
UNCLASSIFIED
 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 

WASHINGTON, D. C. 20523
 

PROJECT PAPER
 

BANGLADESH - RURAL FINANCE PROJECT { 

388-0037 

MAY 1983
 

UNCLASSIFIED
 



UNITED STATES INTER NATIONAL DEVCL-P&MrNT CCOPERATION AGENCY 

AGENCY FOR INTERNATIONAL DVIVELOPN1ENT 
.%A 1INI.TOP I . " .. , 

PROJECT AUTHORIZATION 

Rural Finance ProjectBANGLADESH Project No. 388-0037 

Pursuant to Secdion 103 of the Foreign Assistance Act of
1. 

1961, as amended, I hereby authorize the Rural Finance Project
 
for Bangladesh involving planned obligations of not to exceed
 
Seventy-Five Million United States Dollars ($75,000,000) in
 
grant funds over a three-year period from date of authorization
 
subject to the availability of funds in accordance with the
 

A.I.D. OYB/allotment process, to help in supporting Bangladesh 
Government policy reform and in financing foreign exchange and 
local currency costs 4or the project. The planned life of the
 

project is approximately five years from the date of initial
 

obligation.
 

2. The project purpose is to create an economically viable
 
nation-wide rural finance system which mobilizes savings and
 

provides credit facilities to a broader segment of private
 
farmers and entrepreneurs. Under the project, assistance in
 

support of rural credit advanced by the system will be provided
 

to the Government of Bangladesh under agreed changes in the 
system necessary to assure self-sustaininl growth. Specific 

(a) the revision of lending and refinancechanges will include: 
rates to reduce or eliminate oubsidies on rural loans; and
 

(b) the introduction of incentives and procedures to mobilize
 

additional savings deposits and assure prompt repayment of loans.
 

Disbursement of the A.I.D. contribution, which is intended in
 

the first quarter of the project to meet the program's credit
 

or refinancing requirements for that quarter, will support the
 
Technical assistance will
agreed-upon policy reform measures. 


also be provided for necessary institutionel changes.
 

3. The Project Agreement which may be negotiated and executed
 

by the officers to whom such authority is delegated in accord

ance with A.I.D. regulations and Delegations of Authority shall
 

be subject to the following essential terms and covenants and
 

major conditions, together with such other tens and conditions
 
as A.I.D. may deem appropriate:
 

Source and Origin of Commodities, Nationality of
a. 

Services
 

Commodities fLanced by A.I.D. shall have their source
 

and origin in Bangladesh or countries included in A.I.D.
 

Geographic Code 941, except as A.I.D. may otherwise agree in
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writing. Except for ocean shipping, the suppliers of comodi
ties or services shall have Bangladeash or cow.tries included 
in A.I.D. Geographic Code 941 as their place of nationality, 
except as A.I.D. may otherwise agree in writing. Ocean 
shipping financed under the project shall, except as A.I.D. may 
otherwise agree in writing, be financed only on flag vessels 
of the United States or Bangladesh.
 

b. Condition Precedent to First Disbursement 

Prior to the first disbursement, the Grantee will
 
provide a plan acceptable to A.I.D. for the implementation
 
of initial policy changes.
 

c. Additional Disbursement
 

Prior to additional disbursement for technical 
assistance or to issuance by A.I.D. of documentation pursuant 
to which such disbursement will be made, the Grantee will, 
except as the Parties may otherwise agree in writing, furnish 
to A.I.D., in form and substance satisfactory to A.I.D., 
acceptable contracts for services and equipment. 

d. Special Covenant
 

The Grantee shall covenant to undertake a series of
 
discussions with A.I.D. on means to improve the economic
 
viability of its rural finance system.
 

Signature
 

Ddte 

Date Initial
Clearances: 


Charles W. Greenleaf, AA/ SIA d/> -' 
PIlichard A. Derham, GC 

E$obn R. lolton, AA/PPC 

GC/Asia:SAllen:hp: 5/24/83:X28092 
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.1V*,TIG OILOSSARY 'o1 J.,'GLADESH 

Agriculturo Loan - Loin intndod for on-farm nctivitics, Ruch an: crop 
rnising, cattl, r-,nring, poultry, huntinG, forestry, fishing, 
and suricultitre. For exampl.: '-i agricultural loan covers grow
ing, but not eimm.rcl proc.sqinv, of rice. 

C]isificntlon - C~terv riznti n f Irczns int.) risk cnteit.rics. In 
Bangladesh, thr,' 'ire four c1nises" *.vrdue, substandard, doubt
ful, and loss (i.-., "loss" is tne worst case). 

Cost of Funds - Costs i curreA by a bank for funds, c=-puted ac 
weighte averaqc: cost of fun:Is which inclulero c.asts of demind 

° d,.posita, timo ,,',rqq v rf-Tr.- fIc- .... , A I;Lity. In 
developed markets, often computed as marginal cost of funds. 

Crore 	- OOO,,CO0, usually writtet 1.),0,009'). 

Effectiv. R:At - kmlnai Interest rite plus service fees, charges, and 
require I bannrr. 

Inspecti,n - Exrninntler. of a b-nk t( determine the quality of its 
nssets cnd ccnpliircu with central bank regulations. In U.S. 
terminr !y: "exrminnticn." 

Lakh - 100,OCO; usually written 1,7,0,100. 

Nationalized! Commercial 3nnks - Six coaercial banks which were
 
nationalized in 1972. They are: Sonal Bank, Janata Bank,
 
AgranilBank, Uittarn Bank, Rupali 2ank and Pubali bank.
 

Nominal Rat- - Interest rate as stated and without adjustment.
 

Normal Progrrm - Normal Program is the regular agricultural lending 
pro 'ram of '3K41 tne! NCB b cked by lan. r as sncurity ani 
careful selectio)n )f borrcwers. 

Overdue - Loan which rema.ins unpaid ifter its maturity dnwe.
 

Real ,oate - Jominnl interest rate deflate Ly inflnri:'n factor. 

Refinance - !orrowin of funds frcm thc, central b-ink by individual
hanA. In U.S. terminology: "liscount" or "reditccunt." 

Rural 	- Statisticnl term ' geographic areas whici lie cutaide of 
the 75 dasinnteod municipalitle. 



Sancticn - To apprve. F.r InsLance' l.an aanctioning :tuthority is 
loan apprcval nuthority. 

Special A ricultural Credit Progran - The Special A\gricultural Credit 
Program (Taka 10) Crere Program) was started in 1977 to substi

tute fc.r the Nonal Program. Its nri!inal objective was to 

provide credit t- small farmarn or tenamts unable to meet bank 

security criteria. L:.ara were based on hypthecation of crnps 

and borrcwcr selcction was made partly ')n political lines. The 

SACP is now beiny phased out. 

Security Balance - Deposit placed with bank which relucus risk and
 
c r c .J L .;f , .,. j. . t ~rm i n,)l, ,y" i .n ... .-f'L L v ....,j .. ', L;1 


"compensatinp ha.ance."
 

F;,r instance: spread
Spread - Difference !etwcen tw. interest r.t,:s. 
over cost (.f funds means the !ifference between the lending rate 

and cost of funds. 

Stuck-up - Seme as "overdue."
 

Interea;t rate charped to bank branches by headquarters.
Transfer Rate -
In U.S. tarnin.0o .y. "inter-branch" rate. 

Urban - Statistical term for geographic areas which lie inside of the
 

75 designated municipalities.
 

http:tarnin.0o


AIIREVIATrIONS 

ACD - A ricultural Credit Departm.nt (Banpl..esh aink). This is 

the Departmunt of the Central bank respnnsibl for all 

38riculturai and rurni cred.it policy nn.' c-orntiona. 

ADP - Annual 1J)velcpmant 'lrn 

BM - 3angladeh :ank (the centr.-l bank) 

BDG - Bangladesh Government 

IIKB - Tn.r W-ih''i arlank ('b A:,r!-ultr... "12',]r Ient Bank) 

BRD3 - Bangladesh Rur,1 D)cvClImcrat ].ir,'. 

BSIJL - T:ingIndush Sm-iabnya TkanV- Limited 

MTFPP - Me!.um Tarn F.,,,f . Pr .uctt::n PlLn 

NC-5 - Nationalizcd C:.mercial Bnks 

NP - N,,rmal 11ruram f 'r Agricultural Lending (see Banking 
Glossary) 

NRC - National Review Crmmittav tor Aricultural Credit 

RFEP - Rural Finance Experimental Project 

SACP - Special Azriculturai Credit Program (see Bankinp 

Glossary) 

SFYP - Secon.1 Five Year Plan 

Best AvceflE1v Dccuaent 





rc~u1nir syat~m for pciriodic reVI,:JW ac1d4Thcare to no 
f or luln, rof inanco 'rnls5inifl3udJuetuont of Intoront raitoo 

,fr.V ... ,-jc.n V .,minus. : 
Cour tin s, tznun inf ttion rua hnV 

nI e1 )nnr-s . opon41in, t,n.,f rates nni cd'Juctflh thson urwnrlunots coat'yt; nl+loin r ovY_c. Wliifl:V 
..
.m.initrti.trsi.tt.... iIn 

A tiblij vhowinR thu h1tricat intructuru mf interest24 -ftrcarnt, 

ratuf) ain ttn9ho I is Annex 3
 

b. Rural Svin;s Zk' i)zticn 

their=. Lnevnicut way t: IA+l funda.
and provide avors with a ,nf 

Deposits and savinis must ioplaco ref inanae faciliti)5 eis baniwis' 
courca of funAa for cralit if the rurnl financini systbn Into

primary .fconstraintsbecwoe so-sustaininfl. At prosont, therA are n numbor 
t the lt:w ratus allow-1 on 

n , in aoditionrural savings :nilixaticnp 
loans and tho availability of an underpriced refinance facility men

tionod above. Thwy includet lack of incentivoc fcor bankers, Insufficient 
number of rural branches, and inadequate rural savingS m'bilivition 

c. Rural Lendi, ProcedIures 

1.06 Atr ear of improvements have been made In recent years 

in rural lending poiicioi and procedurs. Much remains to be done, 
Throe changes

hovvr, to develvp a streamlinad and ef ficient system. 
The first invnlvas loan applicat~ons,ara required.In particular be Implementedlrn application procedures must 

A standardized system of 

types of rural credit., Scond, restrictions on lending for 
for all 

rural non-fara purrous should ba relaxed so Inne for all types of 
Wh demantl exists for lons 

purposes are avaiable in rural areas., 
for a vido variety of productive non-farm activities. Vinally, loan
 
sanctioninuj rrmcodurus need te fie revieve. with the objective, of pro

F:r small1 f armers to
vidinv, greater authority te, bank !brtnch mnnnorS * are
havw access to institutiniial cr4it, It is usoetial that loans 

The current system is time-conumin
timely and avsilablo wn dcsirud. 

and provides little f1eiibility for manaers to respond to local nee. 

• ,
 
p-A~l, 


Pon:d
1.07 Bank acccountino practices vary fr'a existing rules 
_-ea 

and 
eeu 


-. -phb- .1 
06 r .of,P.oo~~hv recovery caude irruprablu 4mg.

hie losses# and lw ratus of lean 
- $_ 

Althouti thora nivrn authoritltv figure,
to thubankingosystem. 

showd that overdus represented 37% of aricultural 
one recent estitate illion) and 

nt Tk. 4rbllicn (equivalent to $125 
loans, were valual The rural

caused by 53Z of borrowers, or nearly 40),000 persons,were Itself at such rAtes, and the govern
cannctfinance system survive by 

it. Tvu key Issues must be tackled 
sent nust Indiractly Pubsi'lize 
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~nn the sc~cmd Inlulinn 'i acc.tunt1nw 1neks 'i
 

J r'dntkW, Tho fint concern! .niu niv'widn" ch-n;!on fnr 
ystndfocCr 	 eystcmsanthedias crnceinn lrrac v-lslyrry. an rtjnr ) p' Iuo 

loans; banks loosoly follow pr,coduzot for sittinr u,' h- lobt risowon 
ann. writinr off bnt dobts: and bank's p, orW iccritj intarost tt 
but fail tn Aniaclou amounts .f ovureuainter(st. Central bank inspoc
ticn adeprmante nQod to bo atr ntho d to mnivtr b,k cmpliance, 
with good accounti g ntunaiJds. flnk mfciol strutW'ants d,.% nr)t 
roflect raal profit an'. lss. 1Tnkra, hcvwvor, .are reluctant tn chango 

r

prdsent prceeicoe because year-en pr,!fit trnuses to ='loyaos nra 

linkedor An m ze accountinr.syatmls--ocosn'y,, 
rac ts attri

butablo to a wide varicty of fnctors: a traditin of "taccavi"* loans, 
enti-ita ftr rovviri, ,Ltic'tlly M3)tivato.' credit 

for a 	concertcd offcrt on loan rocrvery. Pr loan .o'y 

hankers' lock of I 
-rcr.p failure.
ducisinns, fraud, and .often valid reisons such As death 

Tho loan recovory problum is A cc;lcx mixtur .f social, 1'3ltical,
lanls and bsanltng issues. 

a. .osearch and Evaluatinn 

1.08 Extonvivo ruseArch La roquLred tn idontify a ditional 

reforms that may ba b.wnoficinl as vil as to monitor tho Impact of 
retorri unhurtnkon. 1!inn;la4eh lacks an institutim t.) conduct re

searce on practical bankfnu issuus; aclc=ics soom uninterqsted W
 
talks.
experienced bankers cannot be spared ftrm mawqmett 

1.09 The 9,DG iu awaru of those problems 4 has becco
 
Incroasiqqly concerned with ioprovinq thu structure of the bankiar3
 

will contributo to economic developent particularlysystem so thAt it 
in rural areas. The Governmnt hia already taken several important 
steps. It has conductcd a sajor and unusually forthripht raview of its 

agriculturnl credit system in n form open to aspecially interostod 
in final stagas of preparation. In a secondoutsidars. This ropwrt is 

arua, 	 the Gvemrmnt has approved establishment of now private b'inksp 

soes of which ,inud tCoir di's f.r busineps, In SprinS 1983, and is 

expact.I scon to tsinvost vl, f.f thO sX nAt 1tnloled omorcial banks. 

thLrd arun, tha c nril ."4nkl-tmrtrnk i severli .,6r1tnt stvo toIn a 	
nann ti alicy of tnklim ,airvicas Thuiiprova th offucttv, nLut 

** 	 -iutb niw loanSpocinl. Agricultural Ctudit Progr.-rr to b!lni: p.lhis 

* 	 Tnccavi locns waru extondal1 by tho Otvarnount in tifru of drought 
nnd waro ofton £,mrgivon for poltLeal rons'mo. 

** Tho Sticial ,;ricu3tural Crurit Pri;,ran, startad in IY 77 to finance 
was used mainly by newaqtriculturn3 inputc. hu hih mvi rduos ant 


*tarpat groprbr.r,y r.
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procedtires are bein. ruviujwiI to roduca pnperwork nnd ft i n , 

acpnt anno'w 1sivr ,;ne. ylth Taka $ to wcm'r'~ ~tg motltsoticri. 

somaCfostdif fteault rolicy docise.n* iogir~in tt1thfinancial.bu 

sactort 'the need tr- incrwoo landinst Votes, zubiliso ailitirnI OnvMies 


anti Improvo n Thia prijuct wi seu port the C rnmant aractery ll 

offrts in theso mln 4-thar rv4atod nrazas.
 

2. OIbIoctivas: Vtolotion to CDSS 

olmentl.lO0 One of the ISDO's primary rroductitpni and n key 

alemnt o Hission stratesW, Is the uitalnunit of facdgmin solf
sufft nc,- he-DG-ot. --rtvo-I')nrJ,1mnccupmiMr 
Kodiim Torm Po',d Producticn %Vlan'(KTWIP) mril10~ for w:1vv=Ont nf tho 
solf-uuf ficiuncy &gaIin I Y 4, ovith infoodrtrain pr~uctitxi levl in 
thit yea~r of 20 mill'r tt'ns. A succuanion rf Jqt~nj'intinR huirweto 
owine mainly to tlrouj-,ht, has left th;% tarwnt far cut of ro'~ch. rredue-

InFT 03 Vill exc oo . 15 uillICn 6nnw, nm stntol in thoeissiom'stiun 
FY 85 Cr)S8, viULi hewo t.. inerano at an annual tat. of 4.7 rorcot to 
attain a moro ,lmitod el$-ufficteney swl nf 1A.7 tllicn tons in 
FT 1988.*
 

1.11 Agrowth rate uif this ma~itude would be a considerable 
achievemetnt, but Is wol within the realm of possibility given faorable 

rate In foodweathar conditions. However even assuming such A g owth 

+rainoutput, the agriculture sector .mow will fall far short of 
providing employmnt. for tha now entrants tothe rural lnbor fore 
during this. period. Creation of of f-form sq~loymant opportunities 
through rural industries davelopea to therefore vital and Constitutes 
an important related aspct o~f Mission strategy. In short, the w*M Is 

Thera'dweplneGt cf the entire ruralfor acceloait d aecoom. are 

pe.. icati.s that iun.iquate nvallability of institutioal credit 
has buen a ko)y constraint to paint rural duvslopmsnt at forts. 

3. The feed ?or Increased Ariclturnt Coi 

a.Ariciltural vs. Iur)Cai 

1.12 The availabla data +A mt permit Mn alysis of past trands 
Rs Inf@?mtton onturalin rural cruditas such. soro *;ivuR th boo f 

off-farm activity, is It tv.ssitile to project in Ony Ocainsful way 
The available data #z4 production Scal* future needs for rural cedit. 

* fased on an esad population Rrovth rate of 2.23 percent iv-so the 

leel= 17.2c ~unce raga per capita coassption0haarovidel an 
levlo 172 ocooper i4ny, The UttID calculatilln assiasa the Pre

sently uostaol p~ulatimn prowth rate of 2.5 parmVlL ad per capita 
crnuntien ,%t the present (approsimate) level of 15.5 ounces per dy 
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accounted for 42 percent of GDP but only 4.3 percent of all credit
 
outstanding.* Agriculturtl credit has nevertheless expanded quite
 
rapidly since FY 1976. Table 1-3. dep.icts the expansion of agricul
tural cradit in terms of annuil dinbursements through FY 82.
 

1.16 Annual disbursements increased at a compound rate of
 
44 per,,ont betw-en FY 76 and FY 82. Measured in real terms, after
 
allowince for price infletion, the rate of incrt.ase during the six
 

. 
year period was 29 perc,nt. 11oweve, of the reAl increac, during
 
1976-82, fully 63 percent occurred during 1976-78 alone. Put another
 
way, real agricultural credit expanded at a rate of 70 percent durinp
 
1976-78, but only 12 percent durlnz 1978-82.
 

1.17 The esp-,cinlly rapid r::t,.! -)f r,wth in .iricultural 
credit during 1976-78 can be explained parzly as a "catch-up" effect, 
reflecting BD, concentration on the area following years of relative 
neglect. Tn particular, this period saw tbx launching in FY 1977 
of the "Hundred crore" program, which invlved the planned disburse
ment on a crash basis of Taka one billion rr 1.-, income farmers (with 
relatively little regard for repayment caibility). The 1978-82 period 
may be taken as more "normal," even though (or b~cause) it included 
tw,) years, 1980-32, ?f generally restrictive crodit policies associated 
with the balance ef payments crisis of that period. 

1.13 Whatever the pant rate of expansion, the availability
 
of agricultural credit is still far frem adequate relative to the
 
need. A shown in Tanle 1-1, agricultural credit disbursements in
 
FY 1982 were only 4.4 percent of the value Cr agricultural production.
 

new agriInter-country comparison penerally uSe either ,cf twr, ban j: 

cul..urfil lans/agr1cultural pr-duction or arricultural lr nns cut
standing/agricuitural production. Exnmp'es ipdicate substantially
 
lar,ler ratl,'i than for 11nnladesh. For instnince, the Philippines 
(outatnndinr.loans basis) is currently 20 percent and ranged from 
6 percent to 27 percent d'uring 1951-79. Honduras (new loans basis) 
ranged from 20 percont to 43 percent durinv 19)70-80. A study of 
13 countrien in Ltin Americ'-i for the period 1960-6a reveals that in 
1960 the average (cutstanding basis) was 23 percent and by 1968 the 
figure ha'l riqn t, 36 !,,rcent. 

* Banglnreoh Bank Bulletin, May 1982 



TABLE 1-1
 

New Disbursement of Agricultural Loans by 
Various Aencies
 

In Bangladesh 1964-65 tc 1981-82
 

FiscalAsenes	 Percent Ag.
Total in
Cc-mer- Total in
BS3L an!
Year Agric. 	 Value Added Credit to A.
 
cial Current 1964-65
Cr'opera-
Ending: Dept. 


Taka Prices(i) AA. Prod. ProducticnIRDP Banks
June 30 Taccavi 	 2K-7- tives 

In Current Million Taka
 

92.3 92.3
25.6
1964-65 30.2 36.5 

68.8 65.7
9.4
1965-66 17.8 41.6 

89.3 77.1


23.2
1966-67 19.0 47.1 

150.4 130.5
70.1
7.51) 

180.3 147.8
 

75.3 79.1
1968-69 25.4 
 394.0 241.6
 
30.0 130.7 -73.3
1949-70 
 153.2 115.8 

69.7 33.5197n-71 n.a. 
208.6 137.8
15.8


1971-72 n.a. 96.4 96.4 	
156.6 26,12C 1.3
350.5


179.0 42.5
1972-73 n.a. 29.0 	
41,5 J 0.7

54.9 337.2 99.7. 

1973-74 14.6 135.7 77.4 24.6 

7:1,52* 0.5
396.4 77.0
39.3 75.7
176.3 94.1
1974-75 -0.3 	 57,335 3.9
506.4 107.3 

0.5 135.1 1-16.2 45.0 16.6 


1975-76 	 132.r 53,671 1.7
362.2 -J30.6
C,6.3
7.4 383.4 113.3
1971-77 	 72,243 2.3
 
n5 .1 1,678.3 303.4 

177-75 .2 553.1 153.2 1) O. 	
295.2 78,745 2.2
 

C34.0 1,756.2
124.5
.0 746.6 ?G1.
IZ173-7) 	 433.6 93,29- 3.2
 
2.4 2-74.5 1,135.5 3,C25.4


!,
1.415.0 

533.1 95,434 3.8
 

255.0 1,36f.4 3,989.2 

1 8-i ? 2;797.4 -:76.4 


I'9": 4.4
1531-32 .' 2,710.4 135.5 259.4 1,291.3 4,446.5 405. 

Loans in current Taka deflated by consumer 
price index f:-,r middle income f~ilies in Dh!k-a,
 

,'.I) 

1973-74 =IY
 

Adams and Nelson
S. urcas: Crelit: 13r5-75 
Banlaiesh Bank Agricultural Credit Dept.
1976-32 


Bangladesh Bureau of Statistics.
Value Added Ag. Prod: 


Bangladesh Bureau of Statistics.
Consumer Price Index: 




1.19 Further, survey datn as well as field observations
 
provide ample indicntions of inndequate institutional credit in
 
Bangladesh. The USAID-funded Land Occurancy Survey* showed that 
in late 1978 only 15.4 percent of farmers used any kind of credit. 
Of those, only 6.0 percent had access to inetituticnnl credit. The 
remainder was borrowed from friends and reletives or from money
lenders at rates of 100 percent and up.
 

1.20 The BDG has not attempted a precise projection of agri
cultural credit needs in Bangladesh. While acknowledging the need 
for a considerable expansion, the Second Five Year Plan (SFYP) for 
FY 1980-85 stated only that agricultural credit would have to increase 
by 20-25 percent per annum (presumably in real terms). This would 
seem to be on the low side of the real nee,!. If the credit requirement 
of the IIYV cultivator shown in Annex F-i can be taken as representative, 
this would imply a need for nearly Taka 10 biltion**(in FY 1983 prices) 
in FY 198 for HYV foodgrain cultivation alone. Thus, new disbursements 
of institutional credit would have to expand by 14 percent p.a. in 
'eal terms during FY 1932-33 to meet the needs of HYV foodgrain culti
vation alone. To be sure, not all HYV farners will require credit, but 
other farm and off-farm requiremente would surely bring the needed 
expansion to at least the 20-25 percent rate of growth called for in 
the SFYP. Finally, even if a 25 percent rate of prowch were to obtain, 
the ratio of new agricultural loane to asricultural value added would 
reach only 13-14 percent by FY 193J,*** itill w6ll betO" the comparable 
ratios obtaining in other LDC's. 

1.21 In shoIrt, the potential demand for agricultural credit,
 
let alone overall rural credit, appears to be substantially beyond the
 
capacity of the present system. The problem arises from the incapacity
 
of the system to expand on a sound basis. The latter point needs to be 
stressed. Agricultural credit has been expanding quite rapidly due to 
donor and government funding. What is needed is not only an increase 
in the rate of expansion, but an expansion based on rural resource 
mobilization rather than large-scalc subsidization. The BDG, for 
instance, was funding 60 percent of rural credit with refinance faci
lities as of June 30, 191l, and an estimated further share of 10 per
cent was financed from foreign donor sources. Further increases in 
Bangladesh will have to come primarily from expanded domestic:savings
 
mobilizstion. Additional implications of the present subsidization are
 
examined in Section V (Economic Analysis).
 

Land Occupancy Survey, Januzzi and Peach, December 1970. The ratios
 

shown here were dexived from the data in Tables E-V and E-XI. 

** 11.3 million x Tk. 065 - Tk. 9.0 billion. 

** Calculation assumes growth rates in ngricultural value added of
 

3.5 and 4.5 percent, respectively.
 



B. Rural FinanceEEE rimental Prclect 

1.22 Th AID Rural Finance Experimental Project (33n-0025) 
demonstrated thnt a viable rural financial system in achievable in 

Bangladesh. The RVEP providvd $7.0 million t finance technical 
assistance and partial roimbursement of a credit program. The project 
purpose was to idntify and test one or more replicable rural finan

cial systems. The project resulted in 01,595 loans (43,113 separate 

borrowers) valued at Taka 134 million and savings of Taka 10 million 
at 98 bank branch~s. A summary is given below and a more detailed 
description is given in Annex H. 

a. Interest Rate Structure
 

1.23 Lending rates of 12%, 1M%, 24%, 30%, and 36% were tested 
when the established rates were 11% and later, 12%. Results indicated 

that rates up to 30% were acceptable to borrowers; however, some resist

ance appeared at 36%. In the sociological survey, 42% of a sample of 
borrowers responded that "low interest rates" was an important element 

of the project.
 

1.24 Saving rates were tested at 11%, 12%, 13%, 14%, and 15%.
 

It should be noted that the established rate for savings accounts was 

increased to 10% from 7.75% as the RFEP was starting but project rates 

were not increased. Consequently, the effect of higher RFEP rates was 

somewhat diluted. In addition, even RFEP savings rates were slightly 

below infl3ticn rates during this perioi. Nevertheless, results 
indicated that non-targct group savers were sensitive to higher interest 
rates of 14% and 15%.
 

1.25 Refinance rates were not adjusted. However, the 10% to
 

13% bank transfer rates (i.e., the rates on funds charged to branches 
by headquarters) had the same impact on bank branches, which funded 
most of their loans frcm headquarters. 

b. Rural Savinvs Mobilization 

1.26 Banks mobilized savings equal to only 16% of loans
 

outstanding, which is not sufficient for a self-financing system.
 

There are two probable reasons. First, promotional and other techniques
 

were not used to complement the higher project savings rates. Second,
 

bankers allocated ost of their time to lending because the incentive 

structure under the RFEP provided banks one-third for loan disbursement 

and one-third for recovery. The RFEP emphasized lending more than savings, 

as seen in retrospect. 



to 

c. Rural Lendinij 

1.27 Leoning ,,rocedures were simplifie and restrictions 

were 	 relaxe-. S.c'e chnes wore, (1evelr'pm.rTt oE a standard loan 
to T. 5,000application f.:ra, ,ilepatiun of sanctionin authority up 

to branch nzna:-ers, remrfuvl of snm-L collateral requirements, and 

simplication of bank reportintr, requirements. As a result of these 

and othcr chines, 45% of h,,rr.wers oltained l'ins in 14 days or less 
visits t the bank.and 61% cf borrowers ohtained fuivis after twc 

There is no coparaS-is utudy rf !,,rrowurs' waitinR time oq1 a national 

however. informre, cpini,:n infdicates that this perfcrmance isbasis: 

better than average:.
 

d. Manigement Improvements 

1.2!3 Branch pr :fitability was measured by standardized 
-asud on actual interest earned, real administraaccounting procedures 


tive costs, real cost of funds, an,' a strict provision for loan lose
 

out Qf nine bcankJ were able to operate profitablyreserves. Four 
and accounted for 69% of lending.
 

1.29 Loan recnveries were higher than national averages
 

because of increased suervisicn an! incentives to banks (i.e.,
 
At the end
one-third for disbursement ani rne-third for repayment). 


of the project overdues were 19 and ranged frcm 5% to 51%. If the
 

werst performing bank is eliminated, recalculated overdues would 
have
 

been 16% and would have rangoc! from 5% to 24%. 

C. rroject bJectivc! 

1. Goal nn! Purpose 

1.7) The project goal, drawn frri the BDG's Second Five Year 

Plan, is to accelerate food production and expand opportunitieo 
for
 

The -r ect purpo.se is to create an econo
employment in rural arcAs. 
mically viable rural financial ay,, tm which mo'.ilizes savinqs and 

provides credit facilities tr, private farmers .n! entrepreneurs. 
i..-r-veda ratiLnalize' interest rate system,Principal outputs include' 

mire efficient lending pr-cedurue,s vin:-s -,- 1!!-ation techniques, 
improvedi manngcment systems, and practical blnking research. 0O3 

are needed policy changes an,' assignment of an adequate number
inputs 
of experienced officers and staff. of Irth the Central 

Nank and finaa-

Qt these policies.

cial institutions, who are tidicat-cd to the succese 
to support


AID will pruvide'local currency contributions 


the rural credit system, and technica. assistance inclucing 
foreign
 

and domestic advisors, training programs and equipment to 
support
 

A log frame matrix is attached as
 implementation of policy changes. 

Annex B.
 

Best Available Document
 

http:purpo.se


1.11 This proJect conforms to th, A"T Policy rvPer 'ricing, 
Subsidies, an1 Related Policies in Food and Atlricultar"' an I State 
252939 dated September 9, )32, which outline,', key poijts (f the 
forthcoming AID Policy Ppcr "Financial and Capital MarLet Devlr',p
ment" The Policy Tiaer en Pricing states that "A.1.D.'s pJmary 
purpotie... (is) to suplort a systemn of financial institutions that 

effectively mobilizes :inc! allocates private indigenous financial 
resources" (page 10). This project supports interest rate rationaliza
tion, savings mobilization and loan recorvery. 'rho Policy Paper .stab
lishes as i target deconLrcl of intvrast rat s and "where it is not 
possible to pursua&k a government to liminate int.,rest rato controls," 
then "iinifiM.ns ,,UC L.dUC, Lintr,,is wnetre2 Lhey aIlv-rsely 
affect th moilizntor. cr all,-cr.ti-t, rf crel.it. (pane 11). The BDG 
is considering major ir.cr-,eses in interest rats fir ruri lendinp 
and refinance to achieve economic viability and alsc, sialblishment of 
an Advisrry Ccmrnittee :n Interest Rates to review ;,nd recommend 
changes periodically. These chantes will prcvilde flexibility of the 

interest rate structure for savinpa, refinance, and lendin? rates. 

Further, this project follows princLpls (i thu AID Spring Review of 

Small Farmer Credit and subsequent work at Ohio State University and 
of the RFEP and also
elsewhere. The Mission has relied on findings 

of th: AID-1ANCOOP Project in Peru, which emphasized the impptance 

of savings mobilization through .cometitivu interest rates, promotion 

campaigns, and incentives to bankers. 

1.32 This project ocvers AID's four key precepts: policy 

diilogue, institution uildinr, technolopy transfer and private sector 

support. Pclicy issues nre the heart of this project. The BDG is 

prepared to undertake p -iicy changes to create an econo1mically viable 

rural financial system including fuller cost recovery on lending 

cperatinns, increased savings molizatin, and ir-pr'vc, lc;an rec,,very. 

Instituti-n buiVt g is rlr, an important crinnonent at !iffercnt levels. 

As a crnsequence of nolicy chngen regarlinp accc;untin aind incentives, 

banks will bucome more performance: nrient2,-. Prucedural chanpes in 

savings and lending practices will increasv efficf.!ncy of rural financial 
Certain elements of central lInnk cpratinns will alsoInstitutions. 


become vior. efficient as a result :f Federal Vesprvc assistance furnished 

under this prjeuct. The prcjiect will also finance te hnology transfer 

from the Federal REs.irvo. System and fr-n experts in such technical 

fields as interest rate methodo'ology and hank branch rationalization. In 

! ,'1- "-. ." r..I t will ha-'L tw- majorregard t, su??rrt.-
impacts. Firat, it will e)p.an, avilnia-,lity .fcrefit facilities to 

private frimert, and rur-1 cntreprenurs, thereLy f icilitating private 

uct<r trade an.! invest-aent. Sectn,'., it will su!.stantially improve the 

climate and -rofitahlity of the rral bnnkin; s;ystam and make it a 

p.tentially att-rctive area for private intitutional investors. A f ,w 

private banks al:-iAvy -. r'. in 2 .1..7h. h .,.v r, Lh..y ueek only 

http:iinifiM.ns
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business accounts in commercial cenzers 	 and are uninterestedprofitable .favors' I bankingin rural financi-.l markets. Thc.: crvtjon of n 
system will supportclimate and an (cnncmically viable rural financial 

of gox, ernr~ent ownedthe BDG efforts 	tu disinvest its(elf of a segment 

banks.
 

3. Project I)esi'n 

dnign has 	 drawn hewiLly on results if the1.33 	 The prrjecc 
of the 1Ational Roview Committee on Agricul-

RFE1' and working papers 
tural Crcdit, spcnsrred jointly by the Governmi:nt of Bangladesh and 

five working po:)Qrs and held meetingsIDA. This 	 Crmmittee p'repared 
1,rt'.• -. r-ar'.&i USAI') accejtcd an

to discuss 	La'. lt it EQrum. 

invitation to -.tteni these meet ns and 	 contrlbuted to the idefftltftion 
!in eco-omically viable rural

of policy proposals which would lend! to 
Other reviews are underway(including the World
financial system. 


Sector and 	 other lonor project appraisals).
Bank Surv_'y of the Financial 

Their preliminary results have c,.ntributed to project design.
 

1.34 USAID and the Bangladesh Dank designed this project.
 

In addition, -utside consultants provided substantial assistance.
 

Dr. Richard L. Meyer, Professor ',f Agricultural Economics, Ohio State
 

University, reviewed the initial project design durinr 
February 1983
 

and offered many constructive suggestions which have been 
incorporated
 

Dr. Charles Lucas, Assistart Vice President,
into the final design. 

Federal Reserve Bank of NOw York, recommended assistance 

for Bangladesh
 

Bank operations 	in a repcrt lated November 24, 1962, some 
:f which
 

The rroject is responsive
have been inc,irpr'rnted in the final design. 

summarized 	 in Annex A. 

to suggestions in the PID approval cable 

D. Proiect Elements
 

This project will support BDC pc-licy changes necessary
1.35 	
system. The $75 

to create in economically viablL rural financial 
and
 

million will bc l-li~ated in three tranches during FY 33, FY .4, 


FY 35. The first year obligation of $25 million will support the
 

BDG's planned initial 'clicy changes. Obligations during the second
 

and third years will follew review of performance 
an,' implementation
 

to achieve the proiect purpce. The project hba two
of changes 

principal elements: local currency support for use in the rural 

credit
 

system to support policy changes and technical 
assistance to help
 

implement policy changes.
 





14
 

arrive an have become familiar withaivisors anI are schedule1 after a Ivisors 
rural finnncial nnrkvta in Nint-Jaicsh. Another aspect of timing is 

the nee. t. conct!ntrnte rather thin 1iffuse efforts cf bankers and 
areas.ndvisors, epocInlly when dealint- with th., three policy Th,.re

fore, activities relntlnq; tn policy chranges arc schedule1 to take 

place sequentially. A sura=ry frelr'ws covering: policy chan.e 

activities, procedural change activities, an reviews nn! evaluations.
 

1. Policy Chanwe Activities 

a. Interest Rate Rationalizatien 

1.40 	The initial policy chnpe involves rntionnlization of the 

This policy change will require twostructure of interest rates. 
an increase in interest rates and establishment of anactivities: 


Advisory Committee on Interest Rates.
 

(1) Intereat Rates 

1.41 The BMC is considering increasine both the lending rate
 

to cover fully the cc sts of funds and operativns and the refinance 

for all rural leans to a level that vill encourage savingsrate 
of increasing
mobilization. The B1'C, Is considering alternntive meane 

an increase in interest rate, servicecosts uf harrcwinr,, including: 

charges, sui,rlenentary interest, an

"1 mandatcry savintis deposits. The
 

NaticMal Review Cr,-rittUe on A,ricultural Credit, the Rural Finance
 

Project, and additional calculations developed with prcject design 

consultant Meyer indicate that achievement of a 24 percent rate will 
be 

adequate t:, ccver lcn.lins, costs ani prcvide a small profit. This rate 

.llowance for costs of 	erlministratirn, incentives
includes a 14 percent 

of funds and profits. The

and bad delts and 10 percent to ccver costs 


14 percent allowance assumes substantial prcress in relucing the current
 
a rate restructuring
high rate of ovei-due loans. Steady movement tcward 

along these lines would greatly reduce the linked subsidy on refinance
 

rates for rurcl loans and wculd encourage tanki- t, mobilize funds for
 

lending. The ratirnale for this rate is described in Annex F-2.
 

(2) Advisory C-ritt,4- cn Interest Kates
 

The seccnd part of the interest rate rationalizaticn
1.42 

process 	involves the estn lishmnCt cf an A.vis'iry Ccmmittee on Interest
 

This Comittee will advise the Governor cf the Dangladesh Bank
Rates. 

nn r-finance. The Conittee 

on establishin raLs 	f,-r cav.n'rs, Ln'in:.: 
to

will meet at least semi-annually, and ncre frequently when needed, 

will he developed for


review the entire rate structure. A prccedure 

nm)np the three sets of rates. Rates need


specifying, relationships 
to
 

be adjusted upwards and downwards dependling on trends in inflation,
 
A technical unit will 	prerare
administrative costs and loan recovery. 


Com-,ittee. Short-term
the studies on(" reccandn"atic-no requireC ,y tou 


the technical unit will be project

expertservices and trnining, for 


financed.
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0. Loaa~avr zrop4 

2 
4 '~4 ~~ 

aroa of
2 
a~ 	 Wircvrycag.Po
1,49'1 	 oth hr ~o 

thir- mojs4oo change.d olaors 1.49iut n cwcry lanthovr 

effects titi~atedg inclu'Iinji nccuntitjp proc4a!tee,. lon-n,~practices, 
branch saffingp attitu-Ju toviixls fNrgivsness, lb~ol procedures$ 
atttu21O5 tevards co,12terall m-1~ quelity;f lmank inspection. Some 
changest hwmevr, do not roqutro outuid3e experts and.ill be initiated 
during the flist year 0,tha project.' Aftor technical services become 
4vailable, a4litioniiI activities wll be uwlertan.-

(it)Accountinq ChauWUS 

1.50 Bank 	 accounting' systems ned to~ 1a chanwed to Rive, tyue 
"picture of 	financial oveition. Thmi following changes viii be mades 

P*-Mn Of austan4ard system fer' 4iffnivol 015551415$ 
and rep~nning Qf ovardua loani; 

q stntements 

on oerde & 


- aurnfinancial 	 to footnote interest accrued 
Io* amontsof overdiws by &g~et 

-Devlopmnt of a standard system for detablishing reserves 
for ClassifiLed loans &M for vriting, off bad debts. 

W6 Ravisej Pealty Ztorest 

1.51 The present penalty interest on overdues of 3X for apti
 
cultural loans will be increased and will be arviad -to all rural loans
 
to anciou aa prompt rapoymante 

(a) Incentivo lao 

In ploce, a new banuirso1.52 Aftar scoounting chmnes are 

incentive system c-f cash or n'n-cash vrd will ba developed based
 

efficient &IsSal tratiofl. 



(2) fLttorActviLthU 

(a Str uwthonini, flank Inspention 

1,53 Tho* )Unnti2ish Bank's Inupactinn Dlepartments which 
examine rural brncthas will Fao strongthonod to mt-.nitor now standardis 
of nccowtno! for iiitur.4st u~rin, loan clascificatico, ovaeduo 
4ebt ruservua, and writin4 rff hal Atts. Stops inelkide hiringi 
additional staff and ottaining rMvL~ory assistance from the Federal 
Reserve Sytam to rocctmmand improvamant'a Inthe SInspect$cn systems, 
Provide traininss and revise the insrectio maniual.' 

-(b) Loatn X'ftnili 

1.54 A~ creprehantive review will be perflaiod of rusns 
for poor loan recovery, As mentioned above poor loan recovery arises 
from a ccuplex mix of binkingo 1aokal, political, apd aociolosica1l 
Issues'* This stul1y will require cleso cocircratim? with- the, Danla&k jh 
Dunk to diovsloP a Pro~ra for lzuprovoaants. W)cAuse rf rs2.Ationshi;s 
emonR loan recovery and branch locatieo mrininji, and lending practices, 
this review will lie undi'rtakwu after then atuius aro available, as 
described Ibelwi. After the comprehonslivu review is completedo reca
mudd chtnnges will be implemented. 

2. Prige~ra 1 OMn Activities 

1.55 Zn addition to activitiesa associated with the three major 
policy chanpas (interest rate rationaliation, savings mobiliation$ 
and1 improved loan ra2ccvary)o the Banglmdesh bank will undertake other 
activities to strengthen the rural fin.ancial-system. These activities 
do not reuire, mjor Pelicy chanitcs and generally reinforce or comple-
Mont policy chanes. They i411 be performd throughout the project. 

a. PFIB~cII nl~i t~Lg Prformagne activities 

(1) Rurct5 nlanch Traini 

1.56 Tito Usnil1advah Bank will Suval.:P thr~o stenJardited. 
"core" courses for banka to usit in trudinnt, proowams fnr off icers w4 

At present, oiich financial Insrituticn 4evlrps and conduclinananers. 
its own trainInA proRr'ms, with variati~ons In quality and expense. An 
initial supply tf manuals ind local costs of experimentnl teaching will 
be prnject fiwaev& 

(2) tiranh Ritti,'niltiro 1PAn 

1.57 The aniglaionh Uank wants to c-7tinue axpnndtm" the 
availability of institutienal VnnkinS sorviceq to~ tha rural Popuatation. 

lto'nsur g'provalls haeThe strategy cf lUntr, ur~nn t-N rwril I-pt
in 19f11 because of concern aboutbeen successful but wits mwdifte4l 

ell. 



Tho Ponk will oxamine nltornntive plansovobcnint inurbaun rems, 
rual hrach Ltnnkinv, =1 will Llovolcbr a brinch rntionnlimnto xra 


tinpla, i nlultnp truiininSi a0', stnffinn requirements, with oxpcort 

1,51, Tha Dan~k has rin&!c a number nf iunrrcvcnantx in rural 

71Tw Ban~k 0132 uwnrtnot0 withlenini; racticua In recent yosra. 

coduresl lendinn roetrictioiatf lIvan'avi'lic'ntin -ystums anti loanL 

sanctiorningi (i.u., npprovai) rtocodures. This roviow will Include 

*
 -,oII Ian-0-T ii equiplaplemontction noncy, theoflaniI~htncreae'I stff, -niCredit Dopartment (A--- ll- ne-.? 
limited 'unt of tochnoloy
doepartnnt iL' 


.59 Reserve System,
 
:nent, eOther uprvdo4 a 

transferIby tho Fetl 

(1) Agricultural Crdit. artnt 

1;60 The Agriculturnil Cro.?t IDeparttmnts which will manage. 
+. this project, is ccmp.tent but np equipment.send observationl 

4, 

upon tho continued search fortrainlng. Project success will depond 

Innovative approaches to -resolving issues being~ W4ressS. with policy
that senior officers responsibleThrfo
chmqaFp.~ IsI impor cant 

range of ruralfor effecting pclicy changes be exposeft to a brovA 
financi l rrcblus through obsurvatinal tr irnin ant'. short-term 

In the U.S. and third countri.os. Alsov AMT needs4training courses to carry cut its duties effectivelyAd~itional. 6tuirauont al supplies 
Annex L-6.And efficiently! aD indicative lint to attached as 

(2)rf, lhptsnweehfD~;ank to4.'n chiafly 0o support 
m
O turnlnci
polic changIes in al f 

-- rove other functional aram and i rorv Its ,
auslad-sh Bank tu 
. it awXdady enjoys as stoodrelationships witn majur centrai. u 

Wo~rtaking cf this rvjuctrelationship with the flank of ftrlnnlT. 
trnether with the TocOUt pegring(;.f the Taka 0+ the U1.S. ;-ou

the !angla&!@h 3ank's velat n"'
Winicate the dsiraility of expanlingl 

ship with the ?e*,Wral Reserve System. Con.quantly, thin project will 
i nitiate asods t amount of tccbnoloqy treuifnr ,nstrongthen selected 
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alovg1
. 1.62 A fianiatiullsct.m 'will Ovluato tha Impact~ ofth 
besratbl1asiactyof e t ia chnom This syrevie wLUw~ 

after moor polcy chana hv boon a avdoa techniclu Stancoth 

a data basactivities hmaveen ccplatai. To assist In this reviews 
will be planned nnd aita~*lihod approximately two ytare beforebho4. 
Additional infomation, is providad In $action V11 - Evoluation. 
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11. COST EST.A:T ... r.. iA "A
 

A. Cost E'tmatc
 

2.01 Estimated project costs of $75.0 aillion 
are to be
 

Of total costs, $71.7 million is to be
 financed from the AID grant. 


local currency to support the rural credit program and
 
disbursed as 


finance forcign exchange and local 
currency costs
 

$3.3 million will 

A summary cost estimate and financial plan
 

of technical assistance. 

..
is-given in Table 2-1. 


Estimate and Financial Plar.
Su,. Cos*
.ablL 2-2 arv 

(ls$' 000)-

Lr 7c a'-
L -T, 
i .F...... a 

t!sc 

S420,000

$42(0, 00(Refinance Faci liy 


71,700
$71,700

Local Currency Contr. 


$ 424 1,936
1,512
Advisory Services 


613
50
563

Training 


125
95
40

Equipment 


50
50
-

Local Fund 


$494,434
$ 2,115 $72,319$420,000
Sub-Total 


160
a4
126

Inflation factor 


93 406
313

Cont tnency 


$495.000
$72,456
S42U,U0 $ 2,544
lotal 

of the technica2 as-sistance 
2.02 USAID prepared cost etimatef-

a.,

co,t!; o: advisori !;srvicu.e ald :raininm" are. 

element. Etimated beencf advi!or" ;srvice!; have 
upon previous USAID experience. Costr. 

the verr highly qa.1ified experts
obtainestimated toappropriately and perdie:advcuat e tran,.iortationin addition.mostrequired for ta,.k,; 

.... t.mat t" of equipment
in clied for short-t(,rm expert

expenses are 

'ror loal dealer!; in February 

are baec, upon quotation! obtained
cost,; and I2:.exchange cost!.art: 6% ;,.a. for forei gn
1983. Inflation factor!; 

of 15" Wi!l lr'At .lpx. 
currency costs;. ThE contingencyp.a. for local 

bily in rersponding to pre!;ently unanticipated needs throughout the
 

project life.
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B. Financial Plan
 

2.03 	 The financial plan shows AID and BDG funding of activities
 

The BDG contribution of $420 million over three
associated with the projt-ct. 


years, or approximately c140 million per year, is based upon recent amounts
 

credit by the Bangladesh Bank. In addition,

of funds used to refinance rural 


che BDG will contribute ubstantial staff time of senior government officials
 

and officers of the central bank and financial institutions. These latter
 

costs cannot be practically quantified, and their contribution 
to total
 

project costs will be relatively small in financial terms. The BDG contri

contribution to project costs.
 bution substantially 	excceds the required 25% 


2.04 Projectec disb'irsement of funds shown in Table 2-2.
 

Table 2-2
 

Projecticn of Expenditures By Fiscal Year 
(US$ 000) 

BDG
AID 


Technical Refinance Total
US Fiscal Year Local 

Currency Assistance Facility
 

FY 1983 $ 24,000 	 - $140,000 $ 164,000 

$ 1,104 140,000 164,804
FY 1984 	 23,700 


996 1164,996
FY 1985 24,000 	 140,000
 

634
" 	 634
FY 1986 


71,700 	 2,734 420,000 494,4,1Sub-Ttal: 


160
-	 160
Inflation factor 


406
 
-	 406Contingency 


Total: $ 71,700 $ 3,300 $420,oO0 $ 495,000 



1. A&ricultr.l Credit Department 

301 The imple-mentation insency will I the Bangladesh Bank, 
Agriculturalwhich is the central bank of Bng, dugh. The Bank's 

The ACD, pursuantCredit Department (ACD) will manngo this proJict. 

to the Bank's charter, 8tudies nll q,,.stlons -'nd coordinates -11 opera

tions related to ae:ricultural credit. lthis cpartment is supervised 

by ,i Chief Officer who normally re ports directly to the Bank's Governor 

through n Executivo Director or a Deputy Crv,rn,-r. The department has 

ipproved strucrwh ' 161 j1'.>es inclu'.'ing 1j," officers and b30 .aff,an 
of which 124 employees are oa board Including 91 offi.cer,; :nd 33 staff. 

ACD is organized int:, two livioions: the credlt division and the inspec
will be nananed within the crQ.dlt division.tion division. This project 

Organizational charts nnd an ACD functional statement are included in 

Annex I. 

3.02 ACD will establish a now unit tc manage this project and
 
ACD hns previous experience in
the unit will be expanded if needed. 


managing fcreign donor projects (including RFFP, IFAD Small Farmers
 

Credit Scheme, and a Swiss project cn post-harvest technolcgy) and
 

many domestic activities. The Department's level of competenc( is high
 

but it is not fully staffed and could use additicnal equipment. Unlike 

the previous RFEP project, where a large consulting team performed most 

of the implementation tasks, the ACD wrill implCment this project with 
assistance. a relatively small amount of short-term, specialized advisory 

Consequently, the ACD oust te strenpthened. The Bangladesh Bank will 

review staff needs, devel'p a revised staffing pattern, and hire 

qualified persons.
 

2. Banvladush Bank 

3.3 The 'han.ladech Bank was established as i Government agency 

on October 31, 1972, by President's Order No. 127 to succeed the State 
is finincially independent -.f the GvernmentBank of Pakistan. It 

budget, nlthou!-h its .:wn budget Is reviewed alonv, with o)tlter semi

autonomous a~enctes by th; Govcrnmv.nt. The .'Ink'sPoard of Directors 

includes the Governor, Deputy G,.verncr(s), four menbers nominated by 
official. :3ank hen!quarters in in

the Goernment, an,! cne G-vernment 
Dhaku ant' five rerinnal ,fficoq nro lce-n.tc, T. Cbitr'irV Khulni, 1V)ra, 

The total number of bank employees win approximately

Rajshnhi and Sylhet. 

5,500 as of June 30, 1982, comprised of 2,000 officers and 3,500 staff.
 

an,! rescnsibilitiesThe anglndesh Pank exercises thse function 

cuntomnary for centrnl banks, incluline " manswc=ent of the monetary and
 

cretlit system, issuance an,! rerulation of currency, rcgulati'en of
 
-f ft-reie rna:,.,r, mintennnce cf

bankn- intctutn, aniam-tintnoting ns the bnnkorn' bank. The Mink managesgovernment accounts, annd b 

http:lce-n.tc
http:Govcrnmv.nt


t..a, monunrat 	 my.sflfli , trth* fivr;k7t, or c .InW.-Anr inj hrm*! 

renorvo, relqttronanta , (:r4v(it cetinPR$s, nv~l ruf sI nuco, fnQ1Iitiwuo. In 

n, r been iiswi to~regulat. -iny K'mi , irnd thL UnOl. his relied 
chi~fly on cr.odic coiltn$'-& '-un rafinrnc't f,:c!1it-1c. 

_ 

3.04. 152ng1adicalho :mnustablishud~ structuro of rural financial 
institucicna wh~ch pro-date Indepondcnce in 1911. The chiof partici( 
pants are: Bangladesh Krishl. Bank (art arricultural development bank); 
Bangsladesh Rural Development Board an,'. Bangladesh Samabaya Bank Ltd, 
(two cooperative systoms)- and the six uationaliztd commercial banks. 
In addition, mciiuylcaduJrs play, ani izpurcit r.i. A summary descrip
ticn of iui3titutiCfls is contained in AnnexiJ. 

3.05 Rural' branch expansicn has boon a hitih priority sinco 
-	 -. 

Independancas and the numbcr, of rural branchs dciublod 1batwoea 1977,
 
and 1981l as shuwnmin Tabla 3-1.. At presentp hovevero thefBank is
 
concerned with possible over-banking in urban areas and potentially 
wasted resources$ particularly experienced officers. 

Table 3-1: Rural Branches.
 

"V6/30177 	 6/30/79 6/30/81
 

. 2,841*Rural Dr.-nchos 1,470 2,242 

Urban Branches 19063 1,320 1,51m
 
Ratio: Rural/Urban Branchas 1.4:1 1.7:1 1.9:1
 
Ratio: Now Rural/New Urban 5.6:1 4.0:1 6.5:1
 

Branches 


Source: Based on Bangladesh BAnk JBullotin..
 

3.06 The large rural branch axpansion was not mac y' 
equivalent ,rowth in tonumbor oftrnined and experiencodcfies 
The hiring, freeze was lifted In January 1983 and banks ara now free 

~4') 2 	 to recruit now staff. Hinhor borrcwina rates will support adequite 
fundirkl for administrative costs# Ono indicator of overburdened loan, 
officers isaccoant load. Officers presently handle 800-1,00 accounts, 
which is to'n many fnr prnornv n'u 4 tn mrO. rOCCA-, ryj * upnrv	 uee 

~ .,, 	 able number misnht be 250-300 accounts. However, the inferred, tripling
 
ofE acc~,nt off Lcera is no.t realisablo in o short tiam. This project
 
'will finance advisory sarvicus 'for devalmnmont of "core" trailning
 

~curriculas a branch rationalization plan Including staffingj and a review 
of landinn proceduras.
 

DoumnBes Avilbl 

3 
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8Implomentation schodule and. Ueiicneibilitle~q 

r 

3.07 This rrIct cotitalnu n 1arso nini'ior of discroto but 
rialtuii nctivitip-9, The imos. Imprrtnt activiths support key policy 

chang n1ldiVill b! unl(srtrkent In three pharFls- otlhwr tasn will bhO 
~ - -urlota(Ql--ttrEu~tou~ te-rc o~~i ,An Amplzmnentntir.L,_schelUuu 
i Included n 4nnx K and estlinteo dates for.1tey eontn follow: 

Event Dit tsnsbly 

Authorizaticu of Pruje'ct Many 1983 AID 

Advance Procur%=.U &1Lic;1tnS may .'i AID 
SiSnina, cE Prk.Ject %',ricmont June 19113 AID & 13DG 

Satisfaction of Initial C?'s Juno 1983 DG 
Sirot .isbursement June 1903 AID 

PS Silned BDG 

PASA Signed Jan. 1904 AID/BDG 
Prime Contract Signed Mar. 1984 B - , 

First Review Mar. 1.964 AID/Dna 
Secnnd Oblilaticn Apr. 1934 AID 

Seconi Review Mar. 1985 AID/-DG 

Third Oblijjctien Apr. 1905 AID 

Financial Sector Raview Doc. 19C,' 880/Contrnctoin 
PACt) JTunea 19 13' AID/DIG 

-4 

4 

2. Terminal .at.. 

3.08 The terminal datoe fr natistaction of, conditions precedent 

to initial disbursement will be one month after thedate of signing of 

the project areet 

3.09 The Project Asslitance Complotion Date is June 30, 1988, 

-hich~prvidesan five yoar life of project. ObliRntions will be mnde 

over thri fiscal years and thu pro'ject schedule showe that most project 

activities will. complotaelwoihin four years. Howevar, this project 
isinito initial rhase antf both the nature and leneth of. services to 

supp'ort piolicy changes Isiint-fully known. Thoroftiro. v. .have adied, 

additional tfrno to rarmit prnjc~ct cloce-out inan orderly fashion. 

j 

Crooucuroment 

L Loa CurnyPrormn 
44.-' 

.:- 3.lOQ Disburseelnts . 

by U.5.Tresury check. : 
of local currency will be made 

t,:: . ... t~j ? .. .... .. .... 

4: * :: [4 ,**-i:,,.~ i 
:1 ' , Si{... . ; :' ' : :: . " '. : . . ) :r 

' 
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,,i ['
~50 aizaefrlending'rate s'tructurewaos sumarized.i 

.iiin.Sectie, I,(Projec~t Rationale ) and is iiattached as: Annex F,, . '. . .. !;Y i. 

.. ... . .11! Y : ' , : ' . . .. . . . Develo pma t , . .. , 

i n r S e c t i o n+ i.2 to the BDG'ssrecent .. +
] , ' ! 	 Reference was mlade
' 	 ") "' ,'k'5.04+: 

:i 	 FY 81 consistad of inucreases: in adinister~d ,prices '.,i~!
i:!)i' measures tan n 

I~i;: .- to: reduce foodgrainlnn fertilizegr subntdios, ?and to reduce' 6r elimi-;!'. !, : 
' -) 

:basis .for a viable bmnking system, .this project would dircctly. further: =.,).;
)+"1 i , + :,

!!1 "' 'that process. Further, through itts emphAsis ~on savings- g e n e r at i on
 

.. + + .	 + ii=+~", ,,,;"!i "! t ::, . .
public sector resource uinh.]ization!i,!FII]II;":.'opposed to 

!.'i~~ii:'l.:--' i :' 5.05"' The pLrformanca of :tih public c'=itnr.corporationisi~ ~,i:-
! ' " 

Tn fY': 82, All1;public cor~orations i :
YeAVAI ?1] worsened ,stendilY In rdcontyan' ' , 	 s 

cmbne recorde ..n pr-n.. ... lrs -... 1 2 billi(,n,* Ther esult '" of
...... 
I i	 " ':i!i ' k !:" "' " r;+! 

" 
+ 
::1 ero In~i fact wors(- W,/entou.corpr~inns

:concealae losse through..
I! J) 	 acticea with: ronpect'!t loaln +obligations ands+ i: ; +i:! 
° !-(i]iiil " -Incorrect accounting pr~ ctrRe wss~r
5.03
WAnzrrragIn or leninArate tru 


4 . L . I I 	 ti o ns' : : +f o 'r:al l 	p ub l i c o rp o r aJ ++" 
r h e m o 	e th r e u :t ' tio F uIR: +, , 1 d ep ri ec. n . 

:".. '"L+'J I Inti-tono ofTna . 
a' prfi.. ": for .. ... ar4fianin bankingI' 

I 'i ]incude 
 .. ..n....k.ing
... 	

s urCQJih Itr +iZt±f,is noma The.-ba...p rncipmeaurS t icras0 Uftiaro illusory.• '~3.06 +Bank profits 	 I' L 	 istor' .. pr + :" 
i '	 in... ad ; :ices +' 	 rt leincreases:J: an accrual basis,,+ ,taken+ in consited of'
~I;i; i+' 	 nding results oni+ -~ measure : + ' 	 to ~rapn- .npiladesh 	 and to reduce br elimi-+: to roiluce f-oodgrain' and Fertilizer subt+:++.+-dies,-
!!);irrAtiC in Ba,.+++ 	

Tho nntionnl banks have' established- +: 
creat 	 ,i thwithout 	regard t, ove.rdue loans. " si" on ... B : " " ;: " "++° 4+;i+ ?+'L' natth defi public] , = rp' 

" + . 0 ++ :++ 	 i r:.!-. if secto"'- + ctl.y+ further.'' 	 ; ;project would,dir..e e ao... ..... 
s for a vi~l~ i sm, th Ansi noe lsewhere this-ban 	 is s.vin. . inas~i' ;'l 'Iiable bad: !ebt] ronerven. .... ontbr ...lo ndateth + r ;+.!"'u i ts•..... 	 In an-:..! +I I process). 	 In fact gverdue.-that 	 + ++•"...':I ; : ' 	 + "+rt.to, inceas private.+as; ? ' i	 a. high proportion m~f loans-nroeef si" ifi' n
paper, the first++++.. 	 ..++ it ,+rerresents+++ 	 , r. ". + :f ,-- : "+ :++'-++++. mr. zation Boyd 'Wonnorpren haseso rc :++++ opp'++++5"++d m+'to++"+ubl c ect r ........ ial banks,
annlsisof ta bx n tnliza 	 i<' + +'+++ 

"+ " n 5 percent rosorve 

Ta+ki 961 million which + - ' "
+,+++ 

* -

+ -+ stited thoa+t a'tnloh mnt of 	 for -Wo debts: : 
L 

...L +.: 	 wo+Luld ,have meant a3 combined F 6+2 exponse ,of 

- . 

roduced, raportoO yPro-tox. '+,'.': Y++P +:.++; nrations:!:.++,+
Tn~an: 485 million to+i+++Q'+profitso0f: :+ +,-++:.<public cor+.+82! a+ +~wuldsenedhavostead ly in r+con r Two 
 to +?" ''411-r.+ r.yrr,,nion of tHils principle*f 	 !74' 41 
+~~Wr-n ....- les... 

p~rofit Andl would slhnw n very vigniIcant sulomirly huroun to the 

s at S Annex
Sect:fin hicaof Rtia ind iC 




5.07 The brnks poor Lr,,in recnvery ratea nre partly nttrn
butrible te tho prc'iitinp low 1ond.Ung riitus. AS a routof the 

r~~*boi riwv) n oivi not, motivated to ropn> 1,anr' stinca tb~tir cnrryi'uI 
arv bwld-w tl o pr evaV l.n cnte o'f inflativn am 1.)ankR Ilo not have

Vcoats 
adequate nco'wiat *.iannvetheir leudinn nci'ivttlas. T1e1present 

overichnc!u~ cF 1 ne'In, rlt% vo~ir'illy fines nnt provi~rh i~rein 
cost of fuja sufflci-nt t. cover adMuniqtrativ, i',Sts nnd n profit 
margin. 'Vie prjcct,,tsOsrnh provisliis f.or i raticnal inturest 

practicesrate structure, an,!'farther proviiionstLo lmprc'vc, .ccountilne 

sector subsei.1is. 	 F 

). Private Scotor Renource oloili'zaticsn 

5.08 Pr a. nes n 	 at the. ,jl thoy yore, th mersures taken 

outset of FY 83 d..lt cntirely with mobillzatlon of publ4c sector 

resources. rurther, tht. initially adverne impact ofthe measures fall 

al.1ont entirely on the private sector.* The provision of real savings
 

rates, alnnS with the other mnasures tn promote savings called for 

in the project, represents the first significant effort to increase 

private domestic rcsource mobiliznticn. This will provide a badly 

needed push to the inadequate level of private uavings, estimated at 

only 59 percent ofGDF in rY .5l.**urthero the existence of a 

viablc 'anking systemi bned primarily on savings creation will allow 

a greatly expandei volume of credit for financing v a s 
activities.p 	 t s
 

tax 	andI1nitially, thv I-rivnte sectrr hora the brunt of the 
price incruasu. However, the.private sector is bcnefitting 

froin the rosultin!: roductivl In Jnfliti.ln cnd preater avail

nbility of credit. 

** 	 Bantladesh: Recent Economic D yvnlotiments and Selected
 

D"volopmant Issues, IBMU, Mnrph 3, 1982, p. 100.
 

Best AvaAcible DoCUment 
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C. Social A.nnW..is 

5.09 The Urnl FinnncfProject sioks to foct bro'nd chnnpon 
in bnnkinv, policy, ;%nI trinfifornationi Ln ,ik ndministrnvi.w procoduros, 

thrcuiih coperncion with the 11( nnd the I'anplndanoh lMnk, Through these 

* -poliych ws , nnktn , iitLtutions %'ill' ~bnaj to 1,oco|io more 

- fficintnL moro uf £cctive, n;i1 more rCernl.v tit a wi01or ranoL of 
clients In rural arcitwi, 1]onericinry i,-rnct. though nationvirln in satnlo, 

is xpectcd to, to Uf.i Afd aN a comsequunco 'f tho ,rslicy-oriintud form 
- 1nnw v nt i v o ° nd' - - - ' ' L - snun nsv. ossoesnent. Ar.

-"::,-;.......... _... ::.suit -d-'t --.. htb- r:,- -- analysinq -tin .............
Of thv proj-ct., Ore1nr.ry. .. critoriat -.- for- wrolnesenti' liy:::::: :poorly-

unconventioinal appronch to :1ove' opmont intervention. 

nf iwtiact wilt 1ithL first inetanco1.10 Phsiti 1wnufcinry 
result from ietranol b"qnk credit on- tttractive torms, mae available 
to a bron 'cr rural r.Lientv,)¢. Sconly, Incre3so') vilIwpair partict

patic-n in the institutioivil bnnkinS t4ystam will rn(-o'1'fi.z HAvinp, 

extendinp the role of thiInstitution in rurAl dcvelopment at the 

oxponso of traditional non-instituiinalized, oftan usurious, crodit. 

Spread effects Iresulting from this process should,be notIcoable in
 

changing agriculturnl productivity, nriculture-rolatei industries,
 

and marketing in rural aroas.
 

5.11 Equity is in inherently impnrtnnt asupoct of the Rural
 

Finance Project. The ,prelocessor Rural Fincnco Exporimental Project
 

documented the limited access'to institutionl credit in rural areas,
 

antl tho acceptability of interast rates sufficient tocover banking
 

The choice vus 1,etwoen continuing a l.mited, subsidizod, andcosts. 

inofficicnt rural banking'eyotum largoly serving the elite, or to
 

the majority of rurnl villagers,. The Ruralexpand &ccess to crolit for 
Finance Project represent's the 3DG's and 1JSAID'o effort tn develop an 

The tak Is complex, andeffective an runponsivo 1,ankina system. 
tnvo, not prociscly,predictable. Over the liferesults ire, At thiti. 


of tho prIjct, social an-' economic monitoring will, ssoess change and 
that WiAer rural participatitEn inguido implrneentation. Tt Is xpect od 

roinaed by a mr re ronpnnsivea national system .)f creilt nnd savinrs, 
set of bnnkin. institutions, will have proound Implicatirns for ecv

nomic and social change. Mdditi.nal iniformation on sncial analysis is 

given in Annox G.
 

D. Administrative Analysis 

5.12 The Implamntation Apency is described in Section Ilt
 

(Implementation Atcncy) and additional deatnils nrio includod in hnnex I. 

in Saction5.13 hura. financiil inaritutinnn ura summarized 

11T (Impl.Amenrtstinn ego'tic-) with ndditional "lails In Annex J. 

Best Available Document 
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Cepcnu Iczii Excclvsion3114 'in UnlVIf OR(iJ'e~ 

71A Antes' otobor 91 

iipde'T n,$renint~l irvmolurop 14ncrrfbv In 22, CFF 

(Ftel ng construciffv.cttnW thoiy olironmet~it.acttvitl%,s Airec'tly 
Thv~s 1'rvioct is CITnrism!I of 

tion ni faeilLtiva, ottr.)'. 
for 4 ralativalYrnLnp, oxemptUtechnicul nssiat~incv ;,nil iL( w~ill net live nnu!Ie-f~f'40uptet-smal-amout- I4 

I . - T r 'i ~ 'i'&. * 
vf fuc t k ti t - * 

uspecific cnter-)rica' Oxclustofl iv 
to tho c'.wh trnnptf :r, ns* does

it vt'i'.cO?5 to c wo~xcludpl S'eciusa ATD 
listed. ilowover, 


4.ver t'ho st-cciCiC uses ofof c-T c-',utrCino~t linvv 1cnpw1O.Po
such funds. 

Best Avaulable Document 
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V1. CONDITIONS AND COVENANTS
 

Conditions Precedent to Disbursement
A. 


6.01 Prior to the first disbursement or the issuance of
 

the documentation pursuant to which the first disbursement will be
 

made under this grant, the BDG shall furnish to A.I.D. in form and
 

substance satisfactory to A.I.D.
 

Opinion of legal counsel acceptable to A.I.D. that
1. 


the Agreement has been duly authorized and/or ratified by, and executed
 

on behalf of the Grantee, and that it constitutes a valid and legally
 

binding obligation of the Grantee in accordance with all of 
its terms.
 

2. A statement of the names of the persons authorized
 

to represent the Grantee as specified in Section 8.3 and additional
 

representatives together with a specimen signature of each person.
 

the first local currency disbursemcnt, the
 
6.02 Prior to 


cooperating country shall provide A.I.D. 
with a plan for initial policy
 

changes designed to improve the economic 
viability of the rural credit system.
 

6.03 Prior to the disbursement of any other funds or the
 

issuance of documentation pursuant to which disbursement will 
be made
 

for services and equipment, the Bangladesh Bank shall furnish 
in form
 

and substance satisfactory to A.I.D. acceptable contracts for services
 

and equipment.
 

B. Covenants
 

6.04 In addition to the Grant Covenants of Annex 2 of the
 

Project Grant Standard Provisions Annex, all of the Standard Covenants
 

prescribed by AID Handbook 3 shall be included in the Grant Agreement.
 

In addition, the following special covrnant shall be included:
 

The Grantee shall continue to undertake a series of
 

discussions with A.I.D. on means to improve the economic viability 
of
 

rural savings and leniing facilities and services to the private 
sector.
 

6.05 USAID plans to include an additional covenant to require
 

within six months a revioed staffing pattern for the Agricultural Credit
 

Department, showing pouitions for an adequate number of professional
 
not included in the authorization
staff. This covenant, however, is 


to provide USAID with flexibility in negotiation.
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ANNEX C
 

5C(l) - COUNTRY CHECKLIST
 

Listed below are statutory
 
criteria applicable generally
 
to FAA Funds, and criteria
 
applicable to individual fund
 

sources: Development Assistance
 

and 	Economic Support Fund.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

Has 	it been
1. 	FAA Sec. 481. 

determined that the
 
government of the
 
recipient country has 

failed to take adequate
 
steps to prevent narcotic
 
drugs and other
 

(as
controlled substances 

defined by the
 
Comprehensive Drug Abuse
 
Prevention and Control
 
Act 	of 1970) produced or
 
processed, in whole or in
 

part, in such country, or
 
transported through such
 
country, from being sold
 
illegally within the
 
jurisdiction of such
 
country to U.S.
 
Government personnel or
 
their dependents, or from
 
entering the U.S.
 
unlawfully?
 

2. 	FAA Sec. 620(c). If
 
a
assistance is to 


government, is the
 
government liable as 

debtor or unconditional
 
guarantor on any debt to
 

a U.S. citizen for goods 
or services furnished or 
ordered where (a) such 
citizen has exhausted
 
available legal remedies
 
and (b) the debt is not
 
denied or contested by
 
such government?
 

No
 

No
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3. FAA Sec. 620(e)(. If 
assistance is to a 
government, has it 
(including government 
agencies or subdivisions) 
taken any action which No 
has the -.tf%,ct of 
nationilizinq, 
expropriating, or 
otherwiso seizing 
ownership or control of 
property of U.S. citizens 
or entities beneficially 
owned by them without 
taking steps to discharge 
its obligations toward 
such citizens or entities? 

4. FAA Sec. 532(c), 620(a), 
620(f), 620D; FY 1982 
Appropriation Act Secs. 
512 and 513. Is 

recipient country a 
Communist country? Will 

No 

assistance be provided to 
Angola, Cambodia, Cuba, 
Laos, Vietnam, Syria, 
Libya, Iraq, or South 
Yemen? Will assistance 
be provided to 
Afghanistan or Mozambique 
without a waiver? 

5. ISOCA of 1981 Secs. 724, 
727 and 730. For 
specific restrictions on 
assistance to Nicaragua, N/A 
see Sec. 724 of the ISDCA 
of 1981. For specific 
restrictions on 
assistance to El 
Salvador, see Secs. 727 
and 730 of the ISDCA of 
1981. 

6. FAA Sec. 620(j). Has the 
country permitted, or 
failed to take adequate No 
measures to prevent, the 
damage or destruction by 
mob action of U.S. 
property? 



-3

7. 	FAA Sec. 620(l). Has the
 
country failed to enter 

into an agreement with
 
OPIC?
 

8. 	FAA Sec. 620(o);
 
Fishermen's Protective
 
Act of 1967, as amended, 

Sec. 5. (a) Has the
 
country seized, or
 
imposed any penalty or
 
sanction against, any
 
U.S. fishing activities
 
in international waters?
 

(b) If so, has any
 
deduction required by the 

Fishermen's Protective
 
Act been made?
 

9. 	FAA Sec. 620(g); FY 1982
 
Appropriation Act Sec.
 
517. (a) Has the 

government of the
 
recip 4 ent country been in
 
default for more than six 

months on interest or
 
principal of any AID loan
 
to the country? (b) Has
 
the country been in
 
default for more than one
 
year on interest or
 
principal on any U.S.
 
loan under a program for
 
which the appropriation
 
bill appropriates funds?
 

10. 	 FAA Sec. 620(s). If
 
contemplated assistance
 
is devclopment loan or 

from Economic Support
 
Fund, has the
 
Administrator taken into
 
account the amount of
 
foreign exchange or othar
 
resources which the
 
country has spent on
 
military equipment?
 
(Reference may be made to 
the annual "Taking into 

No, agreement signed Jan. 1975
 

No
 

N/A
 

a) No
 

b) No
 

N/A
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Consideration" memo:
 
"Yes, taken into account
 
by the Administrator at
 
time of approval of
 
Agency OYB." This
 
approval by the
 
Administrator of the
 
Operational Year Budget
 
can be the basis for an
 
affirmative answer during

the fiscal year unless
 
significant changes in
 
circumstances occur.)
 

11. 	 FAA Sec. 620(t). Has the
 
country severed
 
diplomatic relations with 

the United States? If
 
so, have they been
 
resumed and have new
 
bilateral assistance
 
agreements been
 
negotiated and entered
 
into since such
 
resumption?
 

12. 	 FAA Sec. 620(u). What is
 
the payment status of the
 
country's U.N.
 
obligations? If the 

country is .n arrears, 
were 	such airearages
 
taken into account by the
 
AID Administrator in
 
determining the current
 
AID Operational Year
 
Budget? (Reference may
 
be made to the Taking
 
into 	Consideration memo.)
 

13. 	 FAA Sec. 620A; FY 1982
 
Appropriation Act Sec.
 
520. Has the country 

a-ed or abetted, by
 
granting sanctuary from
 
prosecution to, any

individual or group which
 
has committed an act of
 
international terrorism?
 
Has the country aided or
 

No
 

Not In arrears
 

No
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abetted, by granting 
sanctuary from 
prosecution to, iny 
individual or group which 
has committed a war crime? 

14. FAA Sec. 666. Does the 
country object, oh the No 
basis of race, religion, 
national nrigin or sex, 
to the presence of any 
officer or employee of 
the U.S. who is present 
in such country to carry 
out economic devulopment 
programs under the FAA? 

15. FAA Sec. 669, 670. Has 
the country, after August 
3, 1977, delivered or 
received nuclear 
eniichment or No 
reprocessing equipment, 
materials, or technology, 
without specified 
arrangements or 
safeguards? Has it 
transferred a nuclear 
explosive device to a 
non-nuclear weapon state, 
or if such a state, 
either received or 
detonated a nuclear 
explosive device, after 
August 3, 1977? (FAA 
Sec. 620E permits a 
special waiver of Sec. 
669 for Pakistan.) 

16. ISDCA of 1981 Sec. 720. 
Was the country 
represcinted at the 
Meeting of Ministers of No 
Foreign Affairs and Heads 
of Delegations of the 
Non-Aligned Countries to 
the 36th General Session 
of the General Assembly 
of the U.N. of Sept. 25 
and 28, 1981, and failed 
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to di, -'ociate itself 
from the cOmmunique 
issued? If so, has the 
President taken it into 
account? (Reference may 
be made to the Taking 
into Consoderation memo.) 

17. ISDCA of 1981 Sec. 721. 
See special requirements 
for assistance to Haiti. 

N/ 

B. L'UNDING S~dhi(, ,,L, :'OR 

COUNTRY ELIGIPILITY 

1. Development Assistance 
Country Criteria. 

2. 

a. FAA Sec. 116. Has the 
Department of State 
determined thait this 
government has enqaqed in 
a consistent pittern of 
gross violations of 
internationally 
recognized human riqhts? 
If so, can it b 
demonstrated thnt 
ccntemplatcd a';:initance 
will dirc.ctly benfit the 
needy? 
Fconomic Suppvr Fund 

Country Cri-,,rii 

a. FAA Sec. 502B. Has 
it been det-rmTnod that 
the country has engaqed 
in a consistent pattern 
of gross violations of 
internationally
recutjni.-,, h.-= in ,jhts? 

.4/A 

If so, has the country 
made such n:iqnificant 
improvemrent in its human 
rights record Lhat 
furnishin,; quch
ansintanct. i'A in t~Li: 
national intcruzst? 
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b. ISDCA of 1981, Sec.
 
725(b). If ESF is to be
 
furnished to Argentina,
 
has the President
 
certified that (1) the
 
Govt. of Argentina has 

made significant progress
 
in human rights; and (2)
 
that the provision of
 
such assistance is in the
 
national interests of the
 
U.S.?
 

Sec.
c. ISDCA of 1981, 

726(b). If ESF
 
assistance is to be
 
furnished to Chile, has 

the President certified
 
that (1) the Govt. of
 
Chile has made
 
significant progress in
 
human rights; (2) it is
 
in the national interest
 
of the U.S.; and (3) the
 
Govt. of Chile is not
 
aiding international
 
terrorism and has taken
 
steps to bring to justice
 
those indicated in
 
connection with the
 
murder of Orlandc
 
Let0lier?
 

N/A
 

N/A
 



5C(2) PROJECT CHECKLIST
 

Listed below are statutory
 
criteria applicable to projects.
 
This section is divided into two
 

parts. Part A. includes criteria
 
applicable to all projects. Part
 

B. applies to projects funded
 
from specific sources only: B.1.
 

applies to all projects funded
 
with Development Assistance
 
Funds, B.2. applies to projects
 
funded with Development
 
Assistance loans, and B.3.
 
applies to projects funded from
 
ESF. 

CROSS REFERENCES: IS COUNTRY 
CHECKLIST UP 
TO DATE? HAS 
STANDARD ITEM 
CHECKLIST BEEN 
REVIEWED FOR 
THIS PROJECT? 

A. 	GENERAL CRITERIA FOR PROJECT
 

1. 	FY 1982 Appropriation Act 
Sec. 523, FAA Sec. 634A; 
Sec. 653(b). 

(a) Describc how
 
authorizinq and appro-
priations committees of 
Senate and House have 
been or will be notified 
concerning the project; 
(b) 	is assistance within
 
(Operational Year Budget) 

country or international
 
organization allocation
 
reported to Congress (or
 
not more than $1 million
 
over that amount)?
 

2. 	FAA Sec. 611(a)(1). Prior
 
to obligation in excess
 
of $100,000, will there be 


Yes
 

Yes
 

(a) This nrolect was mentioned on pages 
24, 25 and 27 of Annex II of the FY 83 
CP and on nages 24 and 27 of Annex II of 
the FY 84 CP. A Conqressional NotifiCd

tion will be transmitted before obligation. 

(b) 	 Yes 

Yes
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(a) engineering, finan-

cial or other plans
 
necessary to carry out
 
the assistance and (b) a 

reasonably firm estimate
 
of the cost to the U.S.
 
of the assistance?
 

3. 	FAA Sec. 611(a) (2). If 
further legislative 
action is required within 
recipient country, what 
is basis for reasonable 
expectation that such 

action will 1b,_ c_1piUdUd 
in time to permit orderly
 
accomplishment of purpose
 
of the assistancc?
 

4. 	FAA Sec. 611(b); FY 1982
 
Appropriation Act Sec.
 
501. If for water or
 
water-related land
 
resource construction, 

has project met the
 
standards and criteria
 
as set forth in the
 
Principles and Standards
 
for Planning Water and
 
Related Land Resources,
 
dated October 25, 1973?
 
(See AID Handbook 3 for
 
new guidelines.)
 

5. 	FAA Sec. 611(e). If
 
project is capital
 
assistance (e.q.,
 
construction), and all 

U.S. assistance for it
 
will exceed $1 million,
 
has Mission Director
 
certified and Regional
 
Assistant Administrator
 
taken into crnsiloition
 
the country's capability
 
effectively to maintain
 
and utilize the project?
 

(a) 	 Yes 

(b) 	Yes
 

Leqislative action is not neces
sary to the nroject. Policy 
reforms will be implemented by 
administrative circulars of the 
nanqladesh Bank. 

N/A
 

N/A
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6. 	FAA Sec. 209. Is project
 
susceptible to execution
 
as 	part of regional or
 
multilateral project? If
 
so, why is project not so 

executed? Information
 
and conclusion whether
 
assistance will encourage
 
regional development
 
programs.
 

7. 	FAA Sec. 601(a). 
Information and 
conclusions whether 
project will encourage 
efforts of the country 
to: (a) increase the
 
flow of international 

trade; (b) foster private
 
initiative and
 
competition; and (c) 

encourage development and
 
use 	of cooperatives, and
 
credit unions, and
 
savings and loan 

associations; (d)
 
discourage monopolistic
 
practices; (e) improve 

technical efficiency of
 
industry, agriculture and
 
commerce; and (f) 

strengthen free labor
 
unions.
 

8. 	FNN Sec. 601(b). 
Information and 
conclusions on how 
project will encourige 
U.S. private trade and
 
investment abroad &nd
 

inVMMJ 10OO& R6 
encourage private U.S.
 
participation in foreign
 
assistance programs
 
(including use of private
 
trade channels and the
 
services of U.S. private
 
enterprise).
 

No
 

a) 	 Yes, absence of sound banking 
system is hindering development 
of trade. Ameliorating this 
problem should help increase trade. 

b) 	 Yes 

c) 	yes
 

d) yes
 

e) Yes
 

f) N/A
 

See 7a, above
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9. 	FAA Sec. 6!2(b), 636(h):
 
FY 1982 Appropriation
 
Act Sec. 507. Describe
 
steps taken to assure
 
that, to the maximum
 
extent possible, the 
country is contributing 
local currencies to meet 
the cost of contractual
 
and other services, and
 
foreign currencies owned
 
by the U.S. are utilized
 
in lieu of dollars.
 

10. 	 FAA Sec. 612(d). Does
 
the U.S. own excess
 
foreign currency of the
 
country and, if so, what 

arrangements have been
 
made for its release?
 

11. 	 FAA Sec. 601(e). Will
 
the project utilize
 
competitive selection
 
procedures for the
 
awarding of contracts, 

except where applicable
 
procurement rules allow
 
otherwise?
 

12. 	 FY 1982 Appropriation Act
 
Src. 521. If assistancc
 
is for the production of
 
any commodity for export, 

is the commodity likely
 
to be in surplus on worla
 
markets at the time the
 
resulting productive
 
capacity becomes
 
operative, and is such
 
assistance likely to
 
cause substantial injury
 
to U.S. producers of the
 
same, similar or
 
competing commodity?
 

13. 	 FAA 18(c) and (d).
 
Does the project comply 

with the environmental
 
procedures set forth in
 

AID Regulation 167 Does
 

N/A, as American or other expatriate 
technical assistance contractors re
quire payment in dollars 

No
 

Yes
 

N/A
 

Yea
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the project or program
 
take into consideration 

the problem of the des
truction of tropical
 
forests?
 

14. 	 FAA 121(d). If a Sahel
 
project, has a determina
tion been made that the
 
host government has an
 
adequate system for
 
accounting for and 

controlling receipt and
 
expenditure of project
 
funds (dollars or local
 
currency generated
 
therefrom)?
 

B. FUNDING CRITERIA FOR PROJECT
 

1. Development Assistance
Project Criteria
 

a. FAA Sec. 102(b), ii, 
113, 281(a). Extent to 
which activity will (a) 
effectively inv(olve the
 
poor in development, by
 
extending access to
 
economy at local level,
 
increasing labor-intensive
 
production and thu use
 
of appropriate technology,
 
spreading investment out
 
from cities to small
 
towns and rural areas,
 
and insuring wide parti
cipation Cf the poor in
 
the benefits cf duvelop
ment on a sustained basis,
 
using the appropriate U.S.
 
institutions; (b) help 

develop cfrperativus, 
especially by tcchnical 

assistance, to as.iist 
rural and urban p,-or to
 
help themselves toward
 
better life, and otherwise
 

N/A
 

N/A
 

a) Project is aimed at making
 
savings and credit facilities 
more available to rural poor. 

b) The two cooperative banks in
 
Bangladesh will participate In 
the project,
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encourage democratic
 
private and local
 
governmental institu
tions; (c) support the 

self-help efforts ,if
 
developing countries; (d) 

prom-te the participation
 
of women in the national
 
economies of developing
 
countries and the improve
ment of women's status;
 
and (e) utilize and 

encourage regional
 
cooperation by developing
 
countries?
 

b. FAA Sec. 103, 103A, 
104C 105, 10-6.Does the 
project fit the criteria 
fcr the type -f funds 
(functi-nal account)
 
being used?
 

c. FAA Sec. 107. Is
 
emphasis on use of appro
priate technology
 
(relatively smaller, 

cost-saving, labor-using
 
technologies that are
 
generally most appro
priate for the small
 
farms, small businesses,
 
and small incomes of the
 
poor)?
 

d. FAA Sec. 110(a). Will
 
the recipient country 

provide at least 25% of
 
the costs of the program,
 
project, or activity
 
with respect to which the
 
assistance is to be
 
furnished (or is the
 
latter cost-sharing
 
requirement being waived
 
for a "relatively least
 
developed" country)?
 

c) Yo

d) Yes
 

e) Yes
 

Yes (Sec. 103)
 

Yes
 

Yes
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o. FAA Sec. 110(b). 
Will grant capital 
assistance be disbursed 
for project over more 
than 3 years? If so, has 
justification satis-
factory to Congress been 
made, and efforts for 

N/A 

other financing, or is 
the recipient country
"relatively least 
developed"? (M.O. 1232.1 
defined a capital project 
as "the construction, 
expansion, equipping or 
alteration of a physical 
facility or facilities 
financed by AID dollar 
assistance of not less 
than $100,000, including 
related advisory, 
managerial and training 
services, and not under
taken as part of a 
project of a predom
inantly technical 
assistance character." 

f. FAA Sec. 122'..) Does 
the activity give 
reasonable promise of 
contributing to the 
development of economic 
resources, or to the 
ircrrSe -,f productive 

Yes 

capacities and self-sus
taining economic growth? 

g. FAA Sec. 281(b). 
Describe extc t to which 
program recognizes the 
particular needs, See Section anr V.' of the Project Paper. 
desires, and capacities 
of the people of thc 
country; utilizes the 
country's intellectual 
resources to encourage 



institutional development;
 
and supports civil
 
education and training in
 
skills required for
 
effective participation in
 
governmental processes
 
essential to self-government.
 

2. 	Development Assistance Project
 
Criteria (Loans Only) N/A
 

a. 	FAA Sec. 122(b).

1
Information an cnnclusion
 

on capacity of the country
 
to repay the loan, at a
 
reasonable rate of interest.
 

b. 	FAA Sec. r,20(d). If
 
assistance is for anur
 
productive enterprise which
 
will compete with U.S.
 
enterprises, is there an
 
agreement by the recipient
 
country to prevent export
 
to the U.S. of more than
 
20% of the enterprise's
 
annual pro'uctic n ruring
 
the life of the loan?
 

c. 	ISDCA of 1981, Sec. 724
 
(c' and (d). If for
 
Nicaragua, does the loan
 
agreement require that the
 
funds be used to the
 
maximum extent possible for
 
the private sector? Does
 
the project provide for
 
monitoring under FAA Sec.
 
624(g)?
 

3. 	Economic Support Fund
 
Project Criteria N/A
 

a. 	FAA Sec. 531(a). Will
 
this Tssistance promote
 
economic or political
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To t.hc extent
stability? 

possible, doos It reflect
 
the policy directions of
 

FAA Section 102?
 

b. 	FAA Sec. 531(c) . Will
 
this
ssistance un.ier 

chapter 1e uscd for 
military, or paramilitary
 
activities?
 

FAA Sec. 53-1. Will ESF
c. 

financc
funds be used to 


the construction nf th"
 

operation or ma-ntcnance
 
of, or the supplying of
 

fucl for, a nuc7,.-r
 
If so, has the
facility? 

President certified that 

such usc of fur,'s is 
indispensable to
 
nonproliferation
 
objectives?
 

If
d. FAA Sec. 609. 

to be
commoditics aro 


qrante'i so that salc
 
to
proceeds will aiccrue 

thc recipient c-untry, 
have Speci-al Ac::-runt 

(count.,rpn rt)
 
.nnade?
arranjemfnts t 




5C(3) - STANDAiZD ITEM CHECKLIST
 

-,a- statutory
Listed below are 

items which nornial-.y .,il'I be covered
 

routinely in thost? proviions of an
 

assistance agreemenrt dealing witb
 
o-:-	 .,voerd in
its implemuntation , 


limits
the agreemecnt by 	 ,Liw 

:u.d-.
on certain uses o-


These items ire a-:raned under
 
the 	general hediir,s 'TA) 

procurement, (B) Co.stru:tion,
 
and (C) .' -Restzc'1io:.o.
 

A. 	Procurement
 

Are 	there
1. 	FAA Sec. 602. 

arrangements to permit 

U.S. small business to
 
participate equitably in
 
the furnishing of
 
commoditi -:I :ervices
 
financed?
 

2. FAA Sec. 6GV(n . will all 
procuremenC br from the 
U.S. except s or:herwise 
deter,incd b thc. 
President or u*-,ctr 
delegation Ar-n' him?
 

3. FAA Sec. 60,(ri). If the 
cooperiti;nC7 cun.rYe 
di:crimina'i.e3 ag.inst 
marine in ,'.irancc 
compaaie- "- .- (d to 
do bu iner. i.' ,, U.S., 

.M 
insured in theo "hited 
States cvt ri-r'ne 
risk v . 't). ,". 

will com; Cd-tiof bo 

ch company? 

4. 	 FAA Scc. jC(u); ISDCA of 
1980 Sec. 7n5(. If 
offshorp vrecu,-'',nnt of 
agricultura, cornriodity or 
product isa to b(. 

Yes
 

Yes
 

N/A
 

http:di:crimina'i.e3
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financed) is there 
provision against such 
procurement when the 
domestic price of such 
commodity is less than 
parity? (Exception whore 
commodity financed could 
not reasonbly be 
procurtd in U.S.) 

5. FAA S,'C. 604 () . Will. 

constructo n r 
engineering services be 
procured from firms of N/A 
countries otherwise 
eligible under Code 941, 
but which have attained a 
competitive capability in 
international markets in 
one or these areas? 

6. FAA Sec. 603. Is the 
shipping exclueed from 
compliance with 
requirement in section 
901(b) of the Merchant No 
Marine Act of 1936, as 
amended, that .t least 50 
per centum nf tho qross 
tonnage of commodities 
(computed sep-irately for 
dry bulk carriers, dry 
cargo liners, and 
tankers) financed shall 
be transported on 
privately cwnvd U.S. flig 
commercial vessels to the 
extent that such vessels 
are aviliabl rt fair and 
reasonable rates? 

7. FAA Sec. 621. If 
technical assistance is 
financed, will such 
assistance be furnished Yes 
by private enterprise on 
a contract basis to the 
fullest extent 
practicablv? If the 
facilities of other 
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Federal agencies will be 
utilized, are they 
particularly suitable, 
not competitive with 
private enterprise, and 
ma . available without 
u: i interference with 
d stic programs? 

Yes. (PASA with Federal Re
serve System.) 

8. International Air 
Transport. Fair 
Competitivc Practices 
Act, 1974. If air 
transportation of persons 
or property is financed 
on grant basis, will U.S. 
carriers be used to the 
extent such service is 
available? 

Yes 

9. FY 1982 Appropriati'n Act 
Sec. 504. If the U.S. 
Government is a party to 
a contract for 
procurement, does the 
contract contain a 
provision authorizing 
termination of such 
contract for the 
convenience of the United 
States? 

Yes, such clauses will be inserted 
in A.I.D.-direct contracts. 

B. Construction 

1. FAA Sec. 601(d). If 
capital (e.., 
construction) project, 
will U.S. engineering and 
professional services to 
be used? 

N/A 

2. FAA Sec. 611(c). If 
contracts or 
construction :re to be 
financed, will they be 
let on a competitive 
basis to maximum extent 
practicable? 

N/A 
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3. 	 FAA Sec. 620(k). If for
 
construction of
 
productivi: ontrprise,
 
will agqregato valuc of
 
assistanc, t-b. 
furnished Ly th,. U.S. not N/A 
exce.d $100 million 
(except for productiv,
entc-rpris.,:-, in Egypt that 

were dCscribud in th,. CP)? 

C. 	Other Restrictions
 

1. 	FAA Sec. 122(h). If
 
development Ican, is
 
interest rate at least 2%
 
per annum during grace N/A
 
period and it least 3%
 
per annum thereafter?
 

2. 	FAA Sec. 301(d). If fund 
is established solely by 
U.S. contril,ution.; and 
administcrcd by .'n N/A 
interniti-nnn I
organizat-i~n, de' ,: 

Crdptr htcr (;cr.'rn.l have
audit rig~ht :;? 

3. 	 FAA%Sec. 620(h). Do
 
arrannmqnt.io ; xi s t(

innur.- th,t P'nito~d States yes 

foreign -iid is not ut,,d 
in -i mannr which, 
contrary t,; tl:,A I(st 
interests f the United
States, prrrotte's ,)r 

assists th,. :,r-.:n aid 
projocts ,r 7cti" .,. of 
the Ccmnuni,;t-t l,'c 
countr ion?
 

4. 	 Will lrr'n<:mi rt pr-cclude
 
us( of .4 n.iC'fnq.
 

a. FAA Sec. 104(f): FY 
1982 App *rt-O, ,ct 
Sec. 5 2": (1) r(-, p.iy for 1) Yes 
pcrfcrmnr# , .n-.rtionn 
ns Pt moth, d t:iavnily 
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planning or to motivate
 
or coerc:) porsns to 
practice abrt-ons; (2) 
to pay for perormance of 
involuntiry sterilization
 

as mcth*d 	 of -.,Mily 
or tc) coerce 	or
planning, 

provide financ-al 
nny personincentive tr 


to undergo stcrilization;
 
(3) rt, pay f nr iny 
biomedical res,-arch which 
relates, in wholo or 
part, 	 to mcthods or the
 

'f abortions
performance 
or involuntary
 

as a meanssterilizations 
of family planning; (4)
 
to lobby for abortion?
 

b. FA Scc. 	620(). To
 
compensate owncrs for 
expropriated n~itionalized 
property? 

c. FAA Sec. 	 6-0. To 
provide 	 trnini:nTT or 


prv Ld, any
advice ,r 
financirl supp.rt for 
police, ptisfn;, nr other 

law enfarcemen f.orces, 
except frr narcotics
 
programs?
 

d. ;'ASuc. 6,'2. Frr 

CIA activiTE.1?-


FAV Sec. 6,30(i). Fore. 

purcha,'z, 37,ia,,1-nog-t(-rm 


.lease, -.:ch.nq ,r 

gunranty rf th, *;ale of 
motor v.:hicleusmanufnctured 	 o,,ts ide 

U.S., ,inlrsn n w-iver in 

obta ifnud' 

f. FY 198_2 jrcriation 
Act L .O50J. To pay 

pOnaion , annuitios, 
retiremunt pny, or 

2) Yes 

3) Yes 

4) Yes 

Yes 

Yes
 

Yes
 

Yes 

Yes 
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adjusted scrvice
 
compensation for military
 
personnel?
 

g. FY 1982 Appropriation
 
Act, Sec. 505. To pay 

U.N. assessnents,
 
arrearages rr dues?
 

h. FY 1982 Pppropriation
 
Act, Sec. 506. To carry 

out provisions cf FAA
 
section 209(d) (Transfer
 
of FAA funds tr
 
multilateral
 
organizations for
 
lending)?
 

i. FY 1982 Appropriation
 
Act, Sec. 510. T-

finance the export of
 
nuclear equipment, fuel,
 
or technology or to train
 
foreign national in
 
nuclear fields?
 

j. FY 1982 Apprcpriation
 
Act, Sec. 511. Will
 
assistancce be provided 

for the purpose of aiding
 
the efforts of the
 
government nf such
 
country tr repress the
 
legitimate rights of the
 
populati-n 'f such
 
country crntrary to the
 
Universal Decla-ration of
 
Human Rights?
 

k. FY 1982 Apprc'priation
 
Act,-ec. 515. To be 

used for publicity or
 
propaganda purposes
 
within U.S. not
 
authorized by Congress?
 

Yes
 

Yes
 

Yes
 

No
 

No
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SUBJECT 

N,1A 
RURAL FINANCE PROJECT t3 ba-0037 1 

THE FOLLOWING IS THE TEXT L NLETTEROIE 

aANGLADESH GOVERNMENT 
PE R~jE$TlNG NSSSTANCE 

OF THE RURAL FINANCE PROJECT: 

: 4 
THE 

",PPO4N r 

QUOTE DEAR MR, NORRIS; 

1.THE GOVERNMENT OF THE PEOPLE' S REPUBLIC OF BANGLADESH 

HAS UNDER ITS ACTIVE CONSIDERATION A PROGRA AAE TO F'.,R7"ER 

EXPAND ITS RURAL CREDIT OPERATION. THE GOVERNMENT PLANS 

TO ITRODUCE SEVERAL 
CHANGES IN RURAL CREDIT PROGPA-,MEv 

INCLUDING THOSE AIME- AT RATIONALIZING THE STRUCTURE OF 

INTEREST RATES. MOBILIZATION OF SAVINGS, AND IMPROVING 

L OAN RE CO VERY, 

2. WE WOULD LI.I' TO REOUES THE USAID TO PROVIDE SUPPORT 

TO THIS EFFORT OF THE GOVEPNMENT THROUGH A SPANT AADU14T:NG 

TO DOL '5 MILw.wON. IT IS SUGGESTED THAT T.S GRANT 81 

DISBURSED IN THREE INSTALMENTS, WITH AN 

INITIAL TRANCHE OF 006 2-0 MILL ION DISBURSED ON 
' 

.JUNE 1983. THE :SBURSEV4ENT OF THE LAST INSTA'-fPCNT 

SHOJLD TAPIE PLACE NOT LATER THAN IS MONTHS F-OM THE 

-

DATE OF THE AGREEMENT 

S. WE HOPE THE US GOVEP, T vOUtO if /1.E TO A-.:r 

THE PROJECT AT AN EARL D.- c. SO THAT PROCE.V . :NG 

THE DRAFT.PROJECT AGREEMEN'E CA:,, N OM B!HIl' 

MIAY, 1983. wE LOOV FORAAI.AO T0 THE COlJT:NujCD V.POVS 

OF THE UNITEO STATES GOVEPPIVEtN' IN T EfCECO40I41C DEVC..O-

MENT OF BANGLADESH, WI.TH AEGAPDS, SINCERELY 

M,A. MATIN LASKER, DEPUTY SECRETARY, RD, MINISTRY L 

OF FINANCE. UNOUOTE. 

-

COON 

U L S I
 

.......... C .C'
 
'CA.....,, 
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13,T 

Same 

; 

3. Rural Loins NM /A % 6 

*B~oans(a) 

--

1. Agriculture 7-82 
2. Exports 7-X 

3. Socio-conomi.mn 
Projects 

4. Manufacturing &121% 
Transport 7-8 X 

5. other loans 9-10% 
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4' 

--

.B L as 11 1 1 5 1thiC. Deposit-3 
Y. Demand Daosits ---

2. Special Notica 
,Dcpoeits: 

a. on 7-29d's 3 Y 4Z 
b. On 30 or more 3.25%, 4..'~ 

dalys. 
3. Savings jAccounta 

a. Vith checking8 4% 
b. Without chocking 4.57, 6 14 

4. TimQ Deposits 6 7- 
~~~a.3-6 months 4S 
b. 6-12 months 4.757 6.57 

c. -2.'.,au7 .2;' 

d. 2-3 yjars 5.5 7 8.5 
a. 3 or moe years ~679.257 

Son So.me 1 2 %" . ~..... -

4 .4. 
5 ~A 
5.2i. 4.25i, 4.5 % 

6 ~ 7 7 8.5%7 
7 %. 7.757 10 47 

-. Z() 1 
'785~~1 

7.577 7.5-91(u) 13 Z 
8.25" 8.25-9,25;:(o) 147 

9.251/ 9.25 7 14.5% 
10.257, 10. 15 15 71 

i 

4' Vortnotor 
(il) lih1~ 1~ rn,' flc itl jgivunf (w-- 11-11 .51, Itagkuv r. f1r'a. 

(b) Vwducod t ,) 11.57. for nn-tviditifl, .ncports (L-u.-, 4*X:'.t *Jutu, 1utu 

- pr.oductri and 'tea) on Junu 5,1982. 
(c) IncT*,lsfid from 1.4;' 4-n Akv.tut 1, lf,1 
(d) Incrtmnascd fromn 155, o~ imss:,mbwr %, &5l 

(e) Lower r'ntes worti plid Rir lirtrn diapouitu ind 1ulghtr vitas, f or rural 

4 dapesits. 

4 
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T~ ~in ~ ui,1__,h~nr-~ ~ ~u a4 sh4 ~ ~ ,, 

(2. c.z-)fre f!rviinf nit rnjnW n.I i(O 

His griosH prr'ft n!, tnclu'inp: grPt eif lin" 'r ini.1ted! c~st ,f nimil-, 
ltbor is 2,700 Thk~ pcr acrc (rbot-.t 111) , To switvch : hitgh yieding 

-vvcnues, '.tt w~.l1 invc l-vc iubt* tily .6.i..irincP~,I. In s;.O 
ct;z~ticlde'i, iabur ine - in&thin., sit, in me 3t castiF; irri -

Qation equipment. It I., nsun~ thtt ntfln.,w h.- h~s swt .;ju1,rL.1 
f~n-,cnti, 1.,ut thint t, switch t(, IMV piducti.'r ho~ will llnvv t.* -h,*rr,,w 

-tre 4ssumc,"; 12 percvist (the protsent rogulr i rttuti-rvl rjv) 
24 prjrcent (',pprny.-matinq thu Pt', f~fir Olo pr,-Juct :.' nn1 1CC0 per

lender mnrkat). All lon~ns ae assumed to have it one-year term, CXCcpt 
f.wr the ins titutio'ri- .. 1liJe wbtxe a 5-year,~ .in*.~.~ Lo 1Udhnc~pump 
term loan is assumed (medlium team cradit is believed to be generally 
unavailAble fro'm inf':rmnl 1raers?, 

As shown in tha*Table, thei aditinael 1.nvectment racults in gro'ss 
profit increases of 9SO an"A 790 TAki' ('ir 36 an'i 29 percent) under the
 
12 and 24 percent interast rnte scena.rios, respectively. At th.3 100
 
percent rate, ha wetuld'-4uffar a profit decline o" over !50 erccnt.
 

Given the aver-nresart risV oif crop loss l~uo re, tli- vtll, Ici 4. 
wunthau in Bni2adesh, 1.: alioul net ho cnclude- too rcn.," 1v thrit 
thei larr vill thereforot opt fo~r tile UY- invastmsnL itt -th- 12 'Ind 
24 percent r.itao. He knows his crstrt iro pning, up. by 80C, ti 1,000 
Taknt an Am~r; bu cnn't *-. cortain ref the, bighar return. 4~ customary 
wrty itf 1rnking at thu matter, Al iine to tAke p'renw~ acc'.unt nf thu 
crop, risks invnlviad, is, to csnsidor p'rtspactiva !ilnofit,'Ccet (B/C ) 
ritios, zcaninv' simp''W 1?#oopectivo rivanu.'s toit tt.-O erstn. Wiet 
olservaru foel theit %firtrr rusu. ':: *ibLQ t,- fvrouto it 1e'~st nt 2;1 
B/C rdti.' t,.fOTCrcivfe, INNa~ In this uxirnplu. Chu.n tachnr1'iiy. 

tuti'nnl 1-vrwin. ictja-l a. In Ih,4 Cr11b thin, h-. 44-tl! very 

low~r in the first vaar than he hae. been itchievinto under traditict4l, 

To vic occiuf;p fc'r about 4te rcrctnt itf in=ul 'rLcaVrivuctieon. 

Approxilmt~ly 16 percent f Auat rwt-iue to acciunta4l (or hy h4W 
,~man 
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F-i,rtt.1pvICto Toktn 139 pprr :,n'-

V vi~ Finnnrc6s Cop'.ts
 

-100
 

1.. Orr~s r,;vcnuc.s 3,035 1 830O 4i83() 4,830 
2. Costc of pro-4,uction! 

a. Regular C.,uh Cosqts- 335 72'40 7203 720 

-38~4
b. Harndpuaqi 528 29400 

3. Intuiart Coats - 46 92 385 

4. Total Costse 335 1,15') 1,340 3s505 

5. Gross Prrmfit 2,700 1'.680 3,4Q ) I,325
 

6. (nai,.-4),t-1.-1 .: 

(b) ii han~'pum .-ost to T i. ASSuMua 3-yeAr 
ter;. finncnp u-3v10r thu 12 ,Pir' 24 vorciant Intarost 
r-ti vevuii, vith oluml anr~UAI rv~myments ,,f principal 
n,! wit'h Luirent m,"aonts on tho *utstandtno ' '1ancos. 
%MIA exnv'pl., Pht vi 0oi WmtnL1t din thQ. ftrost ycnw. 
A tL'yv'ir 1' is ism! -I.Mvltbin W .. %)I, vor'gnt seonarli. 

Source: Tram1rtted. Amen Wt".4 Culti';nti:n Prneticas Costs findI Returns 
n]AutIeson Pr~t Arj.it198J-81l, Ug-ohRicadTulwl 

Riuearch Unstitute. .Ojnwasc te' reflont 1982-113 trm1Ate paddy
pricas ne costs 01 prod-uction, am'! to rafl4:ct hcnn'puup rather 
than tubowall ir1qa'ti-ns 
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.'. F.9 r-1t 

var iety Pr-duec .r-. " ,'i b~ .. h.-' iluld n,.t '.,n L!err~ k.., rn . 

(,) The r,2: _Liv. Iv rino.,r .11 f*. .. zt , b . -... - i,: 

24 pvr.,-nt. rhu Itf in qr,'n3 pr'fit mirtlns A.,' I/C rnr.i,, 

(2) ThL pr,'-i.' rldihn u cest: rfl.cted T- the, 100 

perzont rnte. T- miy b. >bjocted th,-.t the c .se -.;.:ins the 100 per

cent rite hts been "l..ided" by insisting Drn repaymcnt in ctu ye-ir, 

unlike the . -"' , s- '-"' -.. . . " , .. t_r .r. 

granted. It might be argued, further, that :after the first year,
 

the borr.wer, .)n the inforial market it; cle-.r of charges -n his punp, 

anf! ,-uld lck f,-r '.otter returns thurenftur. H '.-'vur, the inability 

to obtain 5-year toerms rutsidc of the banking system simply reflects 

market realities. The first year profit outluok and risk bving what 

they are, the invcstmcnt will in all p,.bJhiliLy not !.e undertaken 

and there will be n.' second year. 

Many farmers havc been -L1c tc un.:crt,ke UYVinvcstrients without 

recourst ro cre'!it, intitutin'nal or ,-therwise; oth.2rs requir,, less 

credit ttan t 1e -.mount.; postulte. here. -hc'e is n,: questi'a, 

however, that i vrzit nany must havL. financing to unlrtnkc invest

ments r f the nitm-n rde xrxerplif2d 'y thi; .',el. The modcl shul, 

be ccnsilered Is illutrrat!''. but is sufficl.,nrl7y L)Pvcontaitvc of 

thL general reality ," ',..ntriiti LhL, i, t,w ct,, f in.-,tILutL l.t 

credit in the far.mr'4 ,',it:in-ciakin pC, ciz.. 

DcumentBest Pvafl'wo 
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nufcin m134rit~t~1't l4 C'hVr" !',t,f~ 3t?1 -ieti I.- c~c,'t.'. 

Financo Exparimantnl "Pr~j~jct. This astim-t, w-to nr-,r with thnl 
assiutanco of D~r. Hichrx~'. Mayor, Ohi,- Stato~ tinivaraity. 

The prn coo,.' rate w~s -.orivc.'f mr.*eJtim,%w -'f rho Principal 
costs c:Wi4 nent: -ictual c.-st o'f fun.%, c:Mt -1~r~ht~L raSr
vas for be,-' doat, and profits. Tl~.ac CeU(nontfl 'aro rta.,e' in 
both th,; Iatlcn. ,ovLiw kitu w.2kin r4,,Iors ant Rural 
Fina~ncial Experimental P'rij ct (UEts) av-%lu7, ti'. The 'NRC 'w'rk~r."s 
papers covar all ralavnnt !%inks =n1 incluica t fr=, incc'utin, wors
tam$ as presently kept. lVifficulti~a Iint rratin3 thoso lnta arise 
trcc inccnsistancy of dc finitions n .!nta basrws =,)n; lifferent tyreso 
of lauding~ institutions and lack of 4wilability of certain infcrmation. 
The RPM dlata was carefully o,.taiads andi cbiuf limitationi are =mall 
aso of sample ac5 seluctive narz of t-Orrcwers, Tho princ~al infor
mation sources arc; for '*C, Wcrkinn Papar tNu,. 3 (Cost (if Credit) and 
for :tFEP, Instituticnal Survay U4ptrbr 1W'.l to flarch l132* 

A. gu~ury of Calculaticons2' 

1. Cist mf Vun.s 

Caat :Affd is tho 1anklu c %spPf 'IAtininr' funds fr~r lonliin',. 

ani*capitil structura incluiNi,4st, refinnnce, 1?'ew~rgw,o 3n.1 
equty.Ccp offun,!s virias nzonp. lifforant institutiino tocausa . 

their Jifforanc whilitoes to moiliac depcitta (ringinct frrn-froe omad 
accounts tv time oppsina at 132), usa of r~finane facilities AMo 
amunt of Q~uity. 

N4RC vorkin, pcpors atimat oir-htad aerare -.,4 if funda fcr 

dapisit zuv! r.ifitn'.-tj tomsa. This *iirr *' c~i~ts1:#tcI vlar-l " ':i 
:f fun.e -n 4'J% oijuito !' iota 0. Ut f ref Ln-ince f icilit..s itV.1 
ItAsd i f '?)=1I f41ui,' %r-iPOa --f 1.0 c,, LV.57. MWun Vmin, P'tper, 
lupplmontnry I'k .: 

Rao.st *f cradiit 1ata is nneor.srni t- . 14C'3. k71' 
loans were w~m partly by twoas' hvai4f-,fios (mvs '42) tu! 
partly by sayinas (M~). Cost :f funds rnngwll from f..3 v, 17.42. 
(See Institutimda Surveys Chartar V). 
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Orxr cal-i-lot'n C.r c-i -f fundti w.,i 7,91', thich 'n.3 rcuu~od 

futnd's f-.r.v1'' %t -i.% n rj~ r-i, if 7" -:,r~l Xstiin '.P ' fund

ritt.' t Lr.'Y-%J4 -%a lik-. attract m-rc r,nitvj3 Vy w torn i~n 

~Clont of - 14'tnti:-n incluia, .,pr,tin, na,1 ;r'
* 

1,-,anole 3i'ally %~ro mt ~aoxponaiva tt&a-!mnis~t~r 1)causu, thu7 -%rj 
smailar anti requiro ='ra suporvision thaxi, fmr instanco, lairgo indus-

NIC astim,'tcd *minintrztivo ocsts. ,faricaltural loans at 
6.5Z ti 7.31,1 axcludin- MKJ)I', not 4i 12.'?Z (uoo Workinsl PAar, 
rnrt 11, P4a 2).* On n wrstem-wift basis: which includes highly pro
fitable items such as lectnra c!credit, 4dminristative costs are 
estimate. at 47, t,.) 57, if tho extrcoi hi-; (1-2 V7d extrame low 
(17.) arc sliminater. (sac Workinr~Parer, pnoo 11). 

Rny astrtzas~ inclulad brtanch 3alarics and allowances, 
nd othertravel and )ther uv~ratinj, exr'onsoml they oxcludad overhead 

ccets of hood office op-crationh. -Th~so firures rcingod from 3.6% to 
10.72. ''-

Our ujstiuate ic8.02,, which r;;esirs tc IN allaquate for most 
but nct 4ll Institutions. It is closa to thu NRC nvarane for aqri%
cultural lenkint: if 11% is addid -for hvedquarters- overhead. This r~ta 
to cceiotent u-ith tehor~ countriest costc L1 aqricultural credits-44 
which ranro from 7X~ t, IOZ. 44 

3. i.noria Per On'. Debt* 

Iwn~v, 1, I m'i' ivtss il; -wrficuit to~ -utLanto liacaus4 ,.%f 

currant ~ttLap Pr-ctioR Ur h.-nd11ng :f mvoreiss and Allovwancs 
fr bad4 "'o1ts, St-itstice viry in mehc%!tjl~'~y nud gpplications aind 

£44 

sctmi4 accrunt~nP ;pr-icticas ^.wu ntt fAIL-vu.1 -"n an4nsistat bovis. 

tural iradit w&m Nawr n Juno 30. 19682, -tnd thn aft-jr five yars, 
rvcover/ if sft',rt-turm c'riculturL l.,),w was 68? unair SAC)' and .912 
under -';P# 

1=UOistinst-ad an agpmriate reserves for bid dabts at 2%to 
62. (Sot Wrktaq )aperl $Wo~wlmnr Tabilse) Another calculation 

emprptito bad U3bt rzaas at 2.47 to 10,02. on the 
-estiatd 

afsuotim that SoW lebt re~ser vean o.uivaent to ahrt-tars crop 
to .'utstandiuA nfter five 74tS. 
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RV PcstaI-1s -. r ne k ifru;;,2 7 -fv 

'onta rzcua~n'icd n ratiervu 2.4' -.t 'Ilku; io% -h,. f1zr~ 

thit at loast 5Z~ of -rtfo.lio will rqul.:'1 cb-irs-.' if ~itok -1 
taka strcnp steps ti imnrove l1a rticvory. Cm tit Lns~n, ra-! Lebt 
resprvc if 6.1;. wns cn],ulated as t...qu'ita tr enptnnacc :,nks f,'r 
losses -if 5% In ",t ;..I 41 C~ 

rounded to 6.0%2. 

4. Prnflitv 

Profit is tht fourth principal cost componont. Prnfit pro~
vidas a return: on in~vctedcai ta %n'#;ht.Abl.1.,d i eiais for iuture 
arowth. Profit dota fo'r rural len~tnt, is nmt leb.Alsc; nvnil
ablo data on bnnk profito in ,miulvneng 1wecnus.' of t,rIeacnt icc-'untinp 
practicof. 

N4RC eatimatwi thnt loadus r'n ariricultural il'nne rannc frrm 
4.97 tc 20.8Z at rrasont lenline. ratits. (Sao W',%rkinR Pnrer, Palrt 11, 
papa 2). In ano'ther seeticn, the vamo pao'or prnvided it rofit mtiaruin 
of 4.02 in one *stizato ,Nf full cont rural landing. (Saes Uorkiniz 

RFP data shown ;rof it rouultinv frcm a vile.ranrn 'nf rural 

iboruo~ :f rr'Cit. Nat inc'muo %n lcano rannpd !rnm a rfit of 8.27 
tn a Ia mf 13.711 but those Cflurua arc nmt tjoc'u] r'uido' t, ot0 
lishint' i r-iiannnblu r-it -1t pr!fit. 

our autinte of *,*r')Ctt %:nrurti londine is V'. Tt 'Aeloss 
thann indicatad in tho M\C, papire. 1This rata to 1ewtr than other. w're 
proftitl-i bank servicomp, tueh s 1*ttre 0' ert-its Itc. Therafnre, 
it to jr.,sc:P4 v~ %aless thin u4kai' e'yerna *r.)ftt t rovonu%; 
fipurts# which ar.~2M5 t.1% 7M ftr IM's in-d M. 

It is imporm~t that 1cntritin ratoo , 1 reviloaO v'nl n.ustod 
in tha futura. Roviows ohcull be cona!ucl at a minimum nf ti%u'nth 
intervals, vith sipwnrl or dc'u'nnrd *njustmonts As varrantaff. Each 

*cost component ohatl' be axiuinO' eop-ritoly o'6rf r.visina ldnn' 
rites. IM~4 Iteas ': r. a.&'* r'%i.s irc. 
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~. 4 	 F-2-ANNEX 

--	 Su. Vh0t L1107 Vl 

~~ ~a~. ~ t- i rj-" t-,r O1just~~ ~ ~~ invors bt'sL;, :ti 

* 	 Pb1 '40TBJhr' C nt *f f n i. 104 )4 -karxu''~.~ a.'it nil 
sIvinpi an rely 1~;s -,n rofin1co rhent~i% c-. st if funds'hair 


2. Cot ..i Admini strati,.n 

With incraased officiineyl bank cqporatin,. costc will lecrase.
 

liewevar, iuthe madium term as more bankara ira hiredt, operatinrP costs
 
mciy ±inralue. 

3.~sRanax Fnr W~a Debts
 

Several 	points ara imartant in retard to reserves for bad 
debts, First, it is a reserve, wihich is nin allocation, uot an actual 
charge 	 off. Charee-off of Individual loans requires case-by-case 
evaluation zf colicictibility. Soccind, full or prtial chargo-off of 
individIual loans does not require nbat~uunt of efferts t.- collect 
ouch l'wnns. Such df-l:ts m'ay well 1.o intuansifig'i -it this poin~t lopend
ing,upon inliviiuhl circuzstancosq. 

4. Ad th3 benking system strannthune a'nd morm staff is hirzd, 
Iran racovory will impr".v M 1sln recovery impr've:. than the 
ruservo Z-- !,a,' ,1.bts sh-tild 'w !acransod.. 

IIA3k th-uld o-trn .r-,its vn mirouiona~la tns~lv. 11mwovcrt 
while cost .) fundiss clot 1?%- m'inisrmit/in -%nd reserve for b'ni dobts 
docreasa. the ratj3 '-f :1r'f it mny stay thu su.Az a result, latnding 

system 	irsu1.! ror-nin .sccnomicallyrates would :acrocso ine. the brnkin.: 

viable$
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'OK, Ar I * "7 C. 

Crs ) .. 6. .r'isrtin 5.w j . Ii 3.0l 

R,is arvu or ~a L 2.C 4.j 1.5 i. 6.o 

Prc'fits 4.0 4.0 2.C1 LO 2.0 

Tetal; 215, 74 15.7% 35.3% 24.07 

(a) NImc W,:kidns rxpa N. 3. Sui;ploaontary TInhl% Ln. The mriainal 
tt,1jI4 oxclu~tr -,fits ulidch hava buan Awteta at 4.37 as estimated 
in thg pxcr. 

(N)c 1;w.ris;, ?'ip.r Nk . 3. Suprl..imjntny Tni111l-C which is tiuo! 

which havo baen zlt1 ac *.. 

4, 



SIOC tAf. SMNJNESS AS SESSMENT 

1. Introducticn 

Ihe Rural Financo crjec.t doee not lend its.L1' tn conven
'4 Vtion~al social asoesnent approaches, bpenus.e of jr*a Qxplicit oriantctiou 

toward a mnjor .:structurin' nf c -1~ set of nti-nI financil 

no of 	 z rt th.-o t _itin- s und a-cA , .s of 

Rural Financa xpurimAntal Projact, an ,on tcr :uv y ,if rural re~i 
in ,outh Asio (',,c - , ... 	 " ' , 
to cvaka maximun usu of thu findings of thQ RFFT, includin. thoso -ltinR te. 

positive bhneftciari irpoct upon lw-lncovi r rural nonl; 

About 86 roreot , f th, ri i-0lon otqdadtf iI,,inA.mdsh lve in 
rural ireas in the most densely settled rural country in tho world. 

Fopulation densityI is 2, 71'~.1 a r mqu~:.oP _ . t1..-ir~a Qf 35,555 iquare 
ilest ,of which 3,200 square miles a.re occupied by najor rivers and 

estuaries. Netrly half the ocpulation is under 15t estimnted per capita 

inccme is S130 por year. Only nbout tno persnn in five can read his 
native language. The ,,ovulati.in -f the country is gr,'winq at 2.5% a 

year, and (at preseint rats) will double within 2S iears. 

Heist rural! )lar..,adasis depend 1r, ,wriculture nn. aro-related 
industries for their livelihood, In Additti.n, many upper -nlmiddle 
class urban dwellars retain title to Apricultural land andl receive 

Inc-me from aoricultur: priucti,.n. ,lthouah ngriculture accounts for 

5: percent nf Tanpln.!cohi i.roast .Omo.tic ornuct, vloldrt pur ncro 

and per capita foo! rrc.tucti,:n aro 2nonr the lowst ir. Asii, Nearly 

twa-chirds of all inni' is under cultivnti,,n. Ri'o ,uonititutus ,3) ,.f 

* 	 (ocalrnin productir.. The mjor ex,.nrt cnnh cr,,p is O.tv - nmoluntin, 
to, .lmc,,t half thu. w,rI.' a wi'1iy. 

urlyMinclaIv'aO LA linAul-stically inrt othnic.illy Ntj*O..sli. 
all its pnpulation uvaks a nnla as a mtuntr tonquco. TZnli4h is us%:, 
widely am.o'ne th-A rulin.- tin-4 ccenmiuc Qlituti. f~lan.n!,eh to the agc-n't
largest Muslim cc'untry in the world, at rer InrFineiiv .ohty-five 
percent -f. its p*opulati.:n in. Muslim, with flinhiR inkinmt up i rAjority 
.f tha ramnindor. 

2. Social Oiawzacion 

The fnmil7 ht'usob1,l, n the h,,,wntu-d, conisutin, )f a cluster 
itmr'tcbh MtLc -mitt ,r rural ILt. 'The ho'rstaenl"f inch hoi.itholdds 

(bnri) comeosoi osf lousuh.-V' € %'1 nn n i,r,"ii .,f' wn rl tuO thr u h 

Pati liuLf ii I- - w,)l,' 	 ' C 'hun".at1t)ntlu . ,i r.vhIi',r sI -n,,i"rI.emLc 
fnr 4n individuil's ex2.etcanco. )imo~sto, in turn, i&ro Itn~e4 inito 
pa-.A (hal~ts). iuue2.ly Yui-jJ cs c *.Oro, f kin'rcln'. mdaoinad with 
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n Aof ititl -a-Ca. Pnr,- Aire tho Mtnps,fr - ip of thi imrrt~nl 
'ltivities o'f vit'L~v life, Th;v. 60 I' O.'11%t.vu~ iVOMV elt'~ 

Ui Tt., Poy'ni ire r-nW4ttt wni t$%C V1ili,"~. I'~ funtt iin
ally amiirphi. with ti',tf. mvmkiIit"1.1d~"ipit 

V~urnl niP~i, tholt~th ini :W4Jk"kh.,riaent1 r%,tv'nifir 

nn~d vcrticvt1ly t., WieniM~trit~ ,nit. euch nt Lh l 4cthnv- 1'tict. 
rind vlnj, l4,r ver'h"'l tI~'w. bo'v'j'%r. -ii v-.'rlt- e'i '"r.

1 Irbv Al tIn V77 *,nd 1f9 1 'r~,,~;1t *q ,"' IF01 . 1 q..,b11 . I 
and ncoss te, jo.'utvv cito 'trcgs in run) lti)vch A n-tv~,er nt 
*-thor stues tbivc. it w-1 tbit r'."wV~trn 3: 'c'T',44 
tjocial einol oct-mvzhr -%n IT14t?,IfRoaLno3qiltt.- 4 4neffact'e, 
to' 1-i accolornting raikt'vu Otcf!u~i~~ w0 aict.l class. 
(JZTnUZ~i 11Mi Pear.' 1977t 31VT "'.5 Thup 1978), Tho M~ Is v 
attetptinp tm Ad4resn t'he ;-4'L j-iit_ J" tj r. @Lsctorru't 
through Implemintatl~n of proltnAue such Ae' the furni Financo Project. 
which seeks to~ incew (.ftoL'o:It. Grentar wailoibilLty *%f 
cre'Iit 1to expected ti, 1.id tr Ircronsod !"r'4uctivttY ano VVIpCYwet 
n~ppmrtunitios Inrural Acco;. 

3. Tho Patterni of Credit an!) ob 

Accordit v), titi Rnp $ntstc1 'rorr (1,9821, rbhc picture 
of rurn2. ta1,otu.dni.An Infinyi3veilt to as ctlow ihan prevtmouly 

Pebt ~s e'~tiw i.. wmcrte41 ciclas At *vth thef'1 hr413te tv 
frirm untarpris.. nS~ cros1nctAen,'Pr.-vurr 'n the kn4S Lncr,,.,stnv

"( fQ"j.j .'In, Mth~r It'Mo rn.w nrAwQpCiL'fdM .f5f~i' 

The Seci,,.,dc,i Rer~it Prot oto vc-,wrt.t Intclato .41f Pht 
thard nrO 11000 S1 s'S tchit LjrttjtUtt~n~l gr.tL Lo istsm~ing it r% 
ro~le, vo~lacing, 41MIn th.* truittt~nna1 amurces of ero'tt.c.'; extento 
Credtit it u*4&l incJinaly, for ;roiuejtiva ourAI4Ds. *ovISV. Woat 
borrowers in the FFre %vifalt t'nt, AM*d fre-M tho'RYW.. there %mi, 
no ACClouui~o st-urcvt Af gn~tftjrtiij credit fo'r thtir no*Olm. Tho Rural 
Finance) Pr-fierr *t411 .vpin'I "i.cit ta cro'1t. u'j,r O'N .tivni'nca 4 
tho RFEV 

'PaS rv1Jr-l r? rclittensht, Cun tJi hi ni'ijs u*'us 
is sit- .. r tt .-IAr 4!scrLt4 In ten,14 (1967- 61I-02). TN, hunk tifricial 
is in 4duqcsteo' "wt",frr 14n lct%4t-%, 'f l.@tW4l, 

fly rtinmkcv to Cq wvi'rli P.rkut ~i~rr rn a
Unuikzly L~ n the natoI 

PrAOtIC11 11t'n !rALVt. The cultural r~i; 'hotven bur#dwcrnt not villneer 
0 ttim furthar wien .9tv"V* 01 %-'o-GWjj, .. * " C r t fru 
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syasem, IsThe 	 R? 1yr -J-st w v*kin.%, trtwih tho :#ural ba':n tn 
't ~sfrr~t~ :'jr'ciee -i ruri. N1vire., *6.4 %1 

in %rdernizinI! ieeviulrur,. ru',uirs fundiri;First, partictvmiti-". 
uauriculturalf-ir purchs -if h'i uvw4 (wttsisfr, os C1..a5,08' 04t..r, 

011d 	 its 1t.neCtts rusy be cenvitr~flC t.-? the Inck #4 tirmuly cr.t Non
lenders 	 vh; toci the b,,ck-bent if the curiont doa f~ctc'

instituttF-al 
' ni " r'r erp-vO. tn service the

d',insint &yet=m ,f ruril' crit, 	 The 
Omeand& fr financinq iul4tod to, develiPumft-ralato-i tuchnclmpy. 

sm~sl. Thoy prefeor
.uwunts typically lent by rarul. onay lors arc 

to MMuy tmrrcvers, rathar than=idng a 	1.nr~rr mer.of O"All P~n$ 
For 	 the Itsommavr,invoistinir tbdr rascurcc"5 in vmnly a fiv perso7ns. 	

illlrons .rc "-fton oxorhitant$ aine
thu* terms -*f sten-ifltitistiniV1 thntThearow ~r, v,. the oxterit
suitai for ,1:roftt-,mtnt*A Invosintl 

Make~ to 	reach nut offectivialy to) rural argaos,the PY t'rcjent :n owt6.1c 

firers.
 

mmttitft 	t-. vtllacaO?9 uUmi 'f trmtitutimval
* 	 34cvnt, s majtor ' 

'Satwon thu, soici-A m'huves of the 
Cro-4t mcilition has b,'gn -the t" all
vtl1ite 	Wn the uvmtflebft ' 'srolmucmcy. This sati, vmwn 

tt 'e-wyt~ -:4lumnc.a
Po.4'lt qo~tatli (Jitf 1'9f6() results fr,.m 
to' twe:lve hiself 1,' unCtlinr prp'cedures lwhich tiny idvr'&ly affect 

from' the 	well-lcnewn uitcarts hv 
his financial 404 soctil st~tu#6 AMt 

M'r A'fee. Ir. is unl~kuly that,,the RF
%y5rIkertar eauch -,m'cOaNiA 

ir the social
to simrl i miirreullouts ttrURff'rDmtt-flPrijact will %mt'blu 
mrnr And bank -ifftlew nav will tbc, tviA.1tio.nal

relatimsI tLwtv.Ir 
ewvr*1 Cnu str'tctwrl ehmqes (n

uiiA4llewlr's rdlo Jime:t~unr mi-,n. 
viluo I..rUC'',~.nw:~lC M,1 min-l. 

tho Turdl Snnkiw v~ vtil ,~ "mr. 
-iouw b. trn Itit-w,

instituti nil j-jn. s.'urc~ts y -rsv1,An? 'a vijl.W. 

-n Ilrrit0n1.%t.Cu rr'iin'ryLomn -'ricelures r-, mik rhim wra 
bnrror. 

fi-m ia i
knc~ictlt Ws tr -m 0,tI ' Pr--J,.et btl I bi; Orvn 

IVL 	 ' nly swnll an-' mi Olu-l.Jvelif rural -o,r~a, ic'-Ur.n nvinre 

f miree r b, 	l t t k 4 Lu vl. w ed": . : r :~ 

'N 	 'J 
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.4.. 	 ANNEX G 

it o~lI fin I tiit ont st I 'rps wtr.* utte fe'Ior 414vtive *'ur;'rtna. It 41m 
oivj 1,ivo aTtrctrlv:i I nina. t - "t~irno' v'r. -i- . ,roivo?~~ I .'i*1 t 

that t~he oom, O7"L1'nOWL (r4~jtA rwn tr'~nj toi in fact, -11rawn frwi 

fro~m theL i 	 0;. -s1*,iVnitD11 tv ±:u'tJitu.119isC3t V.' ~~ 	 1.f 

-note opocifit tcyI t.- -i.~fe~ct t',a&pecs-inialixti ntr'sn-rclientloii.rs or, 
valitti-nU 40 vhdch =.,nay laindi. cens-.tutes a slirtfi4r.-t map.ct. 

Pu.L.edijatutLittle la kai Li -.. iu%.ii 	 Clivy rel~tc t., 

their mv e'.-~wt in the' vlol.v -usn1 i-cri~wy ('JlL07'.')in vuv 
requivinq Ailltv they roy n~ %tce'wntcly pnsjfzm 

It is cvncuiva jj.j chat~ In the shoire rtn increase" imaps to' 
capital M'*y intensify tile pressures ^~n the market for low! a. althnruph 

tho SIJUby a much br'i.jtor spectrum ,'f rural- Society. M1lile um ntded 
to~ ba lent 32U too Snail t" ba Usod .tructv.- 1#,r 1W~n purcbhiue, there 
is somai liholih.-P1 thrit. lackina'ethor outlvote for i.stmstnt, farmers 
participatinp intho banetits dorlvcd frm 'PP. tchnology fueled with 

or Vrrc o ut their leus successfulPrOJCCr Inn'n ennital vill buy 
nnirh ' -rq, vdimw. v, tij Pro:1iam of Ittcroansi% landlessafams. Altar
nstiv*Iy, 1snvikers, s;'urres! ')- now incentiva qystetrs b'uilt, inti; this 
prn. tct, will mncourve nvootecrt Invmvin2v neric'1to -hMch nr# 

cf intme~it mas to :ull wcpoi %Qvo1U vil!1 tetV Slifh~t I'.fl US$ 
ovuAY frcm 141nW purch.. 

Finally, tho 1,vraftts troi the RP rrer'oco t! ptrticirsitinp back 
staff St III l*eels end espQCIjnlly in rUmpl arens, ni. nooo. to~ over

battar rojoul-Oted.loolcor!. Trutintntw, incentivep, AnA 2urheirs M-sve all 

i'ank omplvisa nrrilu uiivnificintly, 

S. SproeA 7.ffarts 

in Ai4fsition to th-ma twsitutiofls 	%hchnre tinterd'e tt 140flof it 
mmv te re~jcbeftc~ytftL%,Je14JJ'1& mnceI ojcvo 	 PS sthcf 
,% Pti IF thumt With'~1in4irgctly. L-,m t.- a-h. expiciLt g-h m 

naimil-level Pml~y chanea OOIntbMtnotrxe#teI-1IA 
of the 'Apoaw eftec " M'w hiLs Prejpat Iq *ufflctlt Wvan to Donal$$ 
lot alone quantity. Thu technical imlstO~mas mianinv materials, and 
transfer m!? maagert tchn#Arov 	 tc the RtiveqrvAeah Inrnk so! other 

j~j 



nnr nall rori YinI% J:.i zi'ntt its':%t , nly in~ virkci-V ;-r, coo!i1'ven, t1aleo. in the nirms an vFu* '' c~&"wt h -. tr* '? iA. 
:o~nk illlyc wiJ3 K. m~~r.0 rt OaA with o,.ntin borr u.r :-n 

% in ;'w.t pru.m,jr1,6 i~hJPitV, wilthyI.nrirk whn ',.wc t.- or rho .l'i 

t-ria lirdctnIr'r ruu.Ti' .,r r~ji j n.*i~.e 1nccn&.tly 

oo idequaca finAncil jarica in rur4l 1rdjac bc.=Q uotW,:1isNAt and. 
as thw infusion of ^no'tol an'^%U& irelivi-iel t~r;-ro%.ind 1;ntrarronuurs 
to dave14,p profitnt'lu and self-sustaininw untarprises. Soisaj. effects, 
thus, aroa planned Into tho pro1wct. Althouah difficult C-,'iibentify
precloel- at tt1, -iutset, thuue etffects sh!)uld -ococoos viu-i in N-Ank 
scrvici areas within the tiza pr . tho projert, aindrif they shouldl 
torn tin lor,nmant (r'cus for rojct imp~ct uvaluaticon. 

6, Ecuity Ampats 

Tho Rural Financa 1rlect N'iles o'n tho nxneriinc. i-tinw! Inito 
* pralacoasi. r, th.v Vurn1 Minnce tIMParizontsl 1'rojict q e'i acntvnl pro'iuct 

benifits. 61r.hujr thin srazfints I.~n types ',r ttr'jt .riupg, the 
Ru~ril Fin';no:Q r'~~ is ':.r~jtet -%t rut ornins- fun. zm,.ntcni %riCQ'ursc 
I -r axtal 9tflI. crv.!Lt, POL1CtrI; sovinpos 'n1 criininp ?"n ot-rff. Thi: 
intant to tt affict tuniisonoli !=nn refrm which will result In 
hiihor rates r-f Iden extensi~r ni onn roprr'-ant. In.erdarto~ Achieve 
thexi rils thd backing? syn. Vill have to rotrvloa its Inve,1vament 
with indivld~uals 4nd ?roure 'ihich woro f:%rwarLy witho-ut a£cauu to 
institutimnl cradit, Inciu.~ns' l',vr-incouev~l.saers aM won. 

Tho Ruri2 Vancw 7'r,3 it 4l1 rasulot in rijjrr mtinsrtit'no 
,f tho~ rural hirka, star., ;'wvv.r. chnnvin, 'I.n~itr- j'v~eoiurp 
Allootw nnat loo axi'i'rvooS t-rr' wu*-'' 1 'va fAFtP 1,1611 I.-Witilmi 
skii2a 4urh 4a th~a Ability tc.' Acne atdminti ifta, Plan eiPnc.1, 
q.l81 future nctivutlis t4ru no t usuriy *s,#4saud toy 14--innoeI~O lni
less rt '* le. t iito.t "ovant Mrizans" ow Val%.aq auspiaion et 11an1Ui 
can wo'rk atalust tirtiall-ntlen oil thu, ralitivedyp, ~ tsor r in thi 



q impIv n rf1r' i ~ 1nu~' "rrn it :Ift I I!'I i 1 W! '!1.i f'! C 

schcp'iR. Unlsi thoisc ~ r1 rc ei'atico citsMf~CI'w 

cholcio '-Itwkx'ri loi r: .*~w= n -A .x o * r hc -inturp'1.si' 
4v.;lwrwnt- vs. 'i.fau;L toi increavod. 

lqwn 
Rt.rvl1 Finiresi rrcljact will prlvi~o such o~p rrt.It iiap .r,1 
Vil I: T11. :166klI ,.L~1611%a LtulL%;isLj h tivi ay *%rv Ien~v 

and1( viwor to t.-I u It'!vnnt1cqe -(i such nprlrttzn~tijq. 

natives/opportunititrnrw tcnc r h 

W"m.n vtoro Incorrt.A irnt- tho PVEP ilocn~l ; arti.cIp.-its 
* fndl Icat 1bonafict.r1Ht. Thc Mri%1 -,artictruCti in thio 1l.ur'ii Mnedr 

P~roject may further eovolti theac nsrocts elf th. ~'nrlrenmr proiect. 
)Ianksc mny post wemen Lon offitcers to ruvai. bank branches to solicit 
~nnd Approva lo~ans to' wotmen, . Th !innncial suctnr is ou whare ,vomen 
may pert',rm v'rofasion211y. With tbe prngraps nnticipate! frein the 
Rural rivanee Projoct, it in likely that thc scwpa ftnr sAtisfying -

Rn Iiucrative -pr-fcouuienal m'rern fo in .men in banking vill expand. 
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thl:02010i%-nl~ hct~f~)~~03~~?LLA U-v1 	 Stu?'.4.V 

Eyp3rn~.?tlP~c'. Ohnipa (trr'nserpr) 

3. 	 1077 Vn'ilpy, F,C. Tho'qiv.%o4t viov of, the brd 111% , Matir,
 
HY. x., Anthrnooww In thefa vopalu.nt I-recess,
 

DUO). Poaxint4. 19)81 Baneladesh Rural Avncem'ent CommilttGG 

5. 1976 Donald, Gordon. Credit for Small Farmwrs in Developn 

6. 1.973 Hfuci Amqvri, 4d. n.1lotation and thu Rrn2 P.'or, I'ng1cdish 

7. 1077 Januzi, P.T.. 4 Pui~h, .Tnr. Land Occurincy Surv~y, 

8. 1.974 Mirda1, Joel S. Paw~nIts Pallticq. nd-Ravolutlon,. 

TorMInil 1Vvtluatitim Rportt um riningo fXtrlmntAl 

11). 14187(b) Public M1ru~nqrroiefl .1arwCYS.. elhnw4 &Ctw'panv. 

5'ciplognI cnort Rural' Figange' yv'cirent il 

41ogteFTRo1.1* 10078 Thi'rv. .John 11 P.wg 	 Orp1 

. v1-idwit Ruril 

'r~t~-1411..!nplqwo'ti t,1J 

12. 1..0 77 ft.AXfl/Ije'n Ptnt.4. * ir.'m V.rrV.4,onwi1 

132.40~J6 f V11%. p.ats'Anu 
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pr'J*ect e,1ectiVa~l 

rwil~pr.'-oo
an.1 wv; -i f diveortool to, IVir*'r 

finnca cl~pm.interaot and 

waThe ktCy #)vjaIIt *,osi-n Went Vt'd 

Te. ,iOwith inm331vit. InWtuA v' Ow6(1) Tarmot vv. 

't'-.*S~ehuj W,' cirntCmaiy 
thare',y can IattutLon-l.1 cra.'LtLn 

4 'onWi : r tL a 1 r; h'-ro fn* to 
Cb IntutJ 

urh too qt U-. vs WiMvtMM 
W!1a included VvirALI,4Orof salo Thws 1.avO1'dt

Matjol fama~ saril@. canta at4.3 
lmndtinA#; %ML1*14 44 

s ouudsUvfl2.sndinF, apprgatvis ind iankar 
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(6) Nine e1ttaneSic1 inst~tvtLocs psttcipatsd includx% the 
siz flattoclli:ed cmercuial baft~, tho agric-Atuv'al 	 dvalevT=t banR, 

(7) T~c'.tivov ow pro-iFJod to hwks' of on" .th-Ird 	 r-f 1cjtn 

()Bwi* branch rraftahi1lty rm.ords worc intit-.d 	tc 
M'rfithabilt' n di'fc'ratt intorest rsiten.
 

IN M- 81, 5i95 joaM 4.U hnsObirss
 

4darn 

-avrJad 
.uvi 'wisw Tn.- 10 gdllio'n Olt 98valuad -WUM 13 mianx 

'ns of the IACD po4t 30 1.982.branchow, 

wrt~port m* m-1o'7.ts. rrwis 'Ah±cb nozThts poj1ct f'or t)* 

0.1 -44u: tanrct sM=V.(1) 	 rarUt 1C., - A( 101M w 

WithiX th'Ito brvcmas. t""Yvr. senr uostwn ',tmud 'It 	VA 
ttlerst of cedit Nd relatiw. I 

-~ ~~~ywsn 30 TE~~ ewt. 
etfcct m imidcnce t~f hi1ie. Patorly 50 f ct ublp 

smed that-thv m lowi "M soci9'1crio1 owt-sv erow"~ ti & ~ 


of th! ~I
 

fsw!hAwr4~~~siaw m'nlv 
%I'nbratCs but 	

PCw 

48 fi~i~r c~ttlo (39.2%),,-h suc%-wmm%4!C374os~ 

(4) t~rn 0mdus - Aw~mne vus 19?. iw muiw wo V-'. 

rhof the Uwe cijtsUrafSr; ,iid vis ~mf t fer I sl 

* i.-AI st"r 6z4.0' b&owv 	 sJWu1.5to tatG im 

O 1 Is.ri witt. lIrel.y cot11adftwoml is MJto is Amw ".h'f 

hw* 	 mv pUs bmr" 	 W. w6ft e or r mr i 1u siw 
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v,It Ph, i N r.i w t.Tho flangla4WO v,.1 i'il Vr pIrj% 4Ti - ri'wtII 

tolt?" ljv ' ircro' .d.V r n 1. ,Ii at,~ t) 4 rtl u ?L. r1 

37,8ntI,. nA, t C'arh ;u,.r,..4%. ~I i 

rti ~t o%%t1->,rtn aPot f' mL~C 

m C L~.~tm4 1.''Qu nitur t~n ' ttiL 4m k 
*wir-J.t,kC to n t Itt.$ I u~t to fattwm'N !nL 30-0~~fL t~'LT 

'~'a~z~I~ 

* t~nstitutinAL VLiLLilty 

KUY ftOTs Afftctinf! Vt'4'11cy -44Te IO'~n V-iAUMo r$#qUeY :W' 
arrad --. 3 c~vt of tfundso 1.51lt@emittvc c"5Pts Ind tal V t TrVCsm. 

udr PJ1R 3 1-44" Mot reserve vnW CUICUJLAted t4SQ4 Ur-u1 25% f~r 3 
mouths overdue#, $031 Or 6 w'nths ine IMY') fnr 12 -.ttn four cut 
of ciao anks c'parstod ti.,It;0ly -%m ackxmt*4 f or 641 of lon41a.. 

IMe 4V4w1uti'm Ch'~rICtOTtzi4 Omt'4US Inu thrua entao'ries: 
indIUuol. rMOVu SM ee )rartlvs. The ftWpivi-his2tn1niwrlmla 
w~s ram.~Iust fo tha biloLnq rawsast four Put if ftv 11mk 
using thio modal. vmori rrofta4o, 3.m1 vou rnd cust ,mwr laso 
tanded to W~ htiheae wt .'Vamom'u) tewlei 2tf 1-0lo. Tha ,'?oup 
1Unftw *,%141 vat~ rituA1.I~wat It clso -it byv 1.rah pr I iW, Ufty, 

transficttim cuets. 4Tho ec ortatlw It(fl n1 kh-*Ul 11a Irv 
c'~et structura (;'artlj ir.'i eu' Wa Io AtlnLstritivw c*t#) =4t 
unovtn -*wforumic=ri4hsan 

tagecttiuR 'ar( limial ci eflby cttt0A rirticiritizip Institutlisei 
which wve o ,'ptisiteii :a tho Iaes I1imwthWr p~ymmet 4V LUms, 
4Lstufli... imzi n-thirl ,'Aymt ( ir rraWt iee, vary. Fo~ur of the 
pirtraStins, Inotttut.nw towluca' rorftrampau tftd4tr*IV#-G 
c.utestall't, !uimch GrIff ml to.Wttus3 *f Itor1s %,' rvtmrs () 

!1timably ifdcymusm 4t Wma.. AttIe~ wro rAd..t , intrhicu qu 
44 Lvttvcs to. tidrs b..*vavr, tb& rwtlet vmro unil Le to' roach 
A deopS~au nau qnt fo'rmu"e sM' OWe wittat Vi4i1i o 
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1. afing"Co- Uni:. 
* 	rantare: r,2c ~siu4tI&ma r-riftnrn PAlICY, 

Fxmrdt1Mnco Units fcr iaucinl instie'iim. 
LocwU1Lahulh It~iC& Or SPUC%.a eAritculturri ifrglft 

.I, wtU. 

rin~ct 	 nrl Instituttons.~ .'r~va lonst~fin 

2. 	 snicial stun Les unit 
ascwritrtat tiN Stuinsw Rur'nl Crowitt Advisory Cmltwee 

n Stu.d~as spvc~al rural.ctcalt incjoo 

3. 	 VrUR y~i 
a MAMO *alictu4 Credit rroacots. 
v Prepares now credit pro'ject. 

I"Of~sfinanciAl lu ttutic", MeUMn, 

?nsdoti~3. Lvtst.n 

IIW.Ur~jgbbl*h 204r _;; &UI~ 

a' Osacw a@cmeac vith t~a.tift nerr rcamasuatima 
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r .n n -a in-iCL ut I -n 

-If It' "t 
by t6a ftouive forisbiirueuwts:M me'viclii Vvi'ns. no nh,:fm
Th a rwU t~vo 1utt"r.- -ar~ncrvi'__ .ntk40-t h a I 

blou. 

__ /______/ ____ 6/30/31 

Amount FercentameInsttutiens Auag e'orijaMft 

Si. KxIshi B~ark, 1 42'V ?,#)07 537 
114 22 276i7S. Sanotbayni Ulnk Ltd. 

77 255 1Is RUT41 UMa410mnt 304rd 6ro 
3f62 397 2,361 34%Nact. Comarclause" ftft 

Scureg: Uona2'idcshDank 

Is fnr Was0h %rshi Ovik 

bx~oash grishi flauk, astaLlIshad to 1273 as the successor 
t t~wat1.calsti the ACricultural 0.),1'rnTent rvj2:od,*Uk~tcn 

IMtGQ'tW~lti?4l 16044r5. It M'@IVii short £4100aontr 
credit to fmmurss Wrthlfaso An!,nti ~tta~Iuutries. tUcuity it 
'fk. ,250 zillion Is mwd by ,tho Osw tat at ihich ecoanites the seven
person Dowd -of 0iroctors, IM3u1in: Mv nM-1%OVd1sft 'mashrs. * n 
branches hive twon suhstlntlftly apWim'a4 rftrticularly In rural areas 
iron 127 (64i ofC taes1 trach) in1270 to 470 (GSZ of total branches) 
"in 191 lIsp'rtfello In 1901 cp'rlso' sh"'rt-ttim iwuicultural 

odnu.mton Fkins (o,* Irdntlea, livestock),loans. 242*:,W uan 
Thi. "sriivmt 

h'w shifts I f ruc hwavy roiUlaaw in :4a aar.xia AM livestock I(ros- o
L,*..c ~..*L~c 

3V7' td4ra' ss 22, uut A'uibuslaoso 2,17. prrtfoltft 

tivuly. 31A ani~,* .U 

Istho iuccessoI1902 to th4 Iatsarote4 ROral DOwelopeut Praqrm, 
which or~imta. v-th t"r 44ALU&a LbpmaAWUO An &dI.U. b1)O A ratu* 
thia "two-tier" e,,porstivo system bhich pi'xvi los coLt# apicaltural 
Inputs and aducnti-a to us- of imptsts W%at"Gpritiv@ tarers. The =DoI) 
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AN~NEX J 

Isi t !arnrt -,:zny fthw'v- :1, trtl inclu,lei i m~tinimum )f 22 memers 
... . vC:.=j'%' ." -j ri= ztca 4 i1.h ruhir 

WMlP aV-nscr~d c citlves hai irv.ini In;'rosof.valy: fr.'u V,4,)0.' in 
1)7 3 t; L r11, Si:a42.'r, tha vt4~j .f M~S (vi11ciac 
prtav~y i acf-y) his :irts ftv, 27,1 '" t.-, 45* n~i 0.1c nwa'.Ir ')f 

2T5 in Hu iimg 'irL, I (A '~isi the'r~~y ~i ~jz'tv 
sitty tn' ni TCr., 1- r. thrnli lov%;l Ufn.Lqi 'a':C'CS.) Tho fRD!:3 

5y~~iJlaO ~ 9',0~t~Uttv--she.~ tooatsave-, 
in te' qu~lity Efcvors r~~u~vise cr*eit thansuT5,: ?%i?) carafully 
other nati~ma. t.nancIti1 inot~ti.tiz-11, 

3. Uasladamh Swmnbayn Bahrki. 

0n3l.drash S~nb'iyr Dank Ut1., totstjlishad In 1972 *nd 
renrjurl In 1977, ts the succaco~~r to tho -tpor c;?rcvcvc'tiva 'ank trigi

nAlly asta.ilihad in 1J4) C'r tha "thwea-ticr" v,'Npar%tivoj systom. 
It eXtQAd3 1^1SI ".a: Lts shAriab' 1.3ar coperativo o~ryuninntimag5 which 
in turn land te) membnorms UlaMie, extandeA f-r "1 virtsty *ofshert or 
lonR-term rurpoos. rnnving . Irr= nortcultural, inputs t3 landl purchase, 
dopeadtng upron the rurr-oseo C th* cvpjrativo bnk cr sociaty. Of the 
total ejuity of Th. 2.3 milions I)O) isowned 'cy 312 cooperative banks 
and societlas end 2')) by the govrnment, The l'3-wember 3oard is elected 
by sharaho) dors ,This %roxbink on.orAtea thcough shareholder banks or 
societies; haadqu.zrtars apl-cyaws svara~od apprextactely 115 from 1070 
to 1981. The fifiGhs 'eon considerinna fCr swaet:mo reowmiution of 
3SflL or acretag it into 3Dfl but has not done so. flSUL'm rortruuto @on
tained the hioohost srcantaote ot overduas undar RFlPs 512# while other 
Institutions ranged from 5"" to 24X. 

A4. 1Ltigaltzri &ducreia13ln 

aftcr
4ticnalizad c.-carecM1 tcnka (140f) ware f,.- d In 1972 
Liberation from tho thel'ext'ittar? private cM ~~rcisa1 biMks. Six banks 
war* establiadz0 &M4110 Janetri Afsrvaniq Pubili, Rup'.li und Uttir*. 
Thesa banks onsegd In 11aicod r~ril activitits until 1974~. Thoreforus 
they I.-emvu M-ru ictiv'6 (I tv.Q rqibons . Viint,. thol wuqladash Blank 
liatd! licanoWn f twv rural !svmncws to' Mw ur~vAn brnnelhue in a initia 
4f 2s1 .v' %~re. AMtAil ink~iecs rxa~d frno 2o4vl t* 5#511 In 1977
1931. Saccwl, tha iwavant rdt*Uirvd ?4C3's tN. piintiLpat~ in the Spe
cia Aricultural Crudit Prtr:. hih was .initistoe01 In 177 t: finance 
short-tern I*=*s £:r 'agricultura~l inputs wit.-hputt collateral. This pro

"~ % cnnt'~st t2sra is #seat f" a-%r~ 

the ?If' s haveo~he institutions orer~ttav' In rural financiI morkstis 
mae saw uffzurt to' noLUse d4mpcsitow rulidd loss 7n rafinancat and 

tabbo shewhs thathav saianins'l batter rawt Vry rit,3s. Tho f.l~Uwnt 
soali has taken the strmnqest ul in Providiv, imricultural credit, 
Lolloved by Janatas Other biaks VpPAar loss latnteeted., 
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IIIg i I)tions 

Sonali Bank, 1548 4 3" , coo80 55, 
Janata Bank 70 9 17% 

52 IA l61
A~rani*Bank
Puball bank o r u Lans 

41 111[ 14 4,7
Rupeei Pack 23 7 2%
Ut/ara Bank 7 


Total 362 1001 1,360 100%
 

Sources an l15desh Bank 

5, !afoa o. S6 8Cre1t 

Tub Informal alrki Include moylnderm, triknds, relatnvks,
 
and slf,-f ncin 41stf 1CCO1 she7rpPo4tonuhich Is o4 to tL forIt 
of rural credt.6 little2aver,qu1n0t0e1tvella tma n exist On 

theea operations. LendinE. Is ott~a a situra cot wmwta avid atctl 
relSohrpcs: panl -olaet, Ikndlord-tcntIvflal.r-rotalor, *to. 
ScciTl as uch al ,#.gnc t incluets and 'cossare par ofthe ralati u

ship. jeSotinticas arc parcumal end quicki amnts lent ara typically 
smll and lnturest r tis ar hi . Len ddiand reptym int may be In cash, 
kind cr a mixtunr. Many inforral Iooa fluafcb rcos,.ptiuA. ralleviate 
temporary distress .-ch %st rebuilid t destroyed he see, raplacin dead 
bullock, atc. Znterws rates, when cban&dq,or reporemlly LO par 
iscth or m~d.,
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.%,, T TER OF*EX1, 

l::101-. tt:'4curu of 

tnt~rot otOIJ. 
ThL 3 m a 'ot e I c $ 	c o' r1eV.) c 

Tl~w Bank isconsidringa seaverail policy changu6 to cruato x, 

* ,.aeonomically vi&ble rural (in-inCial AytZM-~ Gad of tha moat imPor

tant changs is an incruaso La l.nding and rofinance r~iewa Lor
 

After thesei rates undergo ain initial- chainge, the~ Bank will
 
loans. 
 c idvisetos the
Cov_-ittOa or Invrtrestablish crn Advisory rot inance. Thu
 

On s$ttinR rntus for savings,3lenfding, aind

rOVOr-nOr 
committee will meet at loast 3Oa-flflnnualiy, and mora froquuntlY 


tha ontiruk iotjr.;st ra ta ntru-.tur.1. tRatus
whon nued~d, to r~vi~w 

h idjust%:d upwards and Jownwairds daondlnr on trunds in~ 
naid tc. 


loan recovory. A tcbchIn
inflation, faministrativiu costs And 

cr'Jatd within the Ungladiish dfln to pr~pare the 
UT~it will IiA tho Comitteo.studias ind ,racomm~ndatiofl5 requirvud by 

ITT. SCOPE o w1oPK
 

a.r.n~cal unit of h.~ikt 
Tha Contractor will ,;saist 


Intares: PRtsn bndurttking all stcpsAdvisory Co=Uittzj an 
rrntu 4tructur*n' ritionalized intirtistneccosary! tn os~lc 

includir.5 b'tt not limitad ") tho Eollowine tasks.
 

A. Ravlaw of 1v ~s 

The Contractor will raviaw :'nd 	aIsseoa the ndequn2cy o! th.a 
4, 	 "in *4%v% .- iw' 

Ban~k's ivailabl* stntijtical inf'rAti-en f:- -la*I i 
Tho Cmtrictor'v.lrcm
:ationalizad Intarust ruo stritcCuri. 


mend r-P~cdiictit-v is riquLrad. 

: mthoctolog to ttf.)nalizewill .t-atlcThe Contractor 
intdrdst rat*~ ;dtructurG .ind tu 	astabish ral:tionshit, nmunK
 

rates. This nothodulo7y will prodepcsit, 1.ndinj and rut inane 	 chaneas

vide for upwards anid ilownw~ardsi djustman':x depon'1Lng jipon 

in tnflati,,n r:1to, costo of idminiutm.t'Ol, indi cuscs ofE bid 

debta.
U-U 

-

-

4 
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CCtt 

-l en i n cf Mz h d l g
', ij CvC 

will tr,-,in -,it, (f Qf the tochzicol unlc inTlio t~~ 

will bu ', n s thatl t,% applr itc r' ~~ ' IA % 

31UotIUn.1 lystoibit h:-u?Thi Civtrictor -11il dovspaL' A 

Iip brtin i ir;,cothint of c-4qulnttob-i The c-anicnpabdlof.7 
canbe iise roortii coruitn dt-:will cr lowilne RIodth yito1t 

t re d?C nasurtro wl cvncalo ti~f~ portigstebase Co 

t ctfl?,a ith sntaffofrtho. Ban ilsycem wllctthe (Zntic 

bais., Thetonrnae oftionaj±z4tisfl, o contnual wilftnu 
Com1~preptinU inCdttrato will1.J$I-jiq cteiae r~in%,id 

to Bank fldihrsotC?1 o~fl tncltcftC.n?±wokhost expai 

appropit,etooog rfinteresunts of-ntit s.i~lui rd'tcri 

t
will inclu! but~n%: h: lixsittcod t. obser

flothotls -if trninr,
ut v)t$h2r cuntrai b.inks ind opictli~d trainingnt'ftr-iinp 

Pinvinciui. )r %Cadeuic institutionFl.courses#:t 

1a Rr'srd Ti rr-~ 

Tho report will dtscriba worVk
clugifl of J C ecruoultt-f4Y. 

VQntOfl;U -rb1CU~ tvd be
accowlishu~d, ~ !fa a thu n.-'t enn~imlt trnny vinit and 
0 cuplsht~C~ t,,,j

CC a 
Nudrt3en udn th O3 %4!in nsul tnncy visit. 

t$ny~ t.IV'fl ro~ports reCJeft
EAch ?8p6Vt .vi.3 


Prepredin J 'I (Trnc-


Bes AI af 

C C en 

56" 
4 



r4s t-A 

t it, r. 

I.WCRK SCf'LE 

rhLo Ucntrccvr v:ill I. rf-irn t rA i asyx ,-urvn nvnnrnS 
Qtrst v: it. j,4*if sarvicu in iofo f V" 

toi start ,Abt:tjt Santembajr 1, 19:il. Thu
itimat& at twr, months, 

t --int -. qt"~c Fu;'- ry
Secontd visit is est--.:,tcd -x r~n. ',on'h 

each, will start at approximataly ut:(-m'.'nth intervril.4 ,iirr tlio 

seoind visit. 
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b. C:ursen inth4 U.S 
Mh~C(,ntrac#.-or will ;ro i4a ixvistuc inJtnlinj traini"~ in 

,foreign .xchaivw n.%.rkutJ f.!, n~o ,r twi Pcnt*.r Laval 1flicials. Train
in iull bo of fk*ur tv' nix ia~k ducta. will ineL1-Ii '.:th triactical 

-and, thoor-ttcal-alaimenta d,-wUI-vil-ba-bas .-iuaem -7--7e~n

institut:cnal visits at totn of thca In~ttr types of Institutiens. 

This task is*tear'rit-:! in tho ils.r'rt un,!ur 

4, Not* lIsv :Avisory Sorvi as 

Ic~n~ifgX. 

* 
Tho Contracto~r will provi~e sarvices of -a central bank currency

processing~ export who will thecughly review current operations, idon
tify specific ways to sizolify~cpi o nrocuiuros without lose of 

secuity andnroossntr~ucion f sotiaica snplin techniques. 
This task io described In tlhi Raps'rt undwar Raomandation X1. 

* 

5. Innk tuispction A1"ItjoySarvice 

Buazgladesh Dank wants to strengthen tho A.ricultural Credit 
Deparuate Znsracti~n Pivisinm uhieh- axniix rural brsnches of finan
cial Lnctitutions. This Diviei-:n witll monit.-%r now stnni,%rIs of dctc-unt
intr for Intarest rninas. loxi clatoficttiong rvor~ua hubt rosarvesq 

a. ?nsrutt'n Systun Reavie 

ruraltutr il ratt th prosnt systom ,fingrictin.' 
rurl tan '-r~chsnelftv ut tliit-61tnim~th-1.-i slacting

thrahs for inseactiont !irftnization, staffiW onl zanammnt of 
insection to=@: Uhthf4 :f Vorfeiuinn inspactions; prapTretion ind 
reviewv of rapcorta; recruiting and =Lanin; zf inspotarsi end trouininq
-1 trnliars. This rs',iew will rdicv=! lonroemants auie~la fmr 
3ans~aesho ti b., : .l v ;*hue., , tii, incluIia,! but nit. 

liie t. mdifictions in~proceduras %nd training In Im'jladesh md 

b, Inspogtion MMMua ROVIutn 

~ *The 

* . 

Contrnct4,r W.11 raview the 7rczant iq,ci')n manual
(which was prerarad befocra Inddtrzndench with ussistanew frrc tho 
federal Reserva) and will rec=.an.! widif Icati'ns, ineludinix chaweas 

Best Availale Docummi 
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2. Tiual 0..%t 

uch .1f Ccntrotor's a dvieors will siiu t a final report at 
tho conclusio.n Tf coch ccneultnncy' The raot, will !zscrisu..crk 
accMUshad, problem encounterod, and :occcrwndaticn, ro+rdin; fur
thor work roqutao .+ 

UI rqpocte will ho submittsd in the EoeUah lonsuce to the 

Gavunit" of the Uatglftdeeh Dank wil copies to' the chief of the Dit 
rcencarno the Aniculturl Credit Dopament awl USA!.. 
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Bagud~ .naO (Lar.%) pLjnu t cc,C.:,3ct %j~thj a quai .. ar* 

to improve rural Alinancial markut including,
in davaoPinS activitic-c 

--na~ve pti ior Improving~
Savingsl 20. Liitcf maurs%a cotnpr 0 

golonpm-nft~hraich raitoilizatinn plan,
loan rijc'ovary, training cource 
lendingi efficiancy review, unit a finan.:i.-1 sUctor rijvi:%e. 

1. GE .% 

the Bank
The purpone 3f thoso; advisory suvicas is to aGist 

rracti i economically
in undartaiAng several chapI which will *%% 

mnvinga and credit 
a viable rural financi.1 isystci' to prcvide raliable 

Th Scopa of Worl..
for privitz (Armors and .ontrobronrin.facilitio which will 

providos for performnCu oi variety of adu1.nory 9,irvices 
in tlh* nr~a$ Of savings mobilizationl and loain 

support poliey chdngus 
r covury; nrthar taskh 

And to conduct aifln.ncial sactor r-:io',. Thoa 
finnneial oystim, 

services will colmpIarant nctivitics baing siparatuly under
advisory esorvo
tnken by an intrst rnt. A:isor nd by the udor rl 

all throta advisory Harvices contrncts
System. AID is fintincing Scop6 of 

agrmcn l Covernment of tngladsh. Tha
under an with -nteha 
Work is described inl Sotion .1 below. 

in bnn.ladd,"h
B. Rural JanincFil 'W.tk.to 


Liticutino In !',nsl~4OO) pr.:d'tc Indujpnn-
Ruril financialJ •ia*risH• Unk 

Lnc.a,n in ')71 fCng.idurh . 
rturDvv.lopaonpl n

bank); lVn lO ah
(ln agriculural dvelopzdfn i " 

oio o p~~'nu i*-.:a.nk L&4i -lsBoard Ann Bangla.W511 tivleAlav _ ~ S .. wbystimn)oi n~ .: .. 

bla'k4. In :ddltic':s r'onuy
and tiw vix nationaliz-u commarcil 

und June 30, t,981: lonns erirlod to MAii /. billion,
30, 1P76, onnnd ruri ol %t.n brvincheuT ki 5.5 hild.posits doubld to .... 

by 5O% cm ntirly 3,too.icra 
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ae Db v n dB.antAw 
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T h s y t,,a 	 I n n e c m r:vl 

ofg1iClhcuie.Goe;'L 1ntirn
o lyutinq. rn~ n i mwntw hc-o 

lonnr 'r,rYcr. :,.'c~troun'
irnto8rt~, snvtnya ploN 1 -,iion nndv 

lito."ifIiv'oidtit Ctctrr inlT1PI~'~ht 
1if0t0' 

Copi .s , Ivat~~h: )f 00 AID Vt"~l~ct ~Vipr ryn.t hi' kjru11. 

it. nn-mi Owi filivVI. ~R-.vle~1v~rrt4 on 
A.1 *ural F1itnc~ Exonrinmentnil. S'rolh.ct. evsluntinni .f tho -.

-the jRs~nk Ridr in close
rhi, Corsultnnt shall w.)rk lirectly vith 

cnrultat ion -'.:ith 1"340 ratainng, hwwcvcr, 	 ?u) 1 rusp':nsibflity fort
 

itself with ntber firms
 
ite~ .. w, vk. Tbe k~onsiltn."!,,1 ocint' 

Wnlc without, however,

h'fl 

perfeowmctwe of tho Score of or indiviieunls ini 

&brounil? its primry raq-nsib1iir for fi-itinfircteiry comupletionl nf
 

inl Its rrop, osl , the firm shr'ul4 state the extent' tit which
 
each task. 	 iiy suchi firmis nnd tndividuals inrl,
it intandsi t.! nsnocate itself with 


the nitturo rif n~lclitif~n c-,tn Thte$.
if ~applicnl, 
of the wnrk
Thin rnsultant will be oxtc'ttr to perfnrm much 


with its '^wr StAff, 1.Itwvvar,' in c.erteit. nrens, a hig~h dfiat?OOe of
 
andi tho 'Consultant 

intnntionil, speciallza. expcrisitce is requiraki, 

itself with such suitably qualified export.is Oxpectpei to chsaficint, 


Marty task items wil~l tAko. it relatively
inf~iviidtrn13.institutions or 
AnI itegrn~tlimf nf w,'rk

tonailtim V1.tauea-q~t1cntv~l 

perfr'rmed.
 

7). Aprmnah to tinrk 
rfT1Qneh tho wo'rk oo 

. 
ma, Cn~~nsul?.'wt In -:4;ot(it-	 npr'p 

In.'.4,4-. "t (1liven liectseCyW1 iiiit~ft',dunder ,Tnus A (Vurrt1 Snviny. 
lot 'tq., ':tutrt *-rI onI:xr t. 

prrvome t is(quolltl # The C!'o,:uit~ 
*'iw mtonth ift,, r.-%,t-rnct qi -Iwn, , r i'balut April 1.,

Task A n-pprrcxirnatui 
YonitC' iR:'rirp)

tin-f7".iek .',. '-rk %-Taqk C 

v,~rrV r"' be 
Int con'.? itt t , t1-e socnuondtl0 .upronch --f TI'Ak"- A and 

be
Tirk (1ysct Franvthetina Ao.tvities) ip to 

--rVredI ind-r 

iito t.'?o Arhcdulei ac thntttic 're,joct ]1f4 atrcrfrrr!O't ~r-uphvt 
-4irb T'iuke %or ". incluiding~

this 'jork data,, Intorferepicrformance, of 	 r. t 
inr lank manpower Anei/or- facilitLC'5. The~ final task to 

',T.Cuiemcnts 	
., %1:0 t. ., 'i d tanta'.-446is 

he complotod -. 1 1) L 7,? 


tSivaly ajxpactfl tn etart alv~ut Doame .
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IQ U'"iwtract fr %.vi,,ii:Y30iint Ccs Wi~d113 r f 

ir a 1."Vt'~14w p,,,as9~ 1n ~s*rkt 

A.~ ~ ~ ~ 

Rs ir ur ly*LTAvIingsl~i3 t 1 Oli 

tho *tr.act'is natI.! TsvsIn hc 

0 k.rawithngt.Liizt 

t.' f .ir t II stso ,te 

s"t 

a 

1- t heorCnuthTlt wnilI trrC~.W thoisB n'Ork lmnr"11n 
joi~aif Fia,nvil'1ysotlam -Acpi? r fl.r,-J-iV Swin ys .:r!i 

liz.minigActir olan. Thi Plan ii descr b whti+ wll,asrtos 

Iructivtinv~5 r i wic. 0,I.2r ,nst ;.n' isiA k in ura 

brnsan -SAviti St.1c ,1'upnC~a r .fli ct tw rrnl rrim 

esi,'.eh at :fdios t L wc~ndtraccs. ±nndL~eipJ.mft~t(n 

Rcuvrtailsaings mo bultan lislm~ tho hs f itas tsks. 

co.tract~issinerc 

-b . 

The Consultanft will 'mrcr3the"Bnkl rkeimin.ary studys 

lizpoitBn. tin la. This Plany will d poii.b9a n 

Zhsc.. ctviies.- b-1'unirrftk a4its Waxecad );tr n 
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vnrio)ua parameters of VrJlicy chtonguBo (...p, incri.-sw/oluvrenise in 
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rural 'Rr~as. Tha. CntrP.,t-r v;iit sigzn tanJ perfern soWI. -knd 
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.a. 	 Ra.axatn of Lending Rstrition. 

roetrictions can be ralnxacd on loans fo.r non-(aru purpzus. ao! that 
* 	 loans for all types of rurpive are tiv-ilable in rural area. The 

".-)i~r 12n~tno' prn),arns =."' will 'oscriba rostrictionsreview will cover 
on lonmpurposca, particularly thhrse programs which reduc avail
ability of credit to nonfarm rural 	canttarpriacua
 

5. Stantlard LeAn A~picati~n Systam 

The Consulti'nt w~ill rcview rural l-:= application procedures 
can be simplified or standardized to speedto determine whther they 

. an : Inrevc-ists. tu,0 lescribe~i+"'IB~ia.~by.haloan proccosinpCklnultUinrwill~qtii t r.aduca i ivjnThsreview.)rR wseehwerYtiar 
all steps in the loan Applicntirn nrncess including b~ut not limited 

t't application rms, cdlatoral raquire;ntv, us% purp.,.+---r 
unn4 itheir rcquirerequircm-ints, astablishmaint of rep4:!,vflt capaicity, 

c. L,,-.n Sncti.nl.n. Proc...!urc 

The Consultnt will review lvan sincti.-nini- ;'rxccurou 
* with the .'bjective o~f pr.wvlinj, rra'idr authority to~i rural brAnch 

managars. Laan sunctiemnn authority is rap-drtudly still centralized 
in soma financial intttituticnis*at oi~ hoadquarturs.r DMika 

if -ithrity t,, sanctitin 1.ana an.Decisitnh reardinq slaln ,timn 
* 	 . mal.o by infliviAuail firnanciil inaticttior.3 in,! iuch ati ty is 

:nosins such nos lIqck .*,t orirnca. Thesom..times withholAt f r gc,,'. 
sancti' ninpBlank tan',,t d~irectl~y influence b.ink 4ccisi.ons ,toi'c~aj 

Ciullequ~nvly,Authority; it I..4.s.. t. _xrLU, j u, uJ n. 
the. Cinsultant wiy havja t,. c -niuct iwrkoh.:pu ur tv~ ncher m'ato 
convincetfinancial inscitcit.vni t..; ltuJ..),ata aprprLati authority. 
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1. Consultint's Fwnthly IW!,srtu, 

Thet Consultant shall Puabmit n wothlv -ropr.es report in. 

* 	 month, liscmn; fiall pa:.crnnal, WIndIn .?03rs t-wardL complation, 
citino nny centraints on ;r.N?~ran, rcce .ndn%! c rrcti~vC =Lltt,'r 
and setting forth contract status traltiva to *xpon'itul..c :f %,rscn
months of effort and contract funding. 

2. Sutmission of Romrts 

All roaportoand arr~spon'n4e shall to In Luqliah, Copo
of 	 ill rerortu. shAll be submittvod as £fllton: 

A. Threa copiaa t.,; Mr. KAmal ?JJA*Ln Ahiuc t 
Chiaf Oft toot 
Arriculturs] Credit Department

angladosh .n 

copies :mt Mr Clud Rocco.~
1;b.Two 

USAID Hiiiqon/tanlosh 

III. TWIUNZA PROVOS.AL 

A. Cogt~nt of 'Tghniggl V'retn's1il 

In .'antril, the L,:cictaicl rri-sa1 *boul !=,*adtntu 1,y 
tho qiuality -of its c-t ro* nv~4~af Oow I j.Vvitwt. 
requiramante -ini -%it-%lroin'inf t' r i:titilt t 6.0s .,ee feTih 

Sin the Sc.ope -of Wirk. Its cf~ntants should include but nve 1.9limited 
tj tho f1:11,win-s * 

I. Adviiory b'ervic.,s Ovr'isy 

Informaciin demaondtrztInA an Awdoretidinu of tt.4 Advis.ry 
services roquircumnts, %.cludinp: acti~as taken to Liecome familiar 
vwith the bank's requiremants, views nft the adequAcy of the Scope of 
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