbers: 17 Subscription: Tk. 30/- p.m.
Pogition of fund: Tk. 5,000/-

Loans out a max. of Tk. 1000/- for 3 months at &% monthly
intcrest rate.  Presently, 13 members are on loan account.
Satisfactory recovery performance. Future programs include

land purchasc.

Bangladesh Drawing Section Kalyan Tahbil:
(Officc cf the Surveyor Gemeral)

Estd. 1982 No. of members: 35 Subscription: Tk. 10/- p.m.

Position of fund : n.a.

Loans are given out for o maximum of Tk. 500/— at 57 monthly
intercst and repayable in only one month. There are 3 known
cases of default so far and thc total defaulted amount comes
to Tk. 300/- only. Idlc funds are kept in savings account and

interest income distributed among members annually.,

Karmachari Kalyan Tahbil: (Planning Division Titas Gas)

Estd. Jan, 1981 No. of mcmbers: 47 Subscription: Tk. 50/~
Position of fund: Tk. 1,24,700/-

Half of this fund placcd under F/D acc. and the rest available
for loans at 37 monthly charges repayable in 1 yr. time. Ceil-
ing of 357 of onc's contributons. One time grarts also avail-
able to membes in distress. Prize Bond holdings of Tk. 50/-

ageinst <.cch members. Plans to invest in small business.

B.I.W.T.C. Officers Association

Estd. 1932 No. of mcmbers: 235 Subscription: Tk. 5/~ p.m.
Position of fund: Tk, £37/-

Engages mainly in job promotional activitics of its members.
Funds crc exhausted in annual gencral mectings, lobbying and
welfare related activitices. Tries to find gainful cmployment

opportunitiss for the wards of the retired membors.
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11.

14

Shonirbhor Karmachari Kalyan Samith: (B.I.W.T.C.)

Estd. Jan. 1935 No. of Members: 20 Subscription: Tk. 30/- p.m.
Position of fund: Tk. 9,700/-

General loans of upto Tk. 1000/- available to membcrs at 3%
monthly charges and rcpayable in 10 months, Higher amount
available for special purposc like housc repairing and sub-
sidizing cducational expenses,  Future plans include investing

in putlic transport.

Ekho Samithy: (House Building Advance Section, Sadharan Bima)

Estd. 1975 No. of members: 30 Subscription: Tk. 20/- p.m.
Position of fund: Tk, 25,000/~

Loans arc disbursed at the beginning of the year #nd repayed
at ycear ond at 3% monthly intercst. Max. entitlement is 90%

of a member's contribution., No default cases so far,
Akota Kalyan Tahbil: (Sadharan Bima Corporation)

Ist. May 1984 Mo. of members: 17 Subscr.: Tk. 1G/- p.m.
Position of fund: Tk. 11,442/~

General loan disbursed for a max. of 6 months at 4% monthly
charges, Tk. 5,000/~ deposited in F/D acc. for 3 ycars, Mom-
bers are entitled to purchase upto 5 units of membership at
a monthly contribution of Tk, 10/- p.m,

Karmachari Welfae Society:
(Mon-fire and Marine Deptt. Sadharan Bima Corporation)

Estd. 1980 No. of memb-rs: 35 Subscr. Tk. 10/- p.m.

Position of fund : H.a.

A& max, loan of Tk, 1000/~ arc oxtended to any member for 6
month period at 1% monthly charges. A special sub-committec
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13.

14.

15.

15

decides loan casces. Occas<ional donations rrised to meet emer-—

geacies,

Establishment Division Employees Welfare Fund
(Sadharan Bima)

Estd. 1983 No. of Members: 30 Subscr.: Tk. 50/- p.m.
Position of fund: Tk. 79,609/-

Tk. 42,000/- is kept in F/D acc. and the rest are available
or loon disbutrscment at 57 monthly charges with a ceiling of
Tk. 1800/- pcr member., Presently 80% of its members arc on

loan.

Jagoroni Samabay Samity:
(Bangladesh Chemical Industries Corporation)

Estd. 1983 No. of members: 26 Subscription Tk. 40/- p.m.
Position of fund: Tk. 42,000/-

A max. of Tk, 1000/~ can be loancd out per member at 2% monthly
intcrest and repayable in 5 months. No problem with recovery.

Sotota Multiple Cooperativc Society: (BJMC, H.0.)

Estd. 1985 No, of mcmbers: 26 Subscription Tk. 50/- pem.
Position of fund: Tk. 34,082/~

Actively cngages in credit and investment activity and pays
out: dividend as part of profit carned on its investment., A
profit ratc of 57 is chargoed on all loans for general purpose
whilce o higher 7 is charged for business and trade loans.

People's Welfare Society: (Local Society)

Estd. Dec. 1976 No. of members: 5000 Subscription Tk. 5/- p.m.
Position of fund: n.a.

Loans arc available for general purposc at 37 monthly interest.
Members couprise all scctions of society and a governing body
oversoes  untration, Funds come from subscription, interest
income from loans, donations, advertisement and occassional
grants from government. Reported income from subscription and
interast receipts in 1986: Tk. 30,000/-. Also engages in
gencral welfare activitics.
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Bangladesh Shipping Corporaiion Employees Welfare Fund:

Hstd. 1972 No. of members: 1000+ Subscritpion Tk, 2 to 25/~

p.in.
Position of fuud: Tedis

Loans availabls with o ceiling of Tk. 2000/- at no, interest,
and payable at VCry easy installments (20-25 inst) and is mainly
used for family cmergencics,  Some small grants arc also made

rveilable in exceplional circumstances,
Officers Kalyan Tahbil: (Janata Bank, H.0.)

Estd. 1976 No. of members: 35 Subscription Tk. 100/- pem.,
Position of fund- Tk. 2,20,500/-

Loan cntitlement amounts to a max. of a member's contribution
Plus onc month'sg basic salary, repaid in casy instalment at
2% intcrest charges per month. A member’s death in 1986 meant
an outstanding loan of Tk, 3,900/~ against his account, and
this was cqually shared out by the rest of the members,
Recorded a Tk, 350/- profit per person in 1986,

Twenty Brothers: (Janata Bank)
Estd. Jan. 1986 No. of members: 20 Subscription: Tk. 100/-

p.n.
Position of fund: n.a,

A member's contribution plus basic salary constitute a ceiling
amcuat of loan for any memb- r who pay 29 monthly interest char—
g8es.  Idlc money kept in F/D Account. No default cases to
report.  No other works undertaken besides loan operation.

Emergency Kalyan Fund: (Janata Bank, H.0)

Estd. 1975 No. of members 80 Subscritpion: Tk. 50/- p.m,
Position of fund: n.a, C

Loan c:iling is defined by o member's centribution plus Tk .500/-

oxtra an 27 monthly intcrest charges, repayable on casy install-
ments whos: minimum value is Tk. 200/-. Exclusively for fmaily
cmergencics.  Beyond keeping = proportion of the fund in F/D
account no other invéstment pProgramme at hand, Registered a
profit of .07 paisa per taka invested by the mcmber.

International Deptt. Kalyan Tahbil: (Janata Bank, H.0.)

dstd, 1980 Ho. of members 175 Subscripticn: Tk, 25/~ (1980)
Positicn of fund: Tk, -,00,000/~

Lonn for mcating  family emergencics  available at 29 monthly
interest charges for its members,  No default cascs to report,
Registerd a profit of 8-10 paisa per tuka contributed by the
member.  Idin money kept in F/D account.
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21. Grindlays Bank Fmployecs Union: (Dhaka)

22,

24,

Estd. 1963 No. of members 100

Subscription: Diffcrentinted Clarical Staff: Tk. 4/-
Subordinates. Tk. 2/- p.m.

Position of fund: Tk, 70,000/-

No rcgular provision for loan disburscment. Occassional inteor-
cst free loon in special circumstances and rcpayable in 2-3
months time. Gront provision of Tk, 5,000/- in case of death
of membor, and is given out as burial and other NCCeSSary expen-—
diturcs,

Kohinoor Group of Industries Employee Welfare Fund:

Istd. Feb. 1979 lo. of member: 1400

Subscription: Diffcrentiated:

Salary of lcss than Tk, 1000/- to Tk. 3/- p.m,
Tk. 1000-1500 to Tk. 5/- p.m.
Tk. 1500+ to Tk. 10/- p.m.

Position of fund: n.a.

A board of trustces oversces loan operation. Ceiling amount
determined by years of scrvice, 5 ycars and older employecs
get 1007 of his basic salary, while for thosc with less service
record - 50%, rcpayablc in 6 months time at 87 monthly intecrest.
Loans takcn out mainly for mceting family emergencics and house
repziring. Occassional grants to promote scholarship of meri-
torious wards of member. A grant provision of Tk. 5000/- kept
for mcmbers and his family or death.

Koshigo Kalyan Trust: (Kohinocor Group of Industries)

Estd. Jun, 1981 No. of membcrs 2386
Subscription: 2% of basic salary deductable at source.,
Position: n.a.

There is a pension scheme in force, and no loan provision,
Decath of ¢ member entitles his nomince to reccive as pension,
equal te the last pay drawn for 10 ycars., 38 such pension
schemas are now in operation.

Modhum!ta Cinema Hall Employees Society

Estd. Aug. 1979 No. of membors 45 Subscription: Tk. 160/-
Positicn of fund: n.a. ‘

Interst free loans are available to the members who pays it
bnck in 6 months. fCciling amount of Tk. 1000/-. Only onc
default ecasc defected, ond there is no dcecision vet on that
The 011 authority makes a yearly grant of Tk. 10,000/-.
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Section 3 Kalyan Samity: (Controller's Office, Dhaka University)

Estd. Jan. 1982 No. of members 15 Subscription: Tk. 30/- p.m.,
Pngition of fund: n.a.

Small loans arec availablc for members whosc pays then back in
3 months plus 1 month grace period. Default is chocked by
threat to hold up salary, Loans for family concumption only

at 3% monthly intorest rotc,

Room 307 Kalyan Samity: (Controller's Office, Dhaka University)

Estd. 1983 lo. of mumbers: 9 Subscription: Tk. 30/- p.m.
Pesition of fund: Tk. 23,000/~

Yost of the many kcpt in F/D account for use as penston schemo
for the members.  Some small loans of 3 months duration are
advancod at 32 month intcrest charges for fmaily cmcrgencies.
Alsu semc trading loans are given.  Default has not occured,

Group 3 Kalyan Samity: (Dhaka University Controller's Office)

Estd. 1984 No. of members: 25 Subscription: Tk. 30/- p.m.
Position of fund: Tk. 50,000/~

No regular loan opcration in force. Has provisions for giving
loans as much as Tk, 4,000-5,000 among its cxclusive mcmbers,
No fixed repayable time period, but easy installments aseurcd,
at 5% monthly chatges.  Most moncy 1is kept as pensien -scheme,
2 casus of default detectaod.,

BOGMC Officers Welfare Association: (PETRO BANGL.A)

Estd. 1985 No. of members 668, Subscription: Tk. 5/- deductable
at scurce monthly,
Position of fund: n.a,

Althcugh there are previsions for interest freoe loan amount
of upte Tk, 2500/- pcr member, repayable in 6 months time, few
have applied in recent past. [Engages in welfare related activi-
tics and collects occassional  donation to mect specific
CMirgoneics.,

Bangladesh Biman Officer's Association:

Estd. 1975 HNo. of mcmbers: 369, Subscritpion: Tk. 5/- p.m,
Position of fund: Tk. 5,000/--

o regular credit activity in force. tloinly used as forum to
press rodross of privances., Relstively inactive in past years
Plans for n more mcaningful participation by members,
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4th Class Employees Kalyan Samity: (Bangladesh Biman)

Estd. April, 1985 Ho. of mcmbers: 200, Subscription:
Tko 20/-D'm.
Positicn of fund: Tk. 12,000/~

Eligibility to apply for leans comas aftcr 2 ycars of membership
Intends to oxtend erodit facilitis for non-consumption loans
lik:: land purchsse and house construction, Plans to back a
membexr on reticment, his entire accumulated saving plus intcrest
incomc. The ratc of interest has not been fixed yot,

Power Development Board Officer's Scoeity:

Estd. 1980 (Reactivated) No. of members: 700
Subscripti-sn: Tk. 20/- p.m. with Tk. 5/- entry feo,
position of fund: n.a.

Sincc all raised funds are exhausted in mcetings and get toge-
ther, thore is no monctary base for extending leon operation,
Plans to rcorganis: and start credit cperations soon. ILngages
i occassicnal welfac activitics and serves as a forum for tackl-
ing officinl probicms.

Power Development Board Typists Society:

Estd. Dcc. 1986 No. of members: 400
Subscripticn: Tk, 5/- p.m. (Proposcd)

A young scheme in the making. Plans to have an efvective credit/
savings schomc among its mormbers. Proposals for 6 month loans
at ne interest chages and ¢viling of Tk, 800/~ pcr member are
actively considered.  Actively looks after its members interest,

Brother Graddafi Kindergarden School Teachers Association:

Estd. Junc, 1986, No., of members: 25, Subscription: Tk, 1%of
basic salary deducted at source.
Position of fund: n.a.

Purcly a savings scheme, with nembers (exclusive ladies)
interested more in their accumulated savings than in taking
occassional loans. The managcment will, however, comply with
loan rcguest (not forthcoming till date) but has not fixed
up the terms and conditions,

BDADC Officer's Association:

Estd. 1972 ¥, of members: 300
Subscripticn: Tk. 10/~ (until March '85) p.m. _

Tk. 50/- generally collected in 2 installment.
Pugition of Lund: Tk. 4,000/- ’

Vary irrcgular contributions by mcmbers cxplain low position
nf funds rnd the absence of an eoffective crcedit npoeration,
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Labour Deptt. Non-Gazetted Karmachari Samity:
(Deptt. of Lahour and Manpower)

Estd. 1978 No. of members: 55 (H.0.) 500 (regional)
Shuscripticns: Tk, 2/- p.m.
Positi~n »f fund: nil

Irregular collectien cxplain funds position and lack of any
provisions for lonns. ladc occassional grants in the past to
Jmembers din dispersc by ccllective donation,

BCCI Employces Union (Regional):

Estd. iy, 1981, No. of members: 170
Subscription: Tk, 10/- p.m. for clorks

Tk. 5/- pem. for cther subordinates.
Position of fund: Tk, 4,000/~

lo provisicn for any credit cperation, but otherwise active
in looking after members intercests., Actively participated in
relicf works for Urir Char dcvastation by donating Tk. 5000/-
in cashand Tk, 2000/~ in kind (sccond band clothing). Makes .
occassicnal grants for members in distress 1like helping out
5 ccllecgues with their lob (Tk. 3,000/-) in conncetion with
their job confirmation,

Islam Group Motor Chalak Kalyan Tahbil:

Estd. 1685 No. of member: 15
Subscripiicn: Tk, 50/- p.m,
Position ~f fund: Tk, 12,000/~

Loans are cxtondod =0 any mcmber for o max. of 757 of their
nccumulated  eontvibution at 5% monthly interest charges., A
reccnt problem with lcan rccovery has temporarily put a shop
to aay further loans.

Bangladesh Krishi Bauk Officers Kalyan Samity: (Regional)

Ustd. Hov. 1985 Wy, of memberss 358
Subscription: Tk, 5/- p.m,
Positicn of fund: Tk, 21,000/~

Basically a savings scheme, but also looks after members inter-
st ~nd malics eccassional grants in the form of gifts and prizes
for wards of members who do well in public examinations,

Sonali Bank Officers Kalyan Samity:

Hstd. frst in 1970 - dormant until when a 53 person convening
comiticc was sct un Lo manage and ron a welfare fund. Modes
of operarion have not bzen defined yet.  Returns from sovenir
brought Tk. 60,000/~ to their fund last year.
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BSRS Officers Welfare Association

Istd. 1978 HNo. of members 135
Subscription: Tk. 15/~ years
Positi. .. of fund: nil

No activity to weport on credit or savings operations, HMainly
cngages in recereaticnal ond welfare related activitics.,

Bangladesh Bank Officers Welfae Association:

Estd. 1984 Ho. of members : 600
Subscription: Tk. 2/- p.m.
Pogition ~f fund: Tk. 10,000/~

No credit system jn operation. Most funds arc used in annual
gencral mocting, lcbbying, postcring ctec. Active in the protcc-
tion of membes interests.

Bangladesh Bank Officers Welfare Council:

Estd. 1968 Ho. of mcmbors: 500
Subscripiion: Tk, 2/- p.m.
Position of fund: nil

Undertakes no crodit activity but is otherwisc active in looking
after  ~fficcr's  interosts. Vhatever funds accumulate are
exhaustcd in promotionnl activities of its members,

Agrani Bank Officers Samity:

fstd. 1972 llo. «f members: 1500
Subscription: Tk, 2/- p.m.
Positicn of fund: nil

Organized on regional lines, aad concentrates mainly c¢n job
promoticnal  activitics of its memburs. Meets . occassionally
to discuss officcrs problems, and collcets donations to meet
spccific cmergencies.

B.IW.T.A. Officers Association:
Lstd, 1976 tlo. of members: 500

Subscription: Tk, 2/- p.m.
Posicin of fund: n.a.

Mainly cngage in weliare related activities and protects members'

interzst by lobbying pospering and making representation to
the wuthority.
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_Employees' Co-operative Society:

(Department of Reljef and Rehabilitation)

Estd. 1986 MNo. ¢ members: 35
Subscrption: Tk, 100/- PeM,
Position of fund: Tk, 50,000/~

Yery active in loan operations where some 20 members now have
loan accounts. 4 ceiling of Tk. 500/~ exists for loans repayble
in 3 months at 5% monthly interet. Also gives Joans tc out-
siders (on membes security) at 10Z monthly charges. Future
plans for extending small trade credits to members,

Karmachari Savings Fund:
(National Board of Revenue)

Estd. July 1985 No. of members: 43
Suhscription: Tk, 20/- P.m.
Position of fund: Tk. 1,000/~

Loans for general and specific purpose extended to members for
a maximum anmount of Tk, 1,000/~ at 6% interest rate per month
with suitable repayments schedule.

Savings Fund: (N.B.R.)

Estd. July 1985 MNo. of members: 15
Subscription Tk, 15/- p.m,
Position of fund: Tk, 10,0600/~

Operates basically as a savi ‘s scheme, but gives out occassion-
al loans at 57 monithly charges for 6 months,

Savings Tahbil: (N.B.R.)

Istd. 1984 la, of members: 11
Subscription: Tk. 20/- p.m.
Position of fund: Ti, 1500/-

Operates as a savings scheme for its members. After some
savings peot accumulated for a while (a couple of years) they
are divided up and distributed equally ariong members, and a
fresh start is then made for a second round of such saving
effort.

Executive Staff Association: (Custons and Excige)

Ostd. 1975 No. of menbers: 1300
Shuscripiienss T, 16/- p.m.
Position of fund: Tk, 6,000/~

Engages mainly in promotional actiities of its members, Operat~
28 a5 o savings scheme also. Fiakes occassional grants to mem-
bers in distresss.
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50. Employees Welfare Associatinr: (Tariff Commission)

gstd. 1980 No. of members: 17
Subscription: Tk. 20/~ p.m.
Position of fund: Approx. Tk. 17,000/-

Active as a credit/savings scheme. Extends loans generally
of Tk. 2000/- for £ months ac 22 monthly charges. Also gives
short term (1 month) interest free loans to members. There
are provisiors for grants which are created by keeping aside
27. of the total profit of the society for the purpose.
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IV STRUCTURE AND MODUS OPERANDT NF THE IECS:
IV-1 The Emerging Scenario:

Our exposure Lo the operational context of these TECS now enable
us to move one step forward towards 1 better understanding of how
such informal ochemes set themselves ‘o work. As mentioned before,
these schones come  into existence in I:sponse to some long felt
necds. Dut perliaps the most dificult task is to keep them alive
and translace their idesals into practical reality. This is where
thosc counted fow - the trusted, the very active and the inspired,
come in and work late and countless hours. These are the people
who make up the difference between an active and dynamic society
and a dormant one, Their job is indeed thankless, for, not only
do they oversee all members® prompt monetary contributions, they
also handle normal chores like deliberating on loan requests, monitor-
ing its iecovery, fund management activities and periodic meetings

to apprise ncmbers of the state of things.

While wost of these informal schemes purport to be savings/
credit schemes, not all have activities on rccord. By credit activi-
ty is meaxt the process of draw: ;g on a member's cumulative savings
(in certain prescribed limits set by agreed rules) for a variety
of purpose, with a promisc to repay them, again on an agreed basis.
Judged freom this perspective, our sample obscrvations reveal that
about three-fifths of the ILCS are actively involved in credit and
savings opcrations. llost of these schemes involve requests for small
loans to tie up occassional financial hardships, often at rates rang-

ing from zero to 967 per annum.

Although there are no restrictions on the number of times a
contributing member can eccure loans (except in default cases where
all arecars have to be cleared beforc any further requests can be
entevrtaiacd), there invariably «¢xists a loan ceiling at a
predetermined ratc. This ceiling is fixed in some schemes at a flat
absolute rats, or in others, in certain proportion of a contributing

member’s iotal contributions. Fach loan application is considered,



in most cases, by a spocially constituted sub-committce who
deliberates on the merit of the casc and recommends accordingly.
Of course, not all requests for loans are cntertained, and even with
respect Lo specific amcunt. applicd for, the same is not granted, -
There is inuvitably some prior screening done on the basis of the

amount of moncy available and the priorities set by the sub-committee,

From our carlier discussion of individual IECS survizyed (Section
IIT), we note that while some schemes allow members to obtain loan
cquivalent to thoir contributions or less, others (such as the one
described in brict 1) do not appear to have such restrictions. Table
IV-i below throws additional lights on the distribution of such

schenes by ceiling rostrictions.

As can be scen from the table, a majority of the schemes do
indecd have ceiling iestrictions. They constitute 36% of all the
IECS, hut within the crodit active ones, account feor 587, So, while
a substantial number of schemes allow membcrs to overdraw, these
possibilitics oare constrained by thc availability of loanable funds,
the number of such loan applications and the priorities that are

sct by the organizing body as to "o gets the loan ard how much,

How do those sclmes handle default? Tour one thing, defaults
have beur vory fow and far botween.  The case with which defaulters
are identified is often o very cffective deterrent. In some cases,
howevcr, default gocs unchecked for a good lenght of time despite
efforts at persuasion. If the defaulted amount is less than a mem-
ber's cunnlative savings, two measurcs are at hand to resolve this,
The first conccrns ad justments by way of rescheduling the loan either
in torms of cxtending the rcpayment period, or a revision in the
interest rate charged  (which may at one extreme mean a complete
waiver) or  some combination of both, The other method involves
sejustmont ir the forn of deducting the defaulted amount from the
particular momber's cumulative savings and then giving such mcmber
the option of terminating his membership or staying in with his
reduced  personal accumulated savings. Real problems arise when the

defaulting memb~ gets away somchow, with an amount that is dispro-
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Tabie IV~i

IECS Classified by Activity

Schemes that . . . As 7 485 2
have Coded entriecs of IECS No. of of cred.
total active
Ceiling 2 3 5 6 9 12 13 17
restrictions 18 19 20 22 24 25 26 30 18 36 58.1
37 45
o ceiling I 4 8 10 11 14 15 16
rostrictions 27 28 32 46 50 13 26 41.9
Credit 7 21 23 29 31 33 34. 35
inactive 36 38 39 40 41 42 43 44 19 - -
47 48 49
Table IV-1i{

IECS Classified by Activity

Nature of Coded entries of institutions

activty in which these 5Cs "mes are No. % share
located

Credit 1 2 3 3 4 5 6 7 8

active 8 9 10 11 12 1|2 12 14 14 30 60
15 16 17 17 17 18 25 32 33
35

Has credit 2 10 15 20 20 21 6 12

provisions

but dromant

“rozen idle 6 13 19 22 29 5 10

funds
No funds 23 24 29 3 6

Others 26 27 28 30 31 34 6 12




portionatecly largey than his accumulated savings, Qur atudy has

detocted only two coscs wherw such hand occurcd.

On the whol:, it appzars that the organizers of these schemes
are not cvertly worried about defaults in gencral,  Indeed, they
put forvard argumenis Suggesting that default is basically uninten-
tional and one that can ¢asily bc handled, given time. As mentioned
earlier cn in this scction, not all informal arrangem¢ S arc active-
ly involved in loan/credit opcrations. Table IV-1  sums this up

for us:

bhile: some socicties have funds which remain inactive for a
varicty of rcasons, others arc without any, since thesc arc exhausted
in activities unrclatad to credit., In the former cases, such idle
funds arc explained in two ways. first, and'as our data show, there
are constituticnal provisions for loan opcrations but for somc un-
oxplained rcasons. It has not gotten off the ground (12%). Secondly
there hav. also been instance whore funds are simply kept frozen
and no one bothers much about activating them (10%). Strongly enough
includcd  in  this category are schemes located in  financial

institutions and hig govcrnment corporations,

At the othor =xtreme, we find socicties that otherwisc big and
powerful who 51mp1) usc funds in such activitics as 1gbby1ng or. for-
ning- prLsuurO'v“oups to polltlcallze _promotions, transfers, suspen--
sions and layoffs (187). At other times, some schemes with no regu-
lar programme, moot occassionally, raise funds through impromptu
contributions and axhaust them on some specific welfarc orientced
activitis or makes to spucific members afflicted with family and

personal bardships,

IT-2 Size Distribution of Consolidated Funds:

in this scction we look at the size distribution of IECS funds
differentiated by membership size and the stutus of cmployccs compri-
sing such °cbﬁmes;~-Unfortuant‘1y, we could only gather information
for half of ihe sampled units.  IECS funds are classified according
to the felinwing slabs:
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1. 1lcss than Tk, 10,000
2. 10-25,000

3. 25-50,00C

4. 50-1,00,000

5. 1,00,000+

whilc membership sizes ar distributed as:

1. less than 25 members
2. 26-50

3. 51-100

4. 101-500

. 501-1000

6. 1000+

[
)

With rcgard to the status of employces wc have 3 different groups:
pur.ly :mplcyees catogorics, only officers groups and a mixed one
comprising all catcgories of cmployccs. These  dimensions are
rccorded in Table: IV-iii below,

Table VI-iii

Size of Consolidated Funds : By Membership Strength
by Status of Employees

<25 mem, . 26-50 S5 1~100 101 =500 301-1000 1000+

EOM T 0N EON EO N T 0N T 0%
<Tk.10000 3 1 1 3 1 1 10
| 35.7%
7
10-25000 3 2 11 2 07
25-50000 1 2 1 4
2 , 14,32
50-100000 1 1 11 4
14.32
100000 + 11 ) 3
10.7%
7 712 1 1 2 4 1 1 1

E =" employees 0 = officars M = Mixed
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The largest concentration of cases appear to be in those schemes
that have leoss than Tk, 10,000 fund size (35.7%) followed by Tk.
10-25,000 brackst (25.0%). There aro however, fund sizc of over
enc lakh teka end they account for 10.7%2 of the cascs. Within the
less than Tk. 10,000 bracket, cmployces’ group dominate (50%) with
no definitic pattorn as to the size of the group for which this is

truc.

Vich respect to the fund size bracket of Tk. 10-25,000, cmployees
group also 'minate (85.7%) and a cloar pattern’ exists with rogard
to the size of the group : the less than 25 members group accountign

for 437 of the cases Followed by group size of 26-50 members (28.5%).

Yhile thesc dimensions reflect the actual distribution of IECS
consolidatecd funds, a morc interesting fact rmerges, howéver, when
one looks at the ycarly fund ralsing capacity (FRC) of thesc schemes.
Thes: FRCs can be worked out simply as the product of yearly per
capita subscription and the nu~Ser of members forming such schemes.
Again, dcpending on the life of these scheme':, a potential fund size
(PFS) for cach IECS may thon be determinced., This PI'S when matched
against actual cxisting fund size, would give us a rough idea of
how funds liav: becn managed or exhausted.  On these calculations,
then, a schematic table is worked out in Tablc: IV-iv below, which

records these wspicts for each of the LECS surveyed.,

Columns 5 and 10 deseribe in a crude way, the extent of fund
cxhaustion by the IECSs, given by spending index (SI) and approxi-
maced (P-E-S;F;’LXIOO) where FS refors to actual and cxisting fund size.
These SIs are relevant for only half of thse IECS sampled either
because cxisting [und positions arc not available (for 347 of the
the cascs) or becausc existing funds cxceed thdpotcntiblj fund size
of many of thos: schemes (16%). The latter possibility can perhaps
be oxplained by a large one time or occassional grants received or

raiscd by thesc IECSs.
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Compared with Table: IV-ii , Table V breaks down FRC of Tk.
25,000 ard lesz into several small-r dcnominations, since many active
IECS have swaller membeship sizec and a corrcspondingly monthly month-
ly subscription. Hore, the largest concentration of schemes appcar
to lic in tho Tk, 12,000-25,000 FRC bracket (25.57), followed by
Tk, 6,000-12,000 brackot (21.3%7). Officecrs group with a mcmbership
size of 101-50C sredominate (507) ir the former taka brackct while
the cmployecs group (70%) docs that for the latter bracket with a
membership size of less than 25 commanding a majority. Looking at
the wholc ronge of TRC of our sampled IECS, the median value turns
out to bec Tk. 12,500, whilc in torms of total magnitudc (rcleant
for 47 TiICS), the figurc is calculated at Tk. 1,37,920,400,

Table : VI-vi which followed, provide additional insights.
It rcarranges the index of fund exhaustion or spending (SI) in dcscen-
ding'ordgr of magnitude and arc further broken down by mbmbcrship
strongel, by status of «mployccs and thc nature of the activity under-
taken by these 1ECS (where C 4+ credit activity, S + savings activity

and X + ~ctjivitics unrclated to credit or savings).

Thus we find that schemes that have a rather high fund spcnding
index (SI) are the ones that arc involved in activitics unr~latced
to cither credit or savings. Most arc officcers’ schemes (50%) follow-
cd by the purcly cuployces' schemes (35.7%). fgain, with respect
to mombersbip siz., an overvhelming majority arce schemes that have
largs numb.r of ncmbers (200-1500). On the other hand, most schemes
that ac crcdit »ctive arc those that hav. a fairly spread out spend-
ing index, are puroly cmployces' schemes (82%) and have less than

50 members constitutiing them (61%),

IV.3 INTEREST RATE STRUCTURE

The dintorcst zu¢e structure provides another interesting dimen-
sion to the rctivity of thesc informal credit socictics, Here again,
w2 have less than adequate data to stort with. Table VI-iii summari-
SUs Lrse along with the institutions in which thcse schemes are

located. Tor our purposc, the following interest ratc categorics
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Table IV-iv

(in ‘000 Taka)

1 2 3 4 5 6 7 8 9 10
‘ zfgzs FS FRC  PFS SI gsgzs FS ' FRC  PFS SI

1 3.5 34 1.7 W 26 23.0 3.2 12.8 %

2 3.6 12,6 12.6 76.2 27 50,0 9.0 27.0 =

3 n.a 10,2 30,6 - 28 n.a 40,1 80,2 -

4 6.0 6.1 6.1 1.6 29 5.0 22,1 243,5 97.9

5 n.a 3.0 12,0 30 12.0 48.0 96.0 87.5

6 124.7 28,2 141.0 11.6 31 n.a 168.0 11%.0 -

7 0.84 14,1 56,4 98.5 32 n.a 24,0 24,0 -

8 9.7 7.2 14,4 32.6 33 n.a - - -

9 25.0 7.2 79.2  68.4 34 4.0 15.0 225.0 98.2
10 11.4 2.0 5.1 % 35 nil 1.3 11.8 100
11 n.a 4,2 25,2 - 36 4,0 10,2 16,1 75.2
12 79.6  18.2 54,0 37 12,0 9.0 18.0 33.3
13 42,0 12,5 37.4 = 38  21.0 21.5 21.5 2.3
14 34.1  21.6 43.2 21.1 39 - - - -
15 n.a  300.0 3000.0 - 40 nil 2.1 18.2 100
16 n.a 24,0 336.0 41 10.0 4.4 43.2  76.9
17 220.5 42,0 420.6  47.5 42 nil  12.0 228.0 100
18 n.a 24,0 24,0 - 43 nil 36.0 540.0 100
15 n.a  48.0 528.0 - 44 n.a 12,6 132.0 -
20 600.0 52,5 315.0 % 45 50,0 43.2 43,2 %
21 70.0 3.6 82.8 15.5 46 1.0 10.3 15.5 93,5
22 n.a  50.4 352.8 - 47  10.0 2,7 4.9 %
23 n.a - - - 48 1.5 2.6 7.9 8.0
24 n.a 4.5 31,5 - 49 6.0 156.0 1872 99,7
25 n.a 5.4 27,0 - 50  17.0 4.1 28.6 40.6
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Table IV-v

FRC Classified by Membership Size by Status of Employees

<25 mem:  26-50 51=100 101-500 501-1000 1006+
E OM EOM & 0PN E O X E 0 M E 0 M

- Tk. 3000 1 1 3 1 1 7
14.9%

3-6000 1 2 2 1 6
12.8%

6~12,G00 4 1 2 1 2 10
21.3%

12-25,000 11 1 2 6 1 12
25.5%

25~50,000 2 1 1 1 1 1 7
: 14.9%

50~100,000 1 1 2
4.2%

100, 000+ 1 2 3
6.47

Table IV-vi

Spending Index (SI) of IECS Funds : By Membership Strength by
Status of Employees by Nature of Activity

- TECS Naturc of IEGS oy 1ECS  Nature of IECS
codes stat. size activ, codus stat. .size activ,

100 35 E 55 X' 76,2 ¢ 2 E 21 c
100 4G 0 135 X 75.2 36 E 170 X
100 42 0 500 X 68.4 . 9 E 30 C
100 43 0 1500 L 47,5 17 0 35 C
99,7 49 M 1300 S,X 40.6 50 E 17 C
98.5 7 0 235 X 33.3 37 E 15 C
98.2 34 0 300 X 32.6 8 E 20 ¢
97.9 29 0 369 X 211 14 M 36 C
93.5 46 E 43 C 15.5 21 E 100 S
87.5 30 E 200 cC  11.6 6 E 47 ¢,8
81.0 43 M 11 g 2.3 32 0 358 S
76.9 41 0 600 X 1.6 “ E 17 c
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arc ideatified:

1. Interest free loang - 2. Intcrest  rate of less  than
27

3. Intercst rate of 37 4. TIntcrest rate of 47

5. Interast. rats of 57 6. Interost rate of 5%

As we cen sce, the range is fairly larpe. We have instances where
6% intcrest is charged por month and ioans have been taken out on
them and repayed cventuzlly. This also perhaps cxpalins why those
loans arc hic-ssarily consumption loans that mct family cmergencics,
Therc have beon only 2 schcmes giving out non-consumption loans at
5%

Th.. rcst of the schemes  then, arc overwhelmingly geared to
giving out fomily consumption loans. As explained in thc bcginning
of the study, it ig difficult to go bechind these to explore other
specific dcteils of the cnd-usc of the funds. Nor have we been able
to cxplain fully the intcrest~ ratec diffcrentials pertaining to
diffcrent schemes that oxist in our sampled institutions.. In any
given schemes, where a positive rate of intorest is charged., this
reflects th: valuation thet wembers place on the use of scarce funds
under varying states of risk and uncertairties, It alse reflects
members’ perception of the raison d'etre of such borrowing and lend-

ing and the spirit with which such traansactions arc undertaken.,

Coming back to Table IV-iii, then we  observe the maximum
concentration of schemes giving out small loans given out at two
different intercst ratcs: 27 and loss (23.3%) and 5% (23.3%) p.m.
A significant proportion of such loans are extended on purcly intorst
frce basig (16.72) and also at rates of over 5% per menth (16.72).
No significant pattern cmerges with rspect to interest rate difforen—

tials among difforent institutions sampled.

In summing this scciion up, we recall that most loans are taken
out to ok paticnlar fanily cmergencics even at high rates and that

too Ly the most disadvantagrd wembers. On this score, the system
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‘Table IV-vii

Interest Rate Structure : By Institutions

I.R Coded contriaes
N 2 ontrie fpQte 9 74
pom. Coded eutries of iests,  No. Z of institutions No. Z
Consumption loans Investuent loans
int. 1 11 13 16 18 5 16.7
free
< 27 8 9 12 12 12 12 35 7 23,3
37 5 6 7 8 10 5 16.7
A 8 1 3.3
57 4 8 10 17 17 32 337 23.3 10 10 2 100
52 + 3 14 17 32 133 5 16.7

perhaps appoar inequitable. OF course, when interst rates arc high
and default kept to a minimal, those provide improtant source of
carnings for chose schemes,  3ut  these are, to many, incidential

bencfits that accruc to such socicties,
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V. SOURCHS AND USES OF IECS FUNLS:

V.1 The Sources:

It may be reealled hore and rcecords shew that informal credit
socictics for cemployecs have been in cxistence for many ycars now
and somc of these are still growing stronger. Part of the rcasons
for nower schomes comirg into existence is pcrhaps attributable to
the dynamism ~ad the spirit of self help that these older societies
foster.  Theres is incvitably, o liarning process involved as socico~
ties lcarn from the expericnces of oth.rs. This beclicf of ours was
confirmed in unmistakablc fterms as we talked to the men behind these
informal schemes. These arc thc men who, more often than not, arc
involved rnot only in the pnrticulaf: society under invcstigation,
but who arc aiso issociated with a host of other comparablc societices.
Indecd, onc orgrnizer has claimed to bo concurrcntly associated with
a dozen of such schemes.  ‘How do you manage to do all these despite
your rcrmal officc workloads', we asked,  Prompt came the reply

"passioni®

Passions anart, informal cruodit/savings schemes subsist basically
on mcmbors® contributions whosc amount varics with the status and
categorics of umploysns and"tho pcreeived !onefits that accrue to
members in coucral,  Table Vi bclow, the distribution of monthly
subscriptions by cmploye-s categoriis: purcly employces (E), officers

only (0) snd wixad (¥) for our 50 sampled units,

Data reveal that Tk, S5 and less slab apepars as the dominant
modc of subscription followed by thc proportionately cqual slabs
of Tk. 6-25 and Tk. 26-50." Bchind thsc apparent figuros- lies on
intercsting contrast. Cfficers’ schemes  dominatc over cmploycaes'
in the Tk, 5 and 1lcss catogory, while the opposite holds truc ior
the ranges Tk. 6-25 and Tk. 26-50. This pcrhaps scrves to underscore
the point ohog cmployecs  in general strive harder to squecze  out
a larger proportion of monttly contributions in the hope of un even-
tual and bigoor future gains. On top of this, their monthly contrjbu-

tions regardod ns forced savings whose alternatives would have been
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wasting o on otherwise trivis® oxpenditures.,

Of coursc, not =11 officcers’ schemes have such low contributions.
There are schones where anaverage of Tk, 100 puom. is paid by the
officers., 'hatrver the size of the individual contributions, tho
general improssion onc goes is that all arc willing ‘to contributc
if ealled upon w0 o so. The fact that these arc collected immediate-
ly ofrer salary cheques are honded out (and in grcat. many cases,
thes: contributions ~rv Autom:itically deducted from members' salary)
mikes cveryboiy's tasks s great deal casier, Colelction cfforts

have rarely gone into problems.

Table V=1
Subscription Status No. yA
E 6 12
<Tk. 5/~ 0 10 20
M 1 2
i 9 18
Tk. 6-25/= G 4 8
M 2 8
E 10 20
Tk. 26-50/- 0 0 0
M 5 10

X O
SN
(=R S X
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V. 2 Uses of Consolidated Funds:

This scetion describes the diffrent ways that TECS scck to manA-
8¢ thedr funds. These are analyscd under the following broad identi-
fiable categorics:

1. Fixed deposit acct.

2. Savings/curront acct.

« Investmont in financinl papers like prize bonds otc.

L R

« Loans o monbirs

othor investmonts

-

Grants to members and thceir families, and

~N Oy

» thor misccllancous heads of expenditures

These uszs are alse comparud w1th mémbership size and status of
«mploy.es Lorming these schcmc. to ascertoin the signfiicance of
thesc Lwo in the uses of fungs, ill these aspects are depicted in
Tahle J-11 balow,

It appsars that most of ‘the funds ar:. kept in savings or current
account (347). 1In only 97 of the cascs are these funds kept in F/D
acctt., and thse arc operatod dominantly by tho cmployces'. groups
(55.59) hinving menbership size of 50 persons or less (44.49).  Such
patturn is not noticeable wilh respect o the funds kept in the
savinas or cuvront account, sinc., all group sizes and all catcgorias
of crployecs nre fairly well represented.  In other words, thc use

of sovings/curent acct. is the dominant form in which funds are kept.

A Significant proportion of IFCS Ffunds (27%Z) are loancd. out
Lo the exclusive: members,  Again, a majority of these credit activi-
tics ar: concertrated in the schemes for the lower paid employees
(55.5%) followed by the mixed form (30%4). With respect to group
gize, thosc credit/loan activitics arc mostly concentrated ip the

schemis that have loss than 50 members (5272).
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Crants make up roughly 15% of the us: of IECS funds and these seom
to he fairly w 11 spread with respect to differcent grodp sizes, with
A majority of such schomes rceeiving these funds lying in the purcly
cmploycs  corregory. This  grant component together  with  the
unclassificd misccllancous catcgory make up a quarter of IECS fund
utilization. “inally, wc¢ nrote that lorns and deposits maintained
cither din fixed or in currcnt/savings account are just about the
only recognised mode of fund utiiisation practiscd widcly by thesc
JECS.  On this basis then, a credit to dcposit ratio works out to
bc &3:37, implying that for every hundred taka made avaialble to

ILCS loans make up roughly thrce-fifths of that amount.

Table V-vii

Uses of Consolidated Funds : By Membership Size by
Categories of Employees

< 25 26-50 51-100 101-500 501~1000 1060+

EOHM EOM EOM EOMX EOM E O M

8

Fixed dep.

. 2 1 2 2 J 1
account
Saving/
current a g8 1 1 9 1 1 1 2 3 2 1 1 2 1
account
Other fin. 1 1
invest.,
Loans 8 1 2 6 1 2 1 2 1 1 1 1
Other
invest. l 1
Grants 1 2 1 1 1 1 1 1 1 1 2 2

tidsc, 1 1 1 1 3 3

34

27

15
11
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VI SELECTED CASE STUDIES:

In order to articulate morc fully some operational agpects of
credit activitics undortaken by these informal schemes; four casc
studies hav: beon singled out for morz detailed analyscs. Some of
the basic consider~iions which have influenced our choicc of these

4 IECS have been the following:

i. the degroc of rapport established by the resecrch team and
the case with which access to filc information have becn

allow~d within the alloted time frame,

ii. the dominant form of organisation of these IECS with respect

to {hiv ctatus of employecs forming them,
iii. the relative age of these schemes,
iv, the sizec of membership of these schemes,

V. thc institutional ond the organizational set-up within which

such schenes arc forned, and

vi. tiw dogree. of teredit cctivity that thse schemes have on

racord.,

To get som scnsc out of these consisderable diversity, we have
attempted to moke this choice as rcpriosentative as possible. Thus,
we have opted for schomes which are basicnlly cmployees' organisa-
tion, arc ralatively younger in agc, have a modcst number of members
(15~40), and have choosen 1986 s the basic reference for all of
these.  Qur next logical course, has been to probc into file informa-
tion, spccifically looking ot all applications and rcquests for loans
for the calencer year 1686. This exercise, has gencrated for us

the following broad data sct:

i. poriod of the loan
A. 1 months

b 1-3 moaths
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c. 3-6 months
¢. 6 m j_f'yonr
c. 1-3 years

f. 3-5 yoars

2. 5 4 yoars

ii. size of loan brackets:

a. Tke 100

b. Tk. 101-500
¢. Tk. 501-1000
d. Tk, 1001-3000
¢. Tk, 3001-5000
L. Tk. 5000 «+

iii. by status of cmploycos: ,
a. low incomec category (Class I1I and IV)

b. officers income category (Class I and II)

iv. by purpos: (end usc) of loans:
1. family -
1. medical
2, &aducation
3. marriage, dcath and other socisl ceremonies
4. house repairing
5. consumér durables
a. business and trade

c. others

The four sclected case studics comprise autonomous institutions
(Phaka University), specially constituted bodics (Toriff Commission)
financinl institutions/insurance cos. (Sadharan Bima Corporation)
and a gév:rnmsntal organisation  (Relief and Pehabilitation

Pirectorat.).
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VI.1 Karmachari Kalyan Samity (1982): Dhaka University: IECS Code 25.

Loan  applications have exclusively come from class 3 and 4
cmployces asking for o maximum of 3 months loans. Class 4 employces
prcdominate with respect to all loan  size brackets except Tk,
501-1C00. 1In 11, 34 applicatiois have been located, and half of
them folling in the Tk, 101-500 loan sizc. 8 of them (23.5%) have
asked for ~ loan sizc of Tk, 1001-3000. Table VI-i bolow catalaogs

those footures:

- Table VI-~i
< Tk, 100 101-500 501-1000, 1001-3000 N
ITI1 IV IIT Iv IIT IV II1 v
1-3 2 5 12 5 2 3 5 =34
months 5.9% 14.7% 35.32 14,72 5.9% 8.8% 14.72

Yith .respict to rhe purposc for which loans have becen  taken
An overvhclming majority fFoll in fomily cmergencics (whos-. details
are veory hazy) - 91,27, while only 3 cascs of applications for short
term busin.s and trade loans bave been identified (8.8%) in tha
Tk, 10C1-3000 loan size bracket, A1l these loans have boon given
out on &~ fl~t 39 ionthly chnrges irrespoctive of the loan amount

and loan period.

Casc Study 2: Karmachari Kalyan Tahbil (1980):
Tariff Commission IECS Codec: 50,

This scheme presents » slightly different scenario. 30 1oan
applications have been located, -ind all belong to thc 3-6 months

lomn period at 27 and less monthly intercst charges.  These involve
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a little lLigh<r loan size bracket. The preponderance of lower income
cnployees in losn size brack:ts, Tk. 101-500 and Tk. 1001-3000, is
once apain cstnblishad, with class 3 cmployces dominating in loans
involving lorpzr amount (Tk. 3C00+). The highest no. of loan applica-
tions £all in Tk. 1061-3000 brocker (56.7%), while within this group,
applic:tions from class 4 cmployces have the largest share (23.3%).
These arc rccorded in Table: VI-ii below:

Table VI-ii

Tk, 101-500  501-1000  1001-3000  3001=5000  S000T
1/2 3 41/2 3 41/2 3 412 3 41/2 3 4

3-6 mon.

—
—
[—
o
[—
(9]
(9]
-~
[—
N
[—
[—
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—t —t —t o~
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With rogard to the ond us: of such loans, we encounter the fami-
liar prepondcrance of consumption loans subsumed under family
emergencies (89.77).  The maximum concentration of applications within
" this category fall in the Tk, 1001-3000 loan size bracket (62.97%).
Therc wer: only 3 applications for non-consumption loans, 1 for
busincss and trade (Tk. 1001-3000 r=ange), 1 for investment in land
(Tk. 5000+) and the other for unspecificed purpose.

VL.3 Casc Study 3: Akotaa Kalyan Tahbil (1984):
(Sadharan Bima Corporation IECS Code: 10)

Twonty loan ~pplintions «ap. on rocord in 1986, af which half
for short term lorns for 3 months ~1d less, while the rest arc
distribution os follows: lcss thep 1 months - 57 and 3-6 months lionn
- 45%.  Almost @1l (excepting 2) cases of loan requests belong to
loon size Lrackots Tk, 501-1000 (35%) ond Tk, 1001-3000 (50%).
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With ruspect to ithe distribution by status of cmployces, class
3 dominate over class 4 for loan pcriods 1-3 months and 3-6 months.,
This is in slight. contrast to the previous two casecs considored.
As regards the :nd use of loans, 75% -rce Attributable to unspecified
family consumpiion nd 157 for housc repairing. Our points of

rcference nre the two Tables: VI~3—i ond VI-3-1i reproduced below:

Table VO-3-1

Number of Applications by Period and Size of Loans
by Status of Employees : SBC 1986

Tk. 101-500- 501-1000 1001-3000 2001-5000
1/2 3 4 1/2 3 4 1/2 3 4 1/2 3 4

<1 months 1 , 1
1-3 2 2 1 5 10
months

20z 207 102 50%

3-6 1 1 2 ] 2 1 1 9
months 1.1 1.1 22,2111 22.2 11.1 11.1
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Tabl: VI-3-1i

Number of Applications by end Use of Loans :
by Period of Loans by status of Employees : SBC 1986

(Percentage)

Tk. 101-500 501~1000 1001~3000 3001~5000
1/2 3 4 1/2 3 4 1/2 3 4 1/2 3 4

Unspecified 1 3 1 1 7 2

family 6.7 20,0 6.76.7 46.7 13.3

purpose

House 2 1
repairs 66.7 33.3
Others 1 1

15

VI. 4 Case-Study 4: Employees Cooperitive Society (1986):
(Department of Relief & Rehabilitation IECS Code 45)

In this scheme we observe a larger number of appliations (52)
for loan requests received for the calender 1986. All applications
ask for loans of 6 months and less varying in amounts that range
from less than Tk. 100 to Tk. 5000. The highest no. of applications
are recorded within the 1-3 months time period (67.3%) followed by
less than 1 months period (28.8%) and 3-6 months period (3.8%).
Fof'very short period of 1 month and less, class 4 employees have
the largest no. of applications handed in for most of the loan size
brackets. But for 1-3 month loan period, class 4 employees dominate
in lower loan sizcs while the reverse is true for class 3 employees
for higher loan size. These are evident from a glance at Table VI-4-i

below:
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“hen we come to the purpes. for whichH loans are requcsted, a
somewhat. more distilled picture emerges, Unspecified family consump-
tion loans still dominate (67.3%) but others appear mo;Q
distinctively. PRusiness and trade loans, for examplé;Andw'acéount
for 15.47 of loan applications. These are small loans though, mostly
in land purchazes, ctc,, also figure prominantely (13.5%) and hefe,
for obvious reason, class 4 cmployees are conspicuously ébéént.
In line with the findigns of other case studies, small loans (Tk.
101-500) constitute the 1argest loan requests, and they come basically

from the lowast income cmployces. Refer to Table: VI.4-ii below:

A SUMMING UP:

In all the case studies examined, the baSic theme runs through
very clearly. These informal schemes have been organized to serve
dual purpose: providing small savings outlets and serving as a base
for small time loans for tying up loosc ends when, for exampIe,”ibw
income cmployeces make use of such funds on a more or less continuing
basis. The frequent use of these funds is conditioned, of .course,
by the ease with which members have ready -access to futids, and the
relatively prompt recovery made. Not all applications for specific
loan ambunfs, however, do get concurrence, but most do. Members
are usually wcll informed about each member's limitations with regard
to the amount of loan requested. Only in extenuating circumstances

do some loan requests get sympathetic considerations.

There have also bcen loans extended on a non-consumption basis,
and the fact that these prescnted no problems for the financial stabi-
lity of such schemes, imply that there are ample scope for more
profitable use of these funds. Finally, it is reassuring to know
that repayments heve ecven been made at seemingly high rates of

interest charged per month.
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Table VI-4-1

Number of Applications by Period and Size of Loang
by Status of Employces 1986

(Percentage)
Tk. 101-500 501-1000 1001~-3000 3001-5000

1/2 3 4 1/2 3 4 1/2 3 4 1/2 3 4 1/2 3 4

<1 month 1 2 2 4 1 2 1 1 1 15

6.7 13.4 13.4 26.8 6.7 13.4 6.7 6.7 6ﬂ7 28.8
1-3 4 4 8 3 1 7 3 1 4 36
months 11.4 11.4 22.8 8.6 2.9 20.0 8.6 2.911.4 67.3
3-6 1 1 2
months 50.0 50.0 3.8

Table VI-4-14
End Use of Loans : By Size of Loan by Period of Loan
by Employecs Category
(Percentggg)
Tk. 101~500 501-1000 1001-3000 3001--5000
1/2 3 4 1/2 3 4 1/2 3 4 1/2 3 4 1/2 3 4

Unspeci~ 3 6 4 12 3 3 3 1 35
fied
loans '
Educa- 1 1
tion ' 1.9
‘Business : 1 1 3 3 8
& trade 15.4
Land pur- 2 1 4 7
chase ‘ 13.5
Others . ‘ 1 1
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VII PERCEIVED BENEFITS AND COSTS OF TECS:
VII.1 The Benefits:

Therce scoms to prevail complete unanimity with regard to the
members'  porception of the benefits that stem from such informal
groupings. From our numerous discussions and informal chats with
the broad cross scction of persons connccted with such schemes, we
could encounter no note of dissent among members beyond their wish-
ing that thc schemes should have come up carlier than they did,
The mamagemont side has the same story to tell; theirs is the story
of hard and thankless work sustained only by the passion to do some
common gocd. They not only endeavour to bind their small community
with the spirit of goodwill, brotherhood ard the impulse to mutual
self help - they must also remain beyond the reaches of even the
faintest of suspicion in thoir handling of day-tc-day activitics
of such schemes, This is because many such socicties in the past
has had to disintcgrate in the face of mistrust and suspicion and
the members parted with whatever savings they had accumulated in

the procuss.

True, thcre were members wiio, in the past, had opted out of
such arrangements, but they did it for rcasons unconnected with the
presumed benefits or the lack of thesc. Some had done it as a logical
outcome, as when he was transferrcd clsewhere: others, as part of
the adjustment pProcess that got clear of the default cases that

they found themselves drawn into.

In what follows, wc dwell at length on some of the aspects of
the schemes that kcep them going: specifically those benefits that
member: perceive and strongly feel about., These are schematically

described in thc following manncr:

a. quicker access to funds for members
b. the absence of collateral requircments
c. basic source of contingency funds

d. the inconvenicnecs of borrowing from formal sources
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e. forcod savings

f. lorg.r run benefits
a. Quicker Access to Fudns:

Therc is a great sense of relicf among participating mcmbers
in knowing that they have a very quick and timely access to funds
to mcct puorsonal and family emergencies.  All it takes for him is
to 1rt thi management know about such a possibility, and thc rest
is taken carc of promptly. These arc even cases wherc the rcquest
for loan wer: made, piven out and spent before formal applications
werc handed in and proccssud. A morc normal feature invovlcs a hand-
written application (in many cases, separate printed proformas are
availablc to specad up processing) for loans, mentioning the amount
requested and spoccifying the repayment period. Repaymetns for modest
loans arc usually made the noxt salary day: for others it takes a

couplc of months.

b. Collateral Requirements:

The best collateral is perhaps thc trust and the goodwill that
cach member holds for onc arother. This is the realm of the
intangibl:.s, There arc of coursc, other more concrete aspccts as
well: the pormanency of the members’ job.  One great dcterrent to
default is  the threat (not normally applied) to withhold salary
cheques until arrcars arc clcarcd. On a more pesitive note, the
absence of collatcrals®* dors away with the inequitious system that
forms part of the formal and organized credit markets based on the
production of accecptabic collatcrals. Clearly, in informal schemcs,
a mcmber's request for loan is centertained solcly on the basis of

its merit and the priority ranking of members' needs.

@50 note 1 at the end of s:ction VII, pag: 53,
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c. Contingency Funds:

Ther: is alse a great sense of scecurity in knowing that IECS
funds arc available for usc by participating members in times of
such fFamily contingeoncics as illness, children's cducational cxpenscs
or cven subsidizing the marriage oxpenses of sons and daught.rs.
On & broadcr contuxt, IECS are a big family unit, so that when person-—
al and family crisis arc too big for a particular member to handl:,
othcrs dig in with thzir lot. Anyway, the fact that for such contin-
gencics, 1dividual wember can and does fall back upon thesc funds,
is & eood cpough indication for him to zcalously contribute unhesi-

tatingly and tn r:pay promptly whatever loans taken out.

d. The Inconveniences of Formal Borrowings:

Apart. [rom thesc IECS, the main sources of borrowing for a mcm-
ber are the foirwal welfare or thc benovolent funds officially managed
by the organization to which he bclongs, borrowings from his official
contributery provident fund and pensions, borrowings from the organi-
zed credit markets and finally, borrowing from fricnds and rclatives.
With rusp.ct to ihe official mode f borrowings, thcre arc invariably
the Lime and rosource cost as onc pays his way through to get the
amount decsired. And of coursc, nohody can guarantoe that the amount
Fequestid reaches him on time.  Thore is usually a mazc of burcau-
cratic and cumbcrsome official proccdurcs.  Morcover, there are the
usual resirictions on the amount and the number of times a person
can secure loan for his immidiate and family nccds,  Apart: from these
the repaym nts procedurcs are dinvariably morc stringent than thosc
of the IECS.

Again, whzn it comes to borrowings from organized credit markets
two immcidal: probleme make such a possibility remote. First, there
fe aluays vhe noohl me with suitable collatcrals. Worse srill, (and
sceordly), th. cost of such horrowing may e prohibitively high sincc
the proverbial tims and resources costs of paying one's wvay out,
holds truc wor. acutcly heri:,  Morvover, no borrowing is possible

for family consuiption nceds.
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This lcaves us wirh the ,'8sibility of sccuring funds from
fricnds and relatives,  While for some, this may, with luck, be a
possibility; for others it is a distant drcam. When it comes to
repaying the loans, the scnsitivity of the whole issuc is <nough
to jcopardis - the best of intimate and informal rclationship. This,
for somc, can be 1 pood cnough rcason for not procecding on in this

line.

€. Forced Savings:

Forced savings not only conserve funds otherwise secpnt on irre-
levant purchacs, they also bring greater futurc benefits. The timing
of thi sal:cy chcques and  the expenditure pattern of most people
down the incom.- scale, make it almost_impossiblc for~them'to live
through the cntire month and stili come up witﬁ a modest savings,
So when the organizors of those informal schemes  squecze off  some
contributions from the participating members,  they are doing them

immense sorvie

f.  Longer Run Benefits:

Some 6f thase IFCS have [uture programm:: that look overtly ambi-
tious from tcday's perspectives.  There are programme for parallel
pension  schemc:s. for  the contributing mombers, side by side the
official onos.  Anothey scheme talks of pension plan Lhat entitlcs
a member ot dearh, to g ronthly payment to his nominecs, for 10 ycars
an - amount c¢qual to the last Fay drawn. Still others have long term
plans investing in housing facilitice of their own. We also hear
investment,  jn public transportation. Not all these, though, are
off the ground, bhut it looks liic serious pregramme in the cffing.
Eventually of course, all thesc and Lne cuisting ones would mean
a larger flew of future benefits that help l-zep the IRCS funds growing

over tino.
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VII.2 The Costs Involved:

These informal schemes do have their sharc of problems as well.

We describe them in torms of the following:

8. tim> und resource cost of monitoring rccovéry
b. costs of default
C. managemcnt capabilitics and lcadership

d. political militancy

a. Monitoring Recovery:

Behind the abilitics of members to pay off the debts prompt1ly
arc countleas offorks ay r.minding, persuading and imploring them
to do so. VMot ovcrybody act on this prodding, but for som. it does
apply. In situations of understanding and fraternal rclationship
the costs that go with such efforts are minimized. ‘It is only when

default gote firnmly cstablished that these costs go up tremendously,

b. Costs of Default:

Th general problem of tacklinn and handling deéfault has alrcady
been allud d to curiior, Specifically, there are 4 different ways

that dcfaults arc takcn carc of:

i. organizirs iccepting joint responsibility
ii. voschoduling debts
iii, sharing losscs, and

iv. litigation options.

The first tuo arc almost always the preferred modes. The IECS work-
ing as an integraied family units take great pains to prevail upon
any member's comptation to default wilfully and have his dobts res-
cheduled convenicnuly.  Thoy swing into action at first signs of
arrears piding up. On the othor hand, they aro always accomodating
once they ar: convinc.d that unintentional default has taken placc.

Aftir all, sinc: cvirybody Frows cach other's predicament so woll,
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the defaulters, more often than not, c¢xort to have their arrcars
clcarcd up as quickly.as possible. Not only arc their offorts get
imnedicte appireciation, the management; on their part, east up the
process of 1 covery by overlooking minor aspects of decfault and go
for cacy roschoduling. This pcrhaps explains why chronic default

Ccascs arc blissfully absent.

Sharing losscs, represents the worst that could possibly happen
to thess informel socictics, since the option for litigation never
gets scrious artention anyway.  As mentioncd carlicr, default is

not a scricus problem with these informal schemes.

c. Managcment Capabilities and Leadership:

Even the most capable of the managers and organizers nced pro-
pulsive forc. to sustain thum over the years, Age and the shecer
monotony of thoe work wcar them down, vitality is sapped and such
grouping gradually and perceptibly disintegrate, The men :at the
helm of affairs are thus the natural lcaders who are forced to carry
on, much vu their discontent. S50, when these pcople cannot remain
there for somz recasons (transfers, death, refusal to carry on for
personal and other reasons, and the like) that incvitably spclls
doom for th: sucicty as well., These socictics are thus, much too
personalized despite the existence of provisioas for instituticnali-

zing these schom. s,

d. Political Militancy:

Records of TECS activity show that many of these schemes sat
up ostensibly for ihe: purpose of helping members into forming mutual-
ly boneficial cchumes of savings/credit, cventually turn themsclves
into politicel fronts. Thiy focuss thcir thrust on such activitiocs
as  poliricelizing fransfers, promoticns, retrenchmcnt and  ~ven
reccruitment..  The thin dividing lin. between them and the officially

recognisud unions fade away.
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Thes developmonts then hav  far reaching consequences,  Not
only is the atmosph: r¢ vitiated forcing the “stablishement to take
a firm and inflexible Stand, the Prospccts of success for the other
existing bt cffictive informal socictics diminish greatly.  Newer
on’s  are nipped in the bud., Thig pcrhaps ¢xplains ip part why,
in Organisations whyre political fronts arc active, informal credit/
savings soci.ticy haye ot flourished, This also cxplains wvhy the
formations of Political frontg prompts the establishement to refusc
permission to St up informal savings/crodit, schenes invoJ.ving its
cuployees,

Note 1

Cne can Arguc from this that the absence of collateral require-
ments comus up 4 an advantagc only in so far a8 membors can borroy
morc than thesr contribution ¢q the schene, and t;hereforo,. -to the
extent  thar c¢rllings are tnforced ang members cap only draw upto
their contributions, the scheme  becomes a8 normal savings account
from which tembers can draw their own fund, Vhile the first argument
Can readily pe accepted, the secon: appcirs flawed since, the compul~
sions to (ray from a normal Savings account ang from an IECS funds
ar: quite difforent, Borrowers drawing upon theiy savings account
havi jo compulsions to replenish  theip fund, while thosc that (o
from IpCS fund havye Strong obligation to rcpay whatcver amount that
is withdrawn,
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VIIL ROLE AND PROBLEMS OF IECS:

VITI.1 The Socictal Context:

The continued cristenc. of these informal crodit/savings schemes
involving socticn of cmployces  despite constraining ciicumstanccs
is purhaps sympeomatic of the fiphting spirit with which they sustain
thomselves.,  As we have scen they are prevalent in one form or
another in jusi. about: any work place where at lcast some employees
are  individually or collectively attached to these  in a broadcr
socictal conloxt, such schemes foster altruistic propcnsities #mong
fellow men, bind them together in trust and fraternity, bring out
the best in cooperative undertaking and condition attitude towards
social conscrius.,  The time honoured dictum of the strength and
benefits that follow from concerted cfforts are far too real to be

igrored,

VIIII.2 The Dual Role:

One of whe basic ingredients of the.. success is attributable
to the dual role it plays in any socic-cconomic sct-up. It provides
a measurc of ccovomic sccurity to its contributing members the like
of which can only b« expericnced from within., At the same time,
it scits as a convenient siphoning dcvice - mopping up small and tiny

fragment<d savings und open up prospects of profitable investments.

How fur do thisc schomes play tnis daul role is contingont
upon many complcx and interrclated factors: th: organizational set
up within which thcy work, the degree of support and 2ncouragement
(or the lack of it) they arc cxposed to, managemont cfficicney, the
availability of sound and cxpert investment counselling, the degree
of complemontarity with respect. to the formal schemes, the stability

and the iin.r dynamics of such arrangmencts and the like,

Cur study has found considerable ovidences of profound balicf,
o the part of all participating memhors of rhese schemes, in the
ability of such scheme to provide a measure of immensc economic

sccurity. And they do manifest their belicfs in many ways. Thay
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arc prompt in paing thoir monthly contributions, they repay their
loans fairly and rclaticly quickly and there are no chronic defaultas
to rcckon with, The study bas also bcen able to locate in great
many cascs, pockuts of sizcabic snings channcled through these schc'mes
into the formal and organized credit market. Whilc technical
consid.rations of time and resources have provented us from embarking
on attompts at quantifications of these small and fragmented savings,
future irvestigarions on cthesc lincs should be able to corroporatc

the sizcable magnitudc of this aspcet of th informal credit schemes.

VIII.3 1IECS and Workplace Efficiency:

It should not bo difficulg to visualize how a hcalthy growth
of such informal schomes bring about grcacer workplace officiency.
Discipline and orderly conduct constitute the hallmarks of succcss
of any cocporative venturcs., They also give risvto conscicntious
dcaiings with onz anothcr, Finally, the spirit of public accountabi-
lity is o primc condition of success and dynamism in such schomes,
All thes: should normally have cnough spill-overs on the working
cnviromnc o and the other men who work thure. These arc alss precisc—

ly the goods in'scarco supply in foimal workplaces.

VIII.4 Orqanizer-Establishment Relationship:

While organizers and initiators of tiese schemes can act as
catalyst :3 effect changes in work habits and understanding among
fellow enjloysas, these arc contingent on the degrée of rapport
struck up ‘rith the establishment, Much depends then, on the working
partnership defined and worked out. In quite a few organizational
set-up, owr research team has come across a somewhat concealed dig-
trust on th part »f administration towards the function and operation
of these in ormal :chemes. Their reasons were not illfouuded cither,
Our smaple obsrcrvations also reveal instances vhe:'e these schemes
inolve therselves in dubious activities unrelated to their pressumed

role. YUn >r thege circumstances, then, the dividing line between
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unionism and informal schemes bec:rmes hazy to the casual observer.
The [irst cssualty is invariably the good und the genuine schemes

that cannot flourish.

There are silver linings too. By and large, the study has found
that a considerabl: rapport exist between these two working partne1s.
Indeed, some organizers of these schemes are generous in their appre-
ciation of the measure of support and understanding that have been
shown towards them by the establishment. We can recall one instance,
here, where a government directorate has sought the help of these
schemes for a much needzd hard cash for a certain government
transaction. The  nacticular  scheme promptly  supplied the
establishment with the money at a most opportunate time - an act
that received ~cclamation from the admihistrative heirarchy. One
cen imapine the kind of prcfound impact that instances like these

Ca generate.

VIII. 5 Heirarchical Structure and Management Efficiency:

In any informal scheme that involves &ll categories of employees
from the higher officers down t~ the cffice peons, some problems
of adjusiments musi be inevitable. The burecaucracy has its own inner
dynamism to reckon with. Their particular &,.proach to iventifying
and solving probl ‘s, the heirarchical delegation of &authority and
decision maliug, their work habits, their dealings in inter-personal
relation:"ip, all have brarings on the kind of issuds' they confront,
Viewed ficm Ehis perspective, employers lower down the liwirarchy,
have racurreni fears of undue interfrrences and influenccs in the
course of decision making of such sciemes. Through their power to
command ohedience, the bureaucrats pravail over the opia:on (other-

wise judged sount) of their subordinates.

v was for this sperific reason thas many of rhe aanagers of
these schemes ar~ reluctant to cxpand th? hase of operation by upting
for memburs involving higher placed officers. It then hecomes a
formal avrangement, cthey argue, and many of the presumed bunefitcs

of informulicy dizanpear.
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VIII. 6 Uses and Misuses of Grants-

While graats to iaformal schemes are cxplicit manifestation
of suppert and encourag-ment, they also broaden the size of the con-
solidated funds and givc to the organizers of such schemes greater
pow:i Lo wanuver and make use of the fund For the greater benefits
of their membars., Thosn arants also open up ihe possibility of other
welfare reloted activities not otherwise possible under normal

circumstsnce s..

Grants also make Lthings difficult for these informsl schemes,
for, th:y rarely arc handed out unconditionally. 'They are, sometimes
very poteat wzupons fur effecting changes in the direction desired
by the¢ granting authority. This is perhaps why, managers of these
schemes are weary of such moves, and have refused accepting them.
Instcad, tivse schemes have thoir own provisions of grants squeezod
out of the funds of th schemns or by raising impromptu contributions
fiom participating wombers and use them for special purpose, Of
course, if ih.ro were ¢vir, unconditicnal grantc, given out in recog-
nition c¢f aome ouistanding scrvices provided by these informal
schomes, vheso are :ntirely different matters, and such grants could,

in princirle, b- cecepted,

VIII. 7 Rivalrous Relationship:

Good. hard and sincore workers ar> difficult to come by. 'They
are casily spotted oul. Such arc also the qualitics of men behind
the sncectssws of effccidive informal schenes., They are appreciated,
applauded cud thetr scrvices ars sought by all - the members, the
non-members and oven the establishment.  When it comes to organizing
any programm.  of general welfare they arc the first to be called
in. Vhile this sonnds Ingicul to many, others find in such move,
¢ subtle discriminziion, for, it ovorrides the prefereaces of many
othors, Pivalry invites furthor rivelry, and in no time, parallel
schemes are sot up, new 1: wders emerge and loyalry is stretched far
too 1hin.‘ Davilepmonts, suck as this onc, bad often Loon vhe princi-~

pal reason Lihind the disintegration of othorwise good schemes,
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Ther: is another uspoct of t'is dovelopment that docs not augur
well for tho succussos of the informal schuwes,  This is when thosce
socictics that potray so uch rivalry arc identified as troubic
spots by the cesteblisument. Often thc.casiest way to brecek up such
schemes +5 to simply have the key persons transferred olsewherc.
Of cours , unot all rivaley is bad. Sociities that compete with one
another in doing good Lo its participating mumbers arc not difficult
Lo comc by. Indded, our rescarch team have oiten bcen impressed
by th keon sense of competition that prevail among diffirent schemes

in a particular crganizational sct-up.

VIII. 8 Management Efficicncy and the Burden of Leadership:

As havs been cmphasized previously, therc¢ is a danger that age
and Lhe shorr nonotony of work corrode the best of able leadership.
Long run sustainability isc one real danger, and all thesc schemes
arc cxpostd to it. Anothor problem relates to the chain of future
l.adership that i:-od prooming up.  Most of thesc schemes explored

however, arc too personalized co survive without thc principal actors,
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IX. CONCLUSION:

X, 1 Limitations of the Study:

The prosont study was initisted with grecat cxpectations. Rcla-
ted studicn olscwhera gave out strong inidications of comparablc
scuparios thav could btain in Bangladush.,  This study theraforc,
had ko b dusigned as un cxploratery prebe into rolatively uadefin:d
arcas is th. Pangladish context. The study accordingly, had to go
in for som. improvisations. Thes. rclated to the coverage of the
study in terwe of particular institutions or «rganisational set-up
to be probcd so as to give some meoasure of yepresentation.  Since
large scale sampl. study was ruled out by our binding constraints
of time and rosources, oply the bigger orpganizations locatcd in the
capital city bad o o singlod out.  Those outomatically 1eft out
perhaps & sapuificaat chunk of rclatively smaller organisations,

and thos: bipger enes located outsic. the metropolis of Dhaka.

In thc camc vein, large scale probc into big private scctor
organisation, thc ron-gov: rnmental orgenisation and the multination-
als have not boon underiakeos. There arc two basic reasons why:
first, our prelicinary deocursions inco these arcas have produced
ncgative result, and sacondly, (and in linc with the argument of
the wanaguin ot of Lics. eaterprises) <mployecs working hore have
loss compul-ion to form eche mos liks the ones we were looking for,
sincoe, thise caployocs were hett.r paid and worl in more favourable
offic: :nvivommont, Th.re is perhaps auothut rcason why most such
entirpris.; may net have such informal schames,  This concerns the
relative discomfori with which th. management of these cnterprises
view the oprational aspoct of such schenes - the organizad militancy

Lhatl these scheas, give rise to.

It may be mentioned hero that thoe IECS as wc have dofined for
Cuy nurpoc2. i-chnicolly foimg a very swall part of the ovecrall urban
informal finuncial sci-up.  Thero arc other sipnificant group forma-

tions ikai do eni come undir our purview. Thus, therc are informal
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credic/savings  schemes opcrated  y  non-cmployois - Lthosc: persons
who ar. aot formally affiliatrd with any organization, bhut who
neverthelo se mre just as officicnt as the organizers of the schencs,
Again, thox: a:. short tia- lenders vho could cither be cmployces
in any organization or be one of Lhe many professional lenders who
operate cradit schomes of “heir own, Finally. there are informal
crudit/savings schoins crganized at *ic local/regional/naticnal lovel
encompsssing prople: from all seocticns of socicey - the large welfaro
and cooparotive soci.ty, Altheugh all thuese were Lcyond the scope
of Lth. presont work, futurc prob. could profitably throw additional

lights,

As cxpluined in Lhe introductory scction, there cxists archaic
mcthod af £illing infornacion, and not all information catcgorics
arc fillrd dn.  Also the varicgated forms in which these informztion
are documinted proclud: any meaningful comparative cvaluation. There
arc probliuis with respeet to diflforent datod cntrics too.  All these

make ~fforts at anantificotions extromely hazardous,

Our cyploraloiy probe has also confirmed our suspicion that
not all finstitutions or organizarfons have official savings schcmes
in opcration. and se.: have only bcen recently introducad. These
official zchomcs arc apert from the usual, rcpular and conven ional
modos of  ceonomic security providad by the official pension scheme
and centribuiory providont funds, Both of these tou wors beyond
the scop. of our prec.ont work. AMlso, there de noL appzar to be any
study undcrteleoon alona thrge lines, Thercfore, o comparative analy-

sis of thos: schames have not been possiblc.

IX. 2 The Search for a Special Feature:

"ben wo o cmbarked on this particular resczarch vchture wc had
on. iwplici’ flatur . in min¢ thar we wanted to uscurtain aad siok
vite This is tht ‘rotatiopal’ foatar  of such scheme. This is a
syston in which sma]llgroups (of, say, 15-20 persons) get bonefitted

by the pooled copiribucions of ol the membors being handid over
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tu one of ihe participating me bers eelocted citter randomly, cr
through som: predetormined criteria. Such pooled contributions are
thus madc available to cach memb.» by rotation (usually afteor a month)
and its ueilizatsen iz 1nft upto the individual membor whose Lurn
coues up.  This system goes by vorious names, ond in India, il is
kaown ac the "chit! fund., One tuch study analysing this typr of
schene hing bocn done in Tadia by C.P.Q. Hayar¥.

dnfortunaccly, we could deoioct  no cases that cven remotely
resemble the type of schome Just mentioncd.  When we sugpeshed to
the organizers of th~ IFCS, why such a system could not be introduced
here: theoo were varied answers - some did not rcckon this possibili-~
ty before, oth .: Found this impracitical ('how can onc participating
menley wedl that lerg for 'iis turn o come: up, and still car survive
without such petty borrowing="") and still othcrs thought this was
difficult te :nfored, suggusiing that the system was only good for

snall proup:.

IX. 3 Scattercd Savings and Fund Management:

Our siudy beo olso boen able to locate pock:ts of considerable
but. scatt-rd savings locked up in fixed or savings deposit and some
proposiing of it b ina wad.. available for loar cperation. iy should
add up re quat. o sizoabl aoount Laken as o whole. Individualiy,
hewver, mest of vheso ap- kepi: idiv ip the absonce of o sound ond
woell advised  favistw o prograrwe . then asked whether they would
go for on: i some body voluaturrad e do it for thom: Ltheir ensvers
suggestad  Lhiat they wore pnt particularly onthusiasiic about that
possibility einc-, ihey argued, AL wus not u particular rombor's
moncy that somtone might risk lnvesting it despite the possibility

of bigher v turnsg for all contributing meombers,

“Mayar, C.P.5., "Con o craditinal fingncial t chrology co=uxist with
modurn ilnarcicl r.uchnoiogics? The Indian sxpericnee”
Savings aud bovelopmone, No. 1, 1985-X.
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IX. 4 1IECS and Unionism:

It is in th. intcrest of both the organiz.ru and thc establish-~
ment Lo reenrdze what Lhe continucd  succossoes  of these informal
sclimes arc cortingent on thrse schemes functioning on strictly non-
partisan linmc-s. There are other recopuized ouilcts for redressing
grivances and rhose schomcs are but oncs for thar. Theurc are cnough
evidenens of luge fuads  Lhab  wore painfully raiscd - wastod on
dubjous wotings thar peobably got them nowherc and worsc still,

put thom on @ collizion courss with the cstablishment,

IX. 5 Size and IECS Efficiency:

It has 2luoys heen apparcnt throughout our study that smaller
group siz. (15-4C) bhas rxhibited strong coh:sivencss and greater
operational  «fficicncy than larger ones  in performing the dual
function wulo. "t then again, a large part of its success is perhaps
due to thi dynamism and Lho spirited porformances of those select
fow in charge of ths  schemes. The ond result is a measure of almost

total depiadince on thoese men, with che schemes bicoming morc of

& show pirct for pcrsonality cult. Thére are of course,; lonzur run
probloms thnt oo yith it.as it becomcs gradually difficult to dppor-
tion ou' rosponsibilitics to newer  hauds. o ost others have been
SO ¢ccusituand Lo having  som. poon leading end organizing them that
they aaturally shy away [rom rispensibilitics assigned to thom cven

with a proris.: of some monctary incoentives,

The study las nlsae boea abl. to spot out many schemes with large
menbership sizo bul with insigrificant monihly contributions, opcrat-
ing wvery irvegularly and at low lovils of activity. These ar. por-
haps, exomples of big institutional fCorms that somchow lack motiva~
tional spivit Lo keep ilem soing, Thor:e remains vast opportuni.ics
fer sctivet np them pe tpdaiinn thodr contributions dir Yine  with
othur uch wis.  Tnos: wombers can pay - ten times as mnek  and in

retusi, would njoy much arcater flow of howofits in fuoure,



IX. 6 Rewarding Successes

Finally, hers roncins the need to singlc out and identify the
mony  sucC.ss wlervioe oop o the part of aduinistrarion/: siablishmznt
and Pald theo up for others o cmulate. denctary rewards are nov
necesuardly vhe brsi of cuch incentives.  Gfton words of cncourage-
ment ant applaudiig thedv  achicvemouts ars good onough for these
informal scho =, Cthor schemes, particularly thous which arc rela-
tively isacuive havg so much to lcarn from thsc succiss stories.
Tha crpastzors of eood and ~fficient schemes, on their parr, can

then feel raod knowing that thes: offorts have not gone in vain.

POSTSCRIPT : Quantifying the Size of TECS Savings

Sinen thiu particuler study was vostricted to metropolitun Dhaka
Gress whann oapecufie coverage, i turn, was dictated by considera-
tions of timc and ceosources, any atiompt to approximate tho amount
of saviige coaorciod por yoer by such schomes must indend be vory
crude and suzpestive. A loeical starting point is the determina-
tion of Eh. yambor of TTOS in the cevntry.  Again, » complcte count
15 rulwd oul ven in metropelitan Dhaka at this stanr of theo siudy”
(rofer to Socrion TN, Yhat we can Jderevmine bowover, is  the
proporiice of austitat ‘cos ir Thaks city the have  such  schemes,
Posed o uhie o sample proporvien works out to b 557 (.., out
of some 54 Fpsiiiurions and  work place surv.ycd, thern were 35

institutio.s thar had wow: form of IEDS opurating) .

Bow, whun it comr: to catimating the total nuwbar of institu-
Lions or viak rlaces wvhere such I00S arc Tocarud, the exvrcis: preves
cairomely bozovdous. For aot only ar: rocords of rogistorid work
places meilodically lopt and vpdared. they are much tee scattered
for « mtnaingful aseimilation. Yoactheloss, basod on cducated pucss,
weocan hozard ohe followins tentative ostimets the size )y potential

savings e ratod by these TR0y,
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Estimatng

Low Medium Hign
No. of inétitutions/
work pleccos in metropolitan 500 1000 2000
Dhaka
No. of irscictutions/work
places 4n metropolitan
Dhaka whery [ECS are most 325 650 1300
likely to . xist (usin; our
simpl? proportinsn)
No. of 1IECS most likely iIn
operalion in these places
(based our ot imLie of th 455 91¢ 1320

number of IECS pur insritu~
tion surv. yed, 1.4)

Fot-ntial size of annual
SaVINngs genevatod by these
scheines (basad on ouvr

2851
PStimate of the sampl. mennTk"w"‘OUU0

FRC of Tk. 29,200/~ fron
Table: IV-iv, page 27-111)

26572000 53144000
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APPENUTY o A

LIST OF INSTTTUTIONS SURVEYED

1. Finistry of Industry (Shiipa Bhaban)

2. Ministry of Agricultur. (¥homor Bari)

3. Plave g Corunission

b, Langlodosk Land Survey Offica,

5. Titas Co.

6. Banaladesh Inland Vator ‘ransport Corporation.

7. Jiban 3ima Cerporacion (JBC)

8. Sadharan Bine Cornoration {sP0)

9. Jargiadesh Chomical Industries Corporation (BCIC)
10, Bangloviesh Jub. "ills Cornoration (PJIMC)

11. Bangladesh Shipping Corporation (1SC)

+

12 Janaig Bank (JB)

13, Grindlays Hank (CR)

14, Zohinoor Troup of Induserson

5. Peenios Wolfars Tund (BJC)

16, HodLu-ita 2¢noms 511

170 Thakn University

1C. Pote. L"'r_".'i,”,lf'

19. Janrladesh *iman

20, Power Davizlopm nt Do (PNB)

2L Tromn s Cadgali Cindareardsn Teackers Association
22, wonsiade Arviculiural Development. Corproation (BADC)

23, hmpover sad Planning Dopartment


http:Lidw:2.ry

Banle of Crudif aud Commeres International (1BCCI)
Islam Group of Industries

Banglade-iv Krishi Baunk (BKD)

Sonali Bank

Bangliadesh Shilpa tan Sangstha

Banglad-sh Fank

hgrari Daric

Bangladcck Inland later Transpor: Authority (BIYTA)
Hinistry of Neclief ~nd Rehabilitation

Nation~f Beard of Revenue (F?R)

Custons and Excisc

Tarif f Commission



APPENDIX : B

LIST OF CREDIT/SAVINGS SCHRMES (WITH PARENT ORGANIZATION)

1. Hon-Goz ttod Gove. Employses Kalyan Samity
(Ministry of Industrics)

2. Shamota (finistry of Agriculturc: YXhamar Rari)
3. Sharmomonet (Miaistry of Agriculturc: Yhamar Bari)
4, Covt. T,mployres Woifare Society of Block No-3

(Planning Comnmissicn)

5. S.ngladast Draving Scetion ¥alyan Tahbil (Land Survey Office)
5, Kharm: chari Yalyan Tahlil (Titas Gas)

7. Cfficer: Associacien (BIWTC)

8. Shonirvar Zharmachari ¥alyan Samity (BIWIC)

0. gkhe issocintion (Jiban Biwa Corporccion)

10.  Akhota alyan Tahbil (Sudharan Bima Jorporation)

11.  Pharmachori Yelfave Secicty (SBC)

12, Eaploycrs "1fare Tund (SBC, “stablishment Division)
13.  Gagoron _ Co-op.runive Associztion (BCIC)

14, Sotota lulwipl. Zo-operative Society (BJIC)

15, Puopli’s Welfar  Funad ~ Local Sccievy

6. Bangl.:dcsh Shippiae Corporction Imploycns Yelfare Fund
(Ehipping Corproation)

17. Miticurs Rolyan Tahbil (Janata Dank)

18, Tuenty Trowthore (Janata Bank)

190 Rmcrgoacy Falyan Fund (Jonzata Rank)

200 Tulymn Tl (Jasata Ok, International Departmont)
/o

21, Grindlays Zauk Smployoecs Union {Grindlays 3ank)

22, Ewplevors Yhlfore Tund (Zehdnoor Croup of Iadustries



23,  Xoshino Yalvan Trust (Fohince.- Croup of Industrics)

24, Medhumits Cinems Hall Employees Socioty

25, Narmoehioed, Koaly:n Swnit y {Mhoka University)

25.  Yalyon Sanity (Dhake Iniv.rsity)

27.  ¥alyan Susicy (Phika Univorsity)

28. B Officrrs “liare Association (Petro Bangla)

28.  Biman Offierrs Association (Bangladcsh Biman)

30.  Fourth Class Finployeos Talyan Samicy (Bangladesh Biman)
31.  Power Movelopmont DRonrd Cificers Society (PDR)

32.  Pownr Dovalopment. Teard Typist Society (PDR)

33.  Brocher “eddafli Kindergard:n School Teachers Association
34,  Cfficors Assceiation (BARC)

35.  Labour Dopertmont lion-Gazattad Karmachari Samity (Man Power
(ffice)

36,  Fmployens Union (R20T)

37.  Islam erLp Foeor uhalaﬁ Xalyan Tahbil
(s Croup of Indust s i03)

38, Tfficor Zalyan Samity (BKB)

39, Gificcy Talyan Samity (Sonnli Rank)

40.  Officors Wolgope~ fasociation (TLSRS)

41.  Officers Clage-2 Wolfare A sociation (Bengloaesn “ank)

42, Officor (Class-1 2 shiwi) "Imlfare Council (Bangladesh 3ank)
43. Offjecys Samity (Agrani Ban 123

ahe Clficers Azsocia “ion (BIWTA)

4. Tmptayeos Co-oporsotive Soci.ty Ltd. (Relief and Rehabilitation)
A, Karmachari Sovinge Fund (MED)

T

7. Favipge Tund (N5R)
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Savings Funl (NBR)
Exccutive Officcrs Association (Bangladesh Customs & Excise)

Tmploycen lfare Association (Tariff Commission).
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Study on Urban Financial Market

INDICATIVE TERMS OF REFERENCE

EMPLOYMENT CREDIT SCHEMFS AND INFORMAL
FINANCIAL MARKET IN BANGLADESH

The employes credit schemes, in the formal sensn of the term,
have long been an institutionalized mode of promoting and securing
the economic well being of employees serving in urban industrialized
societies. Such schemns may have been lInitiated either from the
leverage exeorted by strong pressure groups like employees' union, or
they may lLave emerged with the increasing recognition among cmployeers
that their fortunes zre inexplicably linked to those cmployed under
them. Whatever the roasons for their emergence, thesc: schemes have
cropped up'in just about every work place, b2 it the goernment set-up,
autonomous bodics or buginess organlzation. They go by various names
-~ the wenlfar: or benevolent fund, staff loan schemes, cooperative
credit societies and the like, and they differ markedly in sizrs

depending on the nature and size of the organization.

The id~51 bohind these schemes, however, is not ncw, and it datcs
back to antiquity, Many societies from time immemorial have orjunized
themselves co further their lot by forming small and cohcsiva groups
sustained barely by customary bonds of fraternity and trust. Indzed,
there ure ovidences from contemporary societies that suggest the
contirued oxfstence of, in scme form or anothecr, these types of infor-

mal arrangemonts side by sid¢ with those of the formal sector¥,

-~ ——— o)

#Intarosting cxamples have bezn cited in Neyar, C.P.S. "Can a tradi-
tional {inancial technology co-cxist with modern financial technolo-
gies? The Indian experivnce.”  Saving & Devclopment, No, 1-1986-X.
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Fhy thoa, despite the existence and operation of formal credit
schemes, pecple urn towards tho informal onus? For onc thing, the
lattor perbaps enseros in a way, groater and quicker access to the use
of contingency funds by uie exclusive members, teyond the immediate
and p.rsopalizad needs, informal credit schemes also provide avenuszs
for small tims business and trading needs of some merbers. Some
others find in such schcmes a convenient source of house hLuilding
funds. Uhatever the possible ond uses of funds, therc is a mcasure
of participatury benefits and reciprocity (usually inspircd by able
and charismslic lcadorship) noticeably alsent in larger and formal

organization.

Cur proposad study is focussed primarily on the werking of the
employss er it schon. s at the informal 1level and is in theo nature
of cxploratory p{obc.  Like all the usual hazards that go with first
cffort, this cxscreis: w11 undoubtedly raise mors: questions that can
be satisfactorily anewered. That is somc measurc of success this
study will have achioved at this point in time, until more vigorous

and p.n2traciog work are forthcoming into this arca of research.

The pvosint studv  thercfore, éceks to achicve the following

broad obj:ciives:

(i) to ascurtain the nature and opcrational context of the informal
imploy s erodit schewr = (IECS) in Bangleadush,

(ii) te d.L-rminc the size, magnitude and the trend of IECS with res-
pecl to thoir conecntration in particular enterprises, activity
lincs and regions,

(iii) to analyse ihe structure ang modus operandi of such schemes,

(iv) to idontify tho principal actors involved: lenders, recipients,
and organizational interncdiari- s,

(V) to asciitain how the perceived bencfits and costs of TECSs fare

with rcapict to those associatcd with formal cmployee credit

schiemes, i finally,


http:Banglod.sh
http:obj.'c.iv
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(vi) to anays: the vols of th: "ICSs (vis-a-vis the formal CSs) in

mobilizing and chauncliziang investiblc funds.

The stwly will also address itsclf to some of the key issucs
rais.d by the z¥ploratory probe, Specifically, questions rclating te
the operation of che two schemes on cfficiency and cquity grounds will
come under clos. scrutiny, In addition, the study will cxamine whe -
ther there cxiscs a prims fucic cas for the sovernment to singlc out,
recognis: and tncouragc any significant contributions made by thesc
IiCS= and sp..cifying broad arcas of goverrmontal support should such

4 casc oxists.

METHODOLOGY

Since &b prescnt study sccks to 'probe into rglatively und-fined
areas, it visualises a scrics of structurcd discussion with a kroad
€ross scction of the principal actors involved. Pruliminary incur-
sions into the activicies of somc THCSs roveal considerable diversi-
ties 1n tnc opurational structure of thesc TECSe, Somc of those exist
in very small groups in variocus scctions of a fypical dupartment or
division of public sector corpo’ .tions/autonomous hodics, Others,
howcver, cncompass a broad spectrum of socicty and on ratc on a natio-
nal scalc.  Furthoemore, thcgé arc schem::s that opcrati on h.irarchi-
cal lines within Lhe same dupartment or division, with cach class of
cmployces forming sm.11 groupings of their own. IECSs .re also orga-—
nizod on activity lin.s, like schemes that cxclusively finance

personal/family contingcncics, small trading nceds, and the like,

The study, accordingly, will cxamine the activitics of such fECSs
involving yp:opl: working in only rhe bipger organizations like the
govirnm nt, th. autonomous bodies, scctor corporation, financial
institutions, mul Cinariopal corporations, cooperative crodit socie-~
tics, and others.  also ircluded will he  the activitics of those
sch s thai op-rate on narionél 1.vel and thoseo organizud on parti-
¢l ar activity lines. Tiha cflorts, however, will hbe supplemented
wikth some glect interviows with the iniviators and organizers of the

scheme,,
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STUDY OUTLINE

For purposc of analysis, this study is organized as follows:

(Suggestid chaptor outline)

1.

The sotbing: nature and opcrational contoxt of cmployce credit

schemes - the formal and the informal arrangements.
Time profilcs of their relative growth,

Size and magnitude of informal credit schemes with respect to
their concentration in types of cnterprises with respect to
their concontration in types of cnterpriscs and organizations,

particular activity lines and rcgions.

Structurc and modus operandi of the informal schemes, with

emphasis on the level and determinations of intercest rates.

Lenders and recipicnts’

profilcs.
Sources and us2s of IECS funds.,

Perceived benefits and cosi of the IECSs and their compariscns
with th¢ formal IICSs.

Rol> and problems of the IECSs in mobilizing and channeling

investible fuads.

Policy implications and recommcndations.



