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A.

SYNOPSIS OF THE KEFEP

Project Backyround

With more than 90% of the total population living in rural
areas; its population density more than 2000 persons per
square mile; an unlavouradle natural resource cndownent (per
capita availability of cultivsi!c land only 0,38 of an acre, -
a high Incidence of illiteracy and a population growth rate of
about 2.8% per annum; Bangladesh is in an extreme condition of

under~development and rural poverty.

It is believed that the majority of the Ban.ladeshi smaller
farmers, share croppers, landlces day labourers, petty traders
or cottage industry artisans could, with access to institu-—
tional credit, exploit productive onportunities and increase
their income. The only credit traditionally available to

them has been from relatives, friends, landowners and village

money lenders, often on reportedly extortiocnate terms.

in August 1977, the Governments of Hangladesh and the United
wtates signed ¢ ©7.0 million project agzreement for the Hural
Finance Experiment:l Project (RFEF). The purpose of the LFEP
was to develop or identiiy one or more rural f(inuncial systenms
for meeting the needs of poor rural producers not reached by

institutional credit.

This section is a synopsis and summary of the tindings and
analysis ol this terminal and other evaluation repcrts submit-
ted during the life the project. It ccvers the project's

rincipal objectives and moet of its major policy lssues,
J ,

Project Description and Purpoze

Nine (9) rural finsance institutions (FLI's) have been



implementing and testing ei ht (8) dirferent credit delivery
and saving systems. Overall project manzgement has been the
responsibility of the Agriculiural Craiit Department of the
Ban,ladesh (Central) Bank. The purpoce of the project was to
test how best to provide credit and ¢:vinys cervices to a
substantial portion of the rural poor "taryet pgroup” in
selected rural outlet areas of the PLi's. The target group
was, in essence, Jefined as a family nead owning 2 acres or
less of cropland, with an annual ,rors cash income of Tk ©000
(» L00) or less,

indicators seclected to verify achievemsnt of the project
objectives were that under one or more of the systems (models):

1) Credit reaches a substantial portion of the target

group and is not diverted to larger rural proJducers;
2 Target rsrou roductivity and incomes are increased:
& < )

3) Loans have bha2en substantially recovered with intere . t;

4)  Lending institutions cover their operational costs
through interest and finance clharges and are motiva-

ted and capable of expanding rural operations;
5) Rural savinpgs are mobilized,

A number of policy, organizational and procedural variables
were also scheduled to be tested, including; enhanced loan

and depesit interest rates; village outlets; savings promo-
tion measures; nultiple loan purposes; simplified forms and
procedures; loan supervic ion; percsonnel policies and incen-
tives; local planning; group lending etc. Xach variable was
bujilt into the project desipgn 50 as to permit ascessment of

its impact on achieving project objectives.
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Assuming the experimental period resulted in identirying one
or more systems which satis{ied the project purpose and
objectives, the two Govornments indicated thelr mutural
interest to proceed with an expanded and operational follow-

on project.

summary Performanae

sfter more than three years of actual field operations and
experimentation up*to 31st March 1932, the RFEP has tor the
most part met its objectiver and fulfilled its purpose. The
summary sn-et overleafl hignlights the levels of performance.,

TR : . N N S N I I ST T S Ay -
I Credit resches o sibstaniinl portion of the tarcet fgroup

and is nol lirected tc 1arger rural »nroducers:
42219 fanilies re

ir
rowers nave taken 721858 lecans amounting *to Taka

o

>1% of ail eligible bor-

118,762,000 through $8 s-lected rural outlets of the
PLI's, This represents, an average of Tk 2,813 per
family. Tk 49,730,281 has be=n paid back which is 84,6
of the funds due to nave beern paid at this time., The
most common loan purposes were oxen buftalo for plowing/
draft, beef rfattening, dhenki rice husking, T, Aman rice
(local), HYV Doro rice, milch cows, small grocery
trading, B. Aus rice (local), rickshaws and goats sheep
rearing., These uses are fully in accord with the project

desizn wnd purposee,

Cont!nuous monitoring throughout the life of the project
has indirated that 35% of all loans have cone to the

target group ns defined., Louns to non-tarpget group

persons have bLeen made partly thirouph initial inexperience

on the part ol cutlet staff's in incorrectly identifying

their clientele and partly becau ¢ the strict application
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of target proup criteris has closeiricd a number of
persons, who depand solely on cach income and huve no
land, as noa-target roup borrcwrs, Cpecific recome-
mendaticns have been nade %o overcome this latter dif-

Ficulty in any tollow-cn project,

D . RO ¢ G e e Ay > B Y3y . Falion ey b,
Lencing excvecicvnce has tonded to sonfirn a fundamental
WP nvpotinesin Lewe tane law signer loan interest ro

3
b

245, 304 and 300 arce acccwtable o rural vioducers.
Ve . t

Loan demand is hizh at ihese rates; reneat loans are as

numerous as at 12% and oi &l although loan sizes are

rtes

smaller at 5&{ than other rates, overcues do aot markedly

increase ot the higher rates,which indicates ability to

SR S ;o - PR . . . AN NN - et M Ly - - -
repay. Lo oone e 0 ne ey DU e T pangs

RPN

TR uironoh TG of tode rineeial oorn) 1

Tarpget group production and income are increased:

1
1
[N

There has been great diversity in the ourposes Tor which

loans have been disbursed. Over 100 discrete zctivities

2/

have been identified in the RFEP={ Borrowers, while

usually utilizing the loans rfor the nurpose stated jn the

application, may use part of the funds for other purnoces
? X 4

usually domestic censumption, Loan runds tend to be

added to the fawily income and are spent on a variety of

purposes. Investment opportunitles, new pricrities and

emnergencies all may intervene to change investment
decisions. Gely two institutions, Krishi and Janata,

advanced specific loans for dowmestic consumplion purposes

o

1/ Please alet rofer to the Borrawers Finanpcial Survey

Report Jhlch ot the time this was written, was being

preparad.
g/ See Tables on Typewise Loon Disbursement Survey in
Sections TI and 111 of this report.

——
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and these maounl to only O.4%0 of aitl itvre loans. loan

use data from the Sociological Report of May 1432 shows
PN PN

7.7% ot RekP loans used wholly or partly ior such

purposes.  This is believed to provably t2 a low
i

chaciv o Tne snoc U petied v e vl sl weu G ba Gt
porrovers outpat and inzome as & restlt o tueir doog,
Only 16w of 709 ieoroudents in the '“Aniuropological
Crrvey ¢f Roerrowers (Feue2)" indicated they nad come
menced an eatlirely new cooivity by Usiciog on REFEP loan,
01%, szid they used the leorn 1 ecubiinee 21 cxistinug
activity vhile 43 caid the lozns was used te wointain
existing activity at the same level of production,
Innovation aud change in rural peasant socicties 1is

slow. Ioctors sucl. asi- landlessness, village factiona=
lism, inadequate input supply and marketing lacilities,
lack of Zechnical extension acsistance cnd so on, are
gearrally believed to be much nore critical to economic

prowth than the supply of credit,

Notwithstonding that genernlization, the positive

responses of berrowers to the RFEP and the increasing
numbar of 2nd and subsequent loans (ratio of loans to
borrowers up from 1 tec 1.55 in September 19”1 to 1 to

the RFEP credit systems and are beneflitting from

the progect i <4 abinonce of any ol it Lue oredit,

Loan have been substentially recovered with interest:.

Largely through outlet staff incxzpevience, dinitial loan
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recovery was poor iut has markedly improved since 1980

as the data below shows.

Cate

As of 30 Sept.,!

As of 30 Sept.
Ag of 371 March!
As of 30 Sept.!

~ e,

I

130

51

&1

As of 31 March!'&?

The lending institution

improved manaremeit

Level of verdue

33, 1%
T B
172,04
11.7%

15.1%

15.6%

s have, since early 1420,

controls and overdues have been

reduced. However overdues, once hich, ure not easy to

reduce quickly., B
have alilowed overdu

congultints belicse

The evidence from t

calamity intervenes

CRIL

P
o

ond 10 a lerser degree, Pubaldl,

to continue riszing to what .Jhe

are unacceptably hipgh levelr,

he

?

RIVEP is tnat unle:s natui|

borrovers will repay loans {f they

feel thal a further loan will be forthcoming quickly

and when they need

it.

In other words, if thers is a

state of mutual confidence and trust between client and

banker, then recovery will be pood, The current down-

turn in lending .in
sible hiatus betwee

Ce

s

I x

end=February 1942 ond the posg-

ne REEP and any follow-on project

way undermioe both borrowers and institutionsl con-

fidence, lezdings to

Such a breach once

Lending institutions

PO

mad

0

o i g

}hrruth Interest @l ]

or recovery ol existiong leoans,
e, Vill not easily heal,

cover their nuer\tLoqxl coets

i ince chulwﬁn and are motivated

and_capable o’kﬂlylndnri’nue arionsy

The pertformance of

the

nine institutions in covering



costs through interest chuirpges
showing profitability below re

has Luproved as the data

corde.,

lLeval of

Date frofitability

Protit (lcss) as of Dec., 31179 (3.3&)%%/

~-do- May  2311E0 1.7 %i/
~do- 12 - hs oithoru Dec, 3180 (2.9 )i
~-do~ Sept, 0787 T.9 =
-do=- tarch 31180 J.5 %

Note: l/ No reserve for buad debt irncluded., Filgures

not based on full 12 monihc operations for

all FLI's.

Ag of March 1u32, five of the

Sonali, Aprani, Rupali and IRDP) are

ble. Janata is

Uttara

and DLEL are each ourfe

Out of 98 outlets

beer. closed,

voned oo
Of the remaining
profitable or sustaining only

The 3

55 are unprofitable, no

opened tuo rocently to include

Profitaoillity is determinod by
from whichi interest income is

between Lhie interect rates cha

metitutions (Krishi,

securely profita-

marginally unprofitable and Pubali,

rings considerable losses,

SRR PP RS 1Y
s5, Tifty (50) are

very small losses while

t included have been

in this comparison,

i the v.lume of lending
earned; the gpread

rged for loans and bore-

rowed funds; the overhead and other administrative
costs and; thue reserve for bad debts, o a result of
overdue loans.  aAnalysis has chown that the most

critical of thogs factors ace

size of overdues and recultant

five most profitable institutions have a high volume o

the volume ol lendiays and

bad debt reserve. The

f






Both turget ound non-targel sroup dacvositors ore sensiiive

it tiwe rate of interest for their deposits,  The

target group depesites vho is also a borrower 1s reiluce-

L
tant to seve when the difforence betweaon the interest
; y ~ 123 s oy sy
oy his devosite and intercest payable or nds loan io
sk oo ol I the HFL ). TR agnetareel depositor

is sencitive because hig deposit 1y an investment from
which he expects a relurn.  RPFLP experiznce shows that
the size of nen-target deposite is ir average four

tipmes as large at 14%-190 intersct than at 11«12k,

All acknowlaedged experts bellicve that thore are very
substantial caviial tunds that c=n Lo mobilized from rural
prople in LhC's, +espite the patchy performance of the RFEP
2s & whole, the exgeriznce guined {viz: Aprani, Rupali and
BKB) confirm this view, Given a concentrated effort from .
the ouisel, up to “Ck of target group credit needs could be
moiilivea rrom rural dezoniiors., Such rural depositers are
not arget ~oun ramilies, Rether thsy are persons with
surplus Junds who, if conditlions are ricohit, will make avail-
able such funds turoush instibtutions as one of the better
aveilable investuent ornportimlitioes open to them, Thus a
rural credit progrzn can be in large part financed through
institutionc acting 4 cenduiht ror rosourcs transfers from
one: rural sector to another and thereforoe obviate the need
for credit funds to be supplied wholly from outside,

Policy Issues of thie RFEP

Besides lending, collections, savings and financial viabi-
lity, the most important pulicy issues of the pruject, not

o
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iprst of paranount lLupoviancs wazs Uhe nypotitevis tint
"the rural target group necded and would use institu-

tional crednt to In order tawe aavents s of and erxploit

; et ey b g e e b b4 A RS I A Y TIINOTS aeyes
investaont opporiunt Lies avelilorle to thoem™.,  LRZE was
H 3 . £ 3 - BTN P U S . S

LO L'.’:_‘:t Lhils . Lre et o wWas o s wileld o I R r“'l“.’l s Q

nypotios o, Uhiia oo Uiio b b dastinntionad wpedi
was ot avallable te the targst oroup to be reacheod and
gseieond  that the non-instiitutionsl credit available to
them was inadequate, excessively usurious or tied to

(2]
unfalr marketing or land wmortya.ing arrangements,

)

fopood deal was known about the rurnl tarpet proupts
need and the invesisment opnortunsties available Trom
previous empirical data,  The {07EP zurveys greatly added
to these cate anld refined <chem, That only limite
mstitutional credit s availadle was aluo supported

by empirical data, Howasaver the second part of this,

elating as o how the tarcet sroupr was or wic not

served Dron privete credit soucces wir not adequat ely
studied.  While there «re sone data Crom soziological
obuervations on this subjicct, some ¢l which nas besn
pena2rated by the consuliants ' during the cource of the
WEP, there are 1ittle or no hurd enpiricsl date from
which o draw reusonadle concluions  about the norie
institutional rinance market in Bansladesh,

I” this respect the RSP would have been more mearninge
ful if it were known what the institutional credit
project design had to compete with from the private
money lenders, Also whether there might have been or
are opportunities that could be tapped in the private
credit market Lo gerve the tarpet oroups needs as or
more effectively than the proposed project design. It
appears that oo reazl ir-depth study was made of the
private credit market prior to initiating the RPEP

exiperiment.
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The next threc tables rank the institutions by outlet per-
formance on nwiber of toans per outlel; number of borrowers per

vatlet; oud total takas lonned peor outict.

Table=2 Table=3
LOARL ot QUTLEY " 30.20.ENS PER OULLET
lnsti- Loans per Insti- Borrowers per
tution out iet tution outlet
“rishi 1550 Krishi Y79
rubali 1105 Sonali 097
sonali 1038 Pubali 607
Aerani 1011 Agrani 455
fupali 678 Rupali 400
IRDP 622 IRDY 255
Janata 370 Jdanata 219
Uttara 276 Uttara 183
BSBL 2%0 BSBL 170
Average 737 Average 430
Table-4

VOLUME OF LOANS PER OUTLET
(Taka 000's)

Volume per

Institution outlet
Krishi 2,7
Sonali 2,049
Pubali 1,644
Agrani 1,380
Rupali 1,051
IRDLP 660
BSBL 483
Janata 687
Uttara 45

Average 1,212


















Ho.o

Pt vy LS er " o oL
P Y S A | B TR J b ISPy
PN e . g o ~ ¢ [ -
Cil Ghinal (press) unz ol 5545
L S T T e :
ol vilbu v L Rt P N

Cattle Truding 284 .7 85.0
Irri~rated ‘Mheat 355 .6 85.6
vigh Farming %31 <06 86.2

Jomestic and 195, ! o
: ; Ak E6.6
Subsistance 25 e

Notes: 1/ Data drawn from 78 outlets of all institutions
anounting to 52,0661 loans.

2/ A further 7054 loans (13.47%) in 90 seperate
categoriecs also recorded.
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Table Aiii P 1of 2

MAJUR AJ0IVIZT=WINE S0 T00 c0n ue LOM: DIGBU M k-
I h

e VLT e e AR i -
DO CULLLO I IONS AUD UV ehvobe., &) A st LRe, 1481,

1/

RN WINY PR
JANATA BALK =

aAmount Amount Amount
of Lo.of loancd Collected overdue Cver

Activity Loans (Tk 0CG)  (Tk. 000) (Tk) duc

1. Oxen/Burfalo 340 M G4 T 261 . ¥
for plowing/draft o7 Tk ? - 56 V1l L1l

2. Beel rattening 299 375 152 - -
5. lrripated Wheat 140 102 6 - -
4. HYV Eoro 150 GO 56 - -
5. Y. Avs (local) 129 &2 69 - -

OG. 2. Aaman (local) 12 68 36 - -~

b s
/e bhonkl Hize " 1 o
Husging /6 59 5

< eyt sl ivag ey , ~ E YT
9. Lund releasing 52 113 6 48492 55,50
Trom IHOI'L,[’I;";{"C

Y. Grocery shop 48 115 46 - -

150 Han,

1TC. Covton rroduction 45 27 - - -

1. Souts / Lheep 35 17 3 - -

12, wickshaw 32 104 13 - -
it Prading 27 52 1% - .

Y R I T T o

l 4. » LA ].4 dl,«.)lncugu 21+ 55 - - _

N\
(reneral)

1. Potrery
rroduction 23 26 24 - -

e 1
i

t
r

sinerant Trad-

20 36 5 - -

i (Feriwala)
17. vugarcsnc 15 9 - - -
Y
1%. Iransport of acri- -
L (& )‘ Ll; ,]5 49 ,] - -

culturnl poods

19. Tailoring/keady- 15 17
made

21. Milk Cow/Buffalo 11 21

22. HYV Awman 10 G
25. Bicycle Purchase 10 16

Noteg

Y

cloth.s

N

5

20. Pulses Yrocessing 12 46 1 - -
/]
9

i
'
!

48492 5.0

[
-
~

POTAL 16822/ Tk 2207760 ¢ 911665

A/ Data drawn from 7 oullcts: soupara, Bromarajour
Jhikergacha, Xumira bsr., Simrphata, bonundi.



2/

a)
[

N ~ . - 4 M . P e ., e . - N P
Amounts to OC.50% of all loaan moie wn Shene ostlobs,

A further 37 loan purposes uzes o all types recorded.

The lovel of overducs cuannot be considered representative
as only one old outlet inclwied in the canple.  bDava from

other old outlets not suuplied.



MAJOR ACTIVI'IY-WIgl
MENTS COLLLCTI

Table A iv

P

o DISIRIBULION OF LOAN DISBURS -

ONS AND OVERDUMS A AT 51 DEC. 1981

AGRANT BAup-1/

Amount Amount Amount
Name of No.of 1loaned Collected overdue
activity loans (Tk000) (7k 0CO) (k)
1. Dhenki Rice 1116 Tk 1289 1) 1509 T 25842
Husking
2. Oxen/Buffalo
for plowing . .
Araft 830 1189 604 19707
5. huri/Chira "
Haking 670 852 501 2000
to T. Aman (local) 504 549 245 1470
. Beef Fattening 481 610 396 13140
6. Rainfed Wheat 354 332 205 5027
7. Potato %20 452 232 47488
Yroduction
8. HYV Boro 340 531 260 29772
9. B. Aman (local) 219 173 170 ..
10. Milk Cow/Buffalo 190 305 259 5817
11. Goats/Sheep 188 153 132 1398
12. B. Aus (Local) 179 197 160 HEQO
15. T. Aus (local) 177 150 150 ..
14. Small General
Trading 169 166 51 3250
15. Rickshaw 157 273 213 1550
16. Land releasing
from mortgage 23 232, 55 °
17. Local Boro 118 97 29 1300
18. Pun leaf
Production 115 176 155 .
19. Boat liaking /
Kepairing 115 133 85 °
20. Grocery Shop 96 303 237 4000
21. Firewood
Trading 89 121 97 ..
22. IFishing (boat & 84 115 2 28634

net)

O
[
ro

%
over-
due

2.0%

2.2

0.4

0.6
3.2
1.6
17.0

10,3
0.0
1.5
1.1

2.7
0.0

6.C
0.7
0.0
4.3
0.0

O'O

1.7
0.0

28.



Name of
activity

io.of

Amount
loaned
loans {(Tk 000)

Alount
collectid
(I'k CCO)

Lmount

overdue Qver-

(I'v)

Brmboo Trad
Fat/Pati a
Veretables
Froduoticon

Fottery ruk

Katha quil
embroeidery
Faking

dive whole-
selling

O . )
“1sh Yarmin

Tailorine /o
nmeue clothe

sand varryi
(by boat)

Tor

Notes: 1/ Data drawn from 10 outle
vhadhuhati, Santiniketan,
Sazar, chowkbazar & Fhamar.,

2/

ingr 4
kingr 70

ing 56

ts &

48

e 4
eady - 40

[
<

nE, 39

102
7
cO

HU

79

W

81

70

25285 5

24000

9.
0.

6.4

0.0

Al 7090g/Tk 8875289 Tk 6184027 Tk 231980

Chuknagar, Baligoan,

Cadet College,

Joyag

Amounts to 90.38% of
outlets. A further 66 loan purpose uses of all

types recorded.

506

53¢ wNatherpatua, Bhatra,

all loans disbursed at these

w/
/0
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.'- .
wale

PRI A 1

e

H0e0f
Ol

ne
)

e

7

5
Je

)

/e

1.

1%

Je
~
Je

19.

Oxen/Buffulo for
plowing/draft

Soaman (looad)
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3 . - ¢ - ~/
Amount Soount amount )

SJupme ol lio.off loaned coll otbod ove rdue Ovoere
activity loans L '%00D) 'k GaD) (i) due

1G9, Veretnble/ - r
PO 8 67
FImi1t BIieD ’

W
Wi
i
o
~—
o

g}
~3
S
&
1
" r

- Ve
“J. 2ish shop

!
r
i
!
O
|
2
-

1. DohAmian (loon,

00, Panliiveretie . .
T e .'“«xl’]" Jl.l‘x.. Ct{.(. LL,] 7§ :‘ ! 7‘}[’)8 :"‘.}(\C)
2hor

., e - ‘ - R
4. sect Fotvenlns 59 Gl 40 1535 el

- 3

O
3
)

st, Fishnet Haking 3% 26 14 353 2.5

</ 4 ,
Totals 3307 Tk 5142201 Tk 1670396 Tk 158935 7.5 °

Dauta drawn from @ll outlets

SR

tmounts to 83%.9/ of loaus disbursed. s turther 52 loaxn ou pose
nses of ©11 types rceorded. 1< loans amonnting to h 22700 hive
bren for re-lending.






MAJOR ACTIVITY-WISE DIS:kIBUTION OF LOAN DISBURSE-
MENDS COLLECTIONS AND OQVEKDUES AS

Table Aviii

AL 31 DEC. 1981.

1rpp
Amount Lmount Amount %
Name of No.cf  loaned collected  overdue Over-
activity louans  (Tk 000) (k. 0CO) (Tk) due
1. T. Amon (local) 737 Tk 751 Ti 401 Tk. 598 0.1
2. MYV Boro 508 510 427 10070 1.2
3. Goats/Bheep 427 275 177 2147 1.2
4, Grocery Shob 385 520 24% 43792  15.%
5. beef Fattening 287 264 353 . .
6. T. Aus (local) 275 539 12 32000 72.7
7. riilk Cow/Baffalo 217 195 13 .e .
8. Dhenki Rice P - .
Husking 201 186 85 81834 4G,1
9. Fish Yarming 187 189 27 210C0 44,0
10. B. Aus (local) 171 151 148 2200 1.5
1. Itinerant Trad- . ~-
ing (Feriwala) 138 194 106 30650 22.4
17. Fecrmanent UhOp 114 176 20 22210 1147
15. Pan leaf = _
I'roduction 85 93 > 50000 9.6
4. buall vottage
Industry 78 116 72 - -
15. Irrigated wheat 74 86 45 40700 47.5
16. HYV Aus 63 70 11 - -
17. HYV Amon 63 69 24 - -
18. Cattle Trading 62 38 7 - -
19. Kabi Crops 49 25 25 - -
0. Small Consumer ) / )
Goods Shop 49 H 39 9 0.02
21. Vegetubles :
Production 48 40 52 - -
TOTAL 4209 Tk 4330138 1k 2024738 Tk 337210 14.3%

Data drawn from all outlets except

Gopalpur and Sonagazi.

amounts to 91.4% of lonns macde at these outlets.
loun purpose uscs recorded, includin

; Bhurannudin, Islampur,

Food Processins, Handicrafts, Retailinz and Transport,

A furthzr %0
m Yishingm, 8xall liveustocl:,
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4. Hickshaw 196 681 220 209441 47,8
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24,
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"2 of 2

Amount Lrount Amount %

Name of No.of loaned vollected overdue Over-
Activity Loans (Tk ©0C)  (Tk. 000)  (1%) due

27. Pottery Haking 25 20 20 6061  22.9%
28. hat/Pati Making 23 51 18 1588 8.0

TOTAL 37055 DK 9929063 203360% M ADET0LG 41,17

Lotes: 1/ Data drawn from ull 19 outlets cxcept Beelpazarin,

2/ Accounts for 90.9% of all loans disbursed at tihcce catlets,
A further 5C loan purposc uses of all types recorded.
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LOAN RECOVIERY

Loan recovery is mcasured by the recovery of tnat portion
of the total portfolio which Y - h~come due for repavment. Over-
dues are peasured as a percer age of this total amount.

The table below ranks all institution: by this wmeasure,those
with the lowest overdues beiny the best performers in terms of

loan collections.

Table 1%

PERCLENTAGE OF LOAN AMOUNTS OVis:DUE
TO AMOUNT PALLLEN DUL

Institution % overdue Amount overdue (Tk)
Agrani 4. %% Tk 356572
Rupali 6.2 19737
IRDP 9.7 5401¢6
Krishi 10.5 20072216
Ut tora 12a7 127800
Jonato Mo OO
WOl 18540 100G
Pubali 21.4 902300
BHBL 48,7 2864555
all nsti= gy Tk 9052557

The overdue Taka wnount has nearly doubled since September,
1981. The proportion of overdue to amount due has noticeably
increased also during the same period having veen constont af
around 13% since September, 1880 j/. This is shown in table 4
below. This increase in overdues nas coincided with a reducoed
level of lending by the participating institutions. The cause for

this is believoed dircelly olodod e e nioo cod cll-oIT e of

1/ Latest draft returns from the PLI's for Hay/June 1982, which
have yet to be fully verificd, i..licate the level of ovaerdue
is now close to 16%,
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28 Februnry, 1982 of 1/% reimbursements for target group lending.
Tre probable offects of this were reported tu the Dang':desh Zonk
at the end o April 1982.

Trble 14

PERCENTAGE OF LOAN AMOUNTS OVERDUE TO AMOUNT
FALLEN DUE DURING THE LI¥s OF Dii RFEP.

Insti~ 9 Sept %% March % Sept. % HMarch % Sept. % March
tution 30,1979 30,1980 20,1980 30,1981 30,1981 30,4952
Agrani 0.0% 0.3% 4, 7% 4 ,6% 5.8% 4,3
Rupali 0.0 15.5 2.9 2.2 6.1 6.2
I4DP 0.0 0.0 61 1.1 4.4 9.7
Krishi 56.3 20,2 10.3 9.4 10.4 10.5
Uttara 47.6 25.3 2747 22.2 16.3 121
Janata 2.1 14.8 25.2 23.8 171 1.5
sonali 32,5 39.2 22.7 11.3 134 18.6
Pubali 14.5 3.0 4.4 1.0 20.8 21.4
RSBL 0.0 19.8 57.8 36.9 364 48.7
A1l Ins- 33%,1% 18.5% 13.,0% 114 7% 1%.1% 154

titutions

Agrani, Rupali and IRDP have maintained overdues at a rela-
tively low level although IRDP overdues have incrcased i: coeont
months. Krishi has been consistant at around 10% since September
1980. Both Janata and Uttars have Lirroved Cholr pertfoitiacee 1o
reduce past due loans and currzntiy thoie lavela 0% ov ol
close to the NIEP averapge. Sonali and Pubali both had poor stiarts,
then improved but again have allowed overdues to increasc in the
past yecar. Sonali coverdues have risen quite sharply in recent
months. BLEL's oveirducs have cortirucd ‘e clir™, drerssncirc Yy
20 in the 6 wonths since September 1981. BSBL appears to have

1

little control aver collectivie 11 tle clochee of hieY ewosdues

ave 1iicly to rine sUitl furtlor. Lhus there is considerable SCODE



mr;
{f
for inprovencnt among 5 institutions - Sonali, Janata, rubali,
Uttara and BGBL.

Another point of concern is the lack of uniformity of recor-

v

ding overdues. This is es:cecinlisx oome 7 o Tinallment loans. A
recent visit to the Agrani Bank's, "Cadet College" 3ranch, which
has never had overdues rocorded, revealed that overdues of itg

instvallment loans are not repcrted ars such until the date of the
final installoent is rast regardless of whether all installments

are repaild on due daten. This poeos oo o o e and if

30, 1t cculd be that short term overdues nuy be grossly under-

estinmated,

The two tables below show the periocd of time overdue or ayce
of the deliquent loans. As an overduc loion ages, it usually becomes
more difficult and costly to colliect and the institution's rescrve
for bad debts should be increased according:ly. The institubtions in
tables below awve Tigsed by thodr el vlive v oonding e the cver 12
months column., Those with the lower numbers arc the best relative

perrforners,

Table 15

AGEING OF OVERDUE LOAN AMOUNTS BY YERCENTAGE OF
TOTAL IN EACH AGE BAUD

Toka amount
5-6 °h 6=-12 Y 12 nonitns of overdues
nths months  ond above (000!'s )

1.6% Tk 197

% less than %
Institution % months mo

Rupali 45,0 37 . 1%%
BSBL 32.0 2848
IRDP £5.3 2
Sonali 572 210
Krishi 28,

—
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S
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Table 16

AGEILG OF NUMBEz OF OVIuDUn LOANOS BY PuiCiilaGE
OF TOTAL IN EACH AGE BAND

Total No.
o less than % 3=-6 %5 6-12 9% 12 months of overdue

Institution % months months months and ahbove loans
Rupali 51 . 7% 27.7% A8.7L 1.9% 267
Senali 62.3 18..1 15.0 4.6 1416
IRDP 59.8 30.3 25 7.4 545
BSBL 35.4 34,0 214 9.2 2412
Krishi 46.6 11.6 5049 10.9 2556
Pubali 58.2 8.4 15.1 18.3 1052
Arrani 21.8 14.7 42.8 20.7 266
Janata 19.3% 11.9 27 4 41.4 244
Uttara 9.7 0.5 8.7 81.1 185
il Tnsti- s,y 19.80%  21.6% 12.4% 8993

The institutions rank almost indentically by volume and nunbor
of loans, bul in relation to their rel~tive positions for overduecs
overall, there are significant variations. IRDP and Rupali rank
high both overall and in ageing with the bulk of overdues less
than % months old and few over 12 menths old. Agrani's overduos,‘
while low, are older with over half beinpg more than 6 months old.
Pubali and Sonali have high overducs but nearly two-thirds are lese
than % months old, though in the case of Pubali the amount overdue
for more than 12 morths is hiph. Janata and Uttara also give causc
for serious concern. Althourh both institutions have commendably
reduced overdues in the past year, the proportion more than 12
months old is very high i.e., one-third in the case of Janata and
over two-thirds in the case of Uttara,

The ageing of overdue loans is analysced further in the next
two tables whiich show respectively the trend in amounts and number

of overdue loans more than 1 year old during the life of the RFEP,



Table 17

TREND OF AMOUNT OF LOANS OVsHDUE FOR  HMORE

THAN 1 YEAR ( TK 000's)

As of As of As of As of

Insti- March Sept. March Scpt. As of March
tution 1980 1980 1081 1981 1982
Krishi 1(.2) 5 (.8) 156(19) 174(13) 271(14)
Sonali - 1 (4) 77(28) 137(21) 117( 7)
Janata 1(C 2) 100(57) 51(21)  69(23) 147(32)
Arrani - - 1(.6) 68(22) 66(18)
Pubali - - 38(12) s54( 8) 158(18)
Rupali - - 2( 1) 2( 3) 3( 2)
Uttara - 10 9)  57(45)  96(77) 88(68)
IRDP - - - 8(.6) 33( 6)
BOBL - 11(C 3) 100 2) 155(13) 157( 6)
Total 2(.2) 127C 7)  392(16) 763(16) 1040(12)

Note: Figures in perenthesis record the percentage of overdue
that is more than 1 year old, to total overdue.




&0

Table 18

TREND OF NUMBER OF OVE.DUE LOANS
FOR MORE THAN 1 YEaAR

As of As of As of As of

Insti- March Sept. March Septa As of March
tution 1980 1980 1981 1981 1962
Krishi 1(.1) 5(.6) 43(14)  176(12) 279(11)
Sonali - 3(.8) 51(12) s2( 5) 55( 5)
Janata 1 2) 572( 5) 51(34) 72(3%8) 101(41)
Agrani - - 4( 3) 47(20) 55(21)
Pubali - - 6£2(17) 68( 9) 193%(18)
Rupali - - 1(C 2) 4( 2) 5{ 2)
Uttura - 16( 8) 92(45)  1572(78) 150(82)
IRDF ~ - - 1(.6) 4u4( 7)
B3EL - 16( 3) 16( 2)  223(12) 221( 9,

Total 2(.2) 97( 4) 420(13)  800(12) 1113(13)

Notes: Figures in parenthesis record the percentage of overdue
joans that are more than one year old, to total overduc.

Both the amount and number of these overdues will in all
probability increase as the project continues; in percentuge terns
the trend secems stable or even declining. Any substantial rise in
ubsolute amounts and nurbers should be a nuthter of nedious CLo2
All institutions except Rupali have followed an upward ‘treud. This
indicates that loans in the previous .age (I'oup (6-12 months over-
due) are not being recovered fully and thus are becoming increcasii
overdue. Unless this trend is at least halted, if not reversed,
increasingly large amounts will become unrecoverable. This will
result in finuncial losses to the institutions and should be

protected through adequate bad debt reserves. Equally the adiinis
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trative burden of pursuing o livge number of deliguent ¢iieit.
will either increase overhecads or result in exicting staffl
ending more time as deliquent or bad debt collectors and less
on gservicing und supporting new and existing client borrcowers and
depositors. Lot effectively sexving viable and {;0od berrowers nay

of itselfl further accelerate the growth of delinquency.

Fhe August, 1980 and feornary, 1931 Qenortc showed how hich
overdues, which could distort an institution's overnll performance,
were usually confined to a few outlezn, Phe next table exanines this
by ;eparnting vutlets where overdues arc greater than 107, The ctotus
¢ the outlet is also chown ag to whether it isi- an old outlet opencd
in Phase 1(0); new opened in Phase 0 (1); vizble or potentially so

(7); vrobleuatic (P) or dropned (D). For detwils o <he lotber stiatus
. ] s b

see Sectien 1IUCh. 1 of this report,

Table 19
OVERDUES AT ALL OQUTLETS UNDER RPEDP

9]
2/ Overdues amonyg,
A/ Qutlets with Outlets witn outlets having
Insti- overdues more ove:rdues less less than 107
rution than 103 than 10 ___ overdue
Lrrenl N/V/thaoar;non 502

L 75,845 O/V/ snibuandha Q.
V2% g/p/syinet 45,5 O/V/ienrnar O
K/V/Larsingdl 505 0O/V/rabna 2
N/V/ielandah 22 O/V/Hushtia 2a
II/V/}Ihulnu 21.0 0O/V/Fanikgon 5
0/V/Rujsl 1.2 W/V/Myuensingh 6.2
O/V/Haduripur M.1 0O/V/liaijdee 5.8
ourt

(7) 0/V/ianzail Qa2
O/Y/¥aridour 9.6

(9)


http:N/V/iauint.di

2/

JORS]
[OTH

Overdues

20N

1/ Outlets with Outlats with outlets having
Insti- overdues more overduss less less than 10%
tution than 10% than 10,5 overdu.
Sonali N/P/Fhultala  92.1% 0O/V/3hahpur  1.6% 2, 5%

(9] a/
(18.67% LN/V/Ct.RBidra 49,0 O/V/Sitakunda 2.3
0/V/Goripur 26.% 0/V/iruliar- 8.7
Bazar char
1/V/2illavoard 18.8 N/V/Marfala 9.9
Bazar
N/V/Jotlpukuria 17.1 (4)
0/V/Birszonj 11.7
(6)
Janata N/P/Hoapara 92.2% 0/V/Jhiker-  0.0% 1.255
(14.5%) gacha
{/Db/Tajpur 51.1 N/V/Kumira 0.0
0/P/Paglapir 24,0 N/V/hankhan- 0.0
apur ¢
N/V/Brohmoraj- 33.1 N/V/Burghatta 0.0
pur
0/V/Buneswar  21.8 N/V/Banundi 27
/V/Tebunia 10.8 0/V/Baider- 3.6
bazar
(6) (6)
Agrani 0/P/Baligoan 25.6% 0O/V/Cadet 0.0% 1.C%
(4a3%) College
N/D/Phulpur 124 0/V/Chuknagar 0.1
0/b/Covikbazar 12.0 0/V/Bhatra 0.1
(3) 0/V/Sadhuhati 0.3
0/V/Hather- 1.1
petua
0/V/Shantini- 5.4
reton
0/V/Khamar 6.4
Bazar
N/P/Joyag 7.2

(8)
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2/ Overdues waone
1/ Outlets with Cutlets with outlets huving
Insti- overdues nmore overdues less less than 105
tution than 105 than 10% overdue

Pubali  0/V/Babuganj &% 0/V/Ellenga 5.0 2.0
(T1.47%) O/V/Shabaspur 19.5 (1)
3

(%)

Sunall N/V/.arhatta 17.5%  O/V/Mansha 0.7 4.2
M S/

(G.2h) Bazar
ii/V/Kakonhat 134 N/V/%ahmat- 4.9
pur
2) O/V/iajionj 6.8
N/V/hants Q.5

at
(%)
star:e  O/P/Foni 40.0% O/V/Panicail 0.0 U, 2
O/V/ilymensingh  1%.8 N/V/Atia 0.0
) .
() 0/V/Basan 8.8
(3)
JIRONE N/¥F/Gopalrur 60.7%  0/V/Pabusang 0.00% 0.%%
(2.7 o /e . -
ot 2 0/P/Morrelponi  27.6 O/V/Tslampur 0.0
O/P/Chowddn- Q50 0/V/3urhan- 10,2

CTAm uddin
O/V/Joydebrur 22.6 L/V/dhikar- 1.7
racha

Q/V/littore 20,0 N/V/Kalavoa 3.9
N/V/baudxandi 16.7 N/V/EaliakoirS.2
C/V/Dharrai 10.6 (6)
N/V/Sonagani 10.4

(8)



%/ Cverdues

1/ Outlets with Oullets with outlete having

Insti- overdues more ovardues iess less thanw 10

tution than 10% than 105 overdue

BSBL 0/D/Brel ncaria 81.4% U/D/Arjuntnla 0.0f 8.9%

i i . - . . vy sup s .

(48.75 N/V/dMalen(s) 5.2 H/V/Fauti 0.0
0/D/Talikjunira 74.2 0O/V/Pakutia 9.4
N/V/bheora(li) 1.8
N/V/Jacannath- 71,1 (3

puv
N/P/Deora- 60.6
Jdohila
0/1/Dubeln 59.6
H/V/dadubayra 50.3
G/V/Boaildah 58.7
O/V/JIhalaa(li) 58.3
O/P/Chugkali— 58.2
bnuri
0/V/Batszore 45,1
O/FP/Balunar 4.7
0/V/laltoli 25.9
0/D/Sreekrish-  324.3
napur
0/D/Bhabanipur 21.7
(15)
m .
J.utal - - .
o 57 4 4
(, .)'4’,3) 20 5 J
Hobtes: i/ Firures in parenthesis are institutions' overduer
a5 a whole as at ond HMarch 1982.
2/ PFigures in parenthesis are numbers of outlets of

cach type for ench instcitution.
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'his anal
there way te Come stotistinal biss due 1o a0 cunl off date o 51
March 1982 (di.c. = several oublens cione Lo TON) . Uverag o 5%
of 9% outlets hLnve overducs vrester (han 107, Tt i only tne

Institutions with rencrally low cveraues, dupali and Acrani,which

vwve hich overaves concor tentad in a Tew oul leta only. All the
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Aralysic 1n provious evaluations of the RYEP has indicnbed thad
unless drourht or sisilar mubtural cilamity oceured, overducs wore
citen a recult of poor outlet mansewnent. Ihe pre.cent consult:onte
are ol the view thot the most likels reason reople roepny louno i
capectalion that they will be able o seoure another fature oo
culerly and easily, (See Dociclo ieal deport of HMay 1902). 1n ot

words 1t ds o somatter of client confidenso. If averdues less thn 4
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nonths old, which account for 42.75 or all overducs,u.re cxcluded

and which are caused either:- by a dilatory attitude on the part

of berrowers or outlet stafl, or by less than expected cnterprice
income,or by too stringent repayment terms, tie evidence suggests
that where relations between outlets and clients are poor, overdues
vise. Examples of this, cited in field reports and other documents
include Feni, Uttara (40.0% overdue) wost BaRL ocutlets (ave. 45.7%

ovirdue), Babugang, Puvali (52.8% overduz).

Zecatse of this, the current unczerteinty about the future or
the REEP among the :LI'Ys ani the reduction in lending: since 28th
Fetoruary, 1932 when the ;5 reimbursencnts for disbursement was to
Yave ended;w1lll probably causc u shavrp increase in overdues and bad
dobivs, Whitle trend evidence is scanty,it is the coasaltants view
thet if lending operations to existing clicnus are noticeably cur-
t:lled or even halted,overducs will rise sharply and the nrospects
for hich recovery will be difficult, costly or even impousible. Good
wil: Yeiween danke:r and client and the ewpected mutual trust wiorce
vhe borrowoer knows he can Jdenend on the banx for his fubture credit
eeds nani the banker knowing the client will revay his loans, ie
cioloatty upcet when eitner of the paxtners breaches this trust. 1t
15 wexrected this may well be the case in tne immediste future in the
innerim overiod betwoeon HFEP and kP, Cace broken this mutual trust

very AirTicult to re-cotablish.
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PROFITABILITY OF THE PARTICIPATING LANDING INOITITUTIONG:

The ability of lending institutions to make reasonable
rofits from thelir rural londing vortlolios 1s eaxsential for the
success of any rural credit project ir. the obsence of such pro-
“itg, banks lave little incentive to p:ovﬂde adequate services in
raral areas, 2ven 1if their losses axe writiten off throurh subgi-

A e
4 et 0

This section looks at the profitabilicy and related issues

of the uine purticipating institutions during the twelve month
veriod, Aprail 1987 thru March 1982, Complete data is presented

in the tnree tobles in Appendix - A at the epd of this chapter.
wwever bto hisnlight more important zspects ol the analysis,

svrcial sumnaries of these tables aro prescnted below.

Tavle - 20
PROFITABILITY O TWSTITUTICHNS

Institution Actuals
Krishi 8. 2%
Rupali 6.8
Sonali 4.9
IRDP 4.8
Agrani 2.7
Janata .6

Pubali
BiBL

Uttara
Average 5

NN .~

A/ % profit (loss) of average monthly outstandine loans.

o/ Oee table - A in appendix for more comprehensive details.



During this lavest 12 month period,all

- . . e
RFEP, is alse fvlly profitable.

its losses 5o that it is now unly marginal

e
AT

While Pubali, B83EBL and Uttara have relinced
institutions continue to lose considernnbnle
These are proJ

b

6
imbursenents fully cover the losses. )

The currp

e
all institutio

March 1982, is detuiled in Table~B of the apnendix,

surmarises this by institution.

Table - 21

STATUS OF OP=RATING CQUILETS

Y pis A deay b N
lll‘)41tul;10n:}, 23

ish
fitable and Agrani, for the first time since the

. NI LI N .
Janata has

cet computed losses not wactual

£

(e

't

"

B ™

wced their 1

oo

G
Py
c
©

y Hupali, Donall exnc IRDY centinue Yo be comferiubly proe

ineeption of {he

comnendably roduced

non-profitavle,

thelr losses, oll thra

o e e ey
waounts of ;LL-JIL’.‘f:/a<-‘(-) LU

Lecanse thno o+ op 1o

nt financial status of £5 operating outlicts wmar;
JARS

ns which have been oren for a full year up to 31

Table 271,

™ V1T ar IEa k] LTy ~ Ay . ,]
MELSULRED BY DHEIL PROFITABILITY i

ho. of Noc. of No. of
non-viable
outlets.

profitable
outlets.

maresinal

Institution outlets,

Total
operational
outlets

Krishi 12
Ix2DP
sonnli

Agrani

Janata
Pubali
SBL

Uttara

All Institu-
tions.

&9}

O 20 O 0 &3 0O o W

9
7
6
Rupali 4
4
1
1
0

PN
' W U W oW WO

4 (52%) 5

a

—~
N
&

7%) 35(41%)

15
1%
10
9
7
()
4
13
5
85(10¢%

4/ Does not include aropped outlets (10) and three Very now
cutlets (Lurghatta and Xumira of Janata and Sonagazi of
IKDF) which Lave not been cpen for the full 12 months

period.

PR E )

27 Mavirinal ovtl. . are those n
bility to 2/ loss.

v vve E . 74 2o
wnl ange i.oom 2% pro. ita-
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Table -~ 22
T & m i AN A T [SIA SR WY SR NI | q/
J.l\SJIA.'JIIIbu.lL I-\..L-'.’-.’\i:.;;. ol itinal
T
4

BETWEEN LOAN INTEREST RATE AID THAT FUR EORRCWED FUNDS

Interest earned Intcorost paid at
en loans outlets fo

Ingstitution disbursed. vorrowed funds >pred
Rupali 28.4% IR 15,5
Uttara 273 1249 14,3
Krishi 21.1 OG5 1.5
1RDP 2%.8 10.¢ 15,8
Sonali 22.5 110 1.5
Agrani 22.3 12.0 11.3
Janata 22,0 5.0 9.0
Pubali 20.8 13.0 7.8
BSE 2403 17.3 PG
Average 22.8% 12.0% 10.8%

Notes: 1/ See Table-A in Appondix. Interest paid on »aanh
is ignored, as an average it accounts for only 4.
of costs dnd absorbs only 3%.8% of income anong Jll
the institutions and amounts to only 10¥% of the cort
of borrowed ifunds.

All the profitable institutions have spreads greater than
10% while the non-vieble institutions generally have lower sorenin
Conversly Uttara, the least profitable institution, has one of the
hichest spreads. The next table below shows that the non-viable
institutions, except Januta, would require a higher sprecd thuan
the highest zurrent spread, that of Kupali, in order to be profi-
table. This suggests that the intercst pread Lay 1ot be the noot
critical tactor determining profitability






~
{) I

When the reserve for bad debts is included in interest
rate calculations, the effect upeon proefitebility becomes clearer
The institutions with hicher overdues generally find the larger
proportion of expenses beins absoined in this way. lHence a wid
er cuost to earnings spread is necessary for such institutions to
le

b

be profitatile

Table - 24
HESERVE FOR BAD DEBTS AS A PERCENTAGH QF TCUTAL EXPENSES j/

% of overduc loan An't

Institution % more than 6 months old
BSBL 39.4% 30.2%
Pubali 3161 31.9
IRDP 275 9.7
Sonali 27.3 21.2
Krishi 20.6 51.8
Janata 20.1 56.8
Agrani 17.5 60.2
Uttara 10.6 75.8
Rupali 9.2 17.9
Average 25.2% 34 ,9%

Notes: 1/ See Table-A in appendix.

It was reported in the earlier analysis of overdues, that
not only is the size of overdues critical but also their uge.
The older an overdue loan becomes, the less likely it will ve ro-
paid, and the rcsultant rescrve for such non-payment must be ad-
justed upwards accordingly. For example BiBL and Pubuli, with
larpge amounts of overdues and a considerceble proportion of thoese
more than 6 months old, need a large bad debt reserve. Cn the
other hand, Agrani, despite its low overdues, needs a higler
reserve than night be expected due to the age of its overdues,
IKDP's proportion is high despite its low overdues becaurs ite
other expenses are low. In the case of Uttaura, the reverse of
thils 1is true; Uttura's other expenses are very high. Rupali i:
the most ideully placed, having both low overdues znd a low pro-

ortion of thesec more than 6 months old.
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The third factor to consider iz the cost of dishursing
loans, which the next table presents in thrce Way sy Lhie coot
per loan disbursed, the current proportion of costs accounted

for by overhecad and the smount oI income consuncd by these coste,

Table - 25
1 N - 1\ A N, CLUNTINY TN T N Y ~ st (I
ADMINIOTLKATIVE CUST O DILSBURSING LCALS —-/

Salaries and
allowances ws

0’

v of total Salaries etc.

Cost per loan costs less as % of income
Institution disbursed (Tk) 2/ reserve earned

Uttara Tk 469 59.2% 79.5%
Pubali 179 9.7 2007
BSEL 140 10.8 8.9
Rupali 1410 41.5 28.6
Janata 99 57.5 354

Agrani 79 L) 24,9
Krishi 75 )2.8 15.48
Sonali 50 1%.8 e

IRDP ) 29.% 16.9
Average Tk 83 27 .6% 17 7%

Notes: 1/ See also Appendix-% at the end of this chapter.
2/ Includes:- outlet staff salarie ¢s, travelling allowan-
ces, statiorery, office rent and head office expenses
for the yoear onding 31, Kuarceh 1982,

Here again a stron.: inverse relationship is observed, with
the institutions huavin- the hipghest proportional costs being the
least profitable, notably Uttara, BOBL, Pubuli and Janata. Rupali
too has a high costs thougn its low overdues and rocd cost to ear-
nings spread compensate for this. As regards the cffect upon cvar-
ned income, except for BSHL where salaries are low, {he non—yrofi-
table institutions tend to consume over a quarter of thelir incon
on salaries and other administrative costs. But as rupaii and
Agranl are similarly placed this particular correlation is less
clearly defincd.
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The fourth and final facter is the volume of lending. This
is most critical because the only meanin:-ful source of income for
the RIZP institutions is the interest ezrned on loans disbursed.

A low volume of lending limits income so auch so that no mattor
what the overhead is, or how gcod the eollections may be or even
whether the cost to earnings spread 1s generous  Lhe lastitution
will probubly not be prefitable., Table-C below chows the cxtent
by which the four institutionc maxing losces curreontly, would necd
to increase lending in order to oreax even and in doing so the

table assumes administrative costs and coverducs would remain cono--

tunt.
Table-26
MONTHLY OUISTANDING LOAN BALALCE [oGUIREL AR OUTLLT
T0 MELT TOTAL COST: ( ACTUAL BASIO ) OF THOSE INSTISU-
TICNS SUSTAINING LO.O3ES 1/
Current monthly Averure nonthly ¢ change in
balence w‘ oult~ balance reguired monthly balurncey
standing loans to cover costs required to
Instituti Taka in 000's aka i 5 cover coskts
Institution Paka in 000's) Taka in 00C's)

Uttara Tk 143 Tk 214
Pubali 723 1017
BCBL 437 575
Janata 309 321

4977

40.7

31.6
5.9

+ + + +

Llote: 1/ Excludes dropped outlets and those not open for more
than 12 months and includes the anpropriate share of
Head Office Ixvenses.

While in percentage terms the increzses seenm high, the
levels needed to be achieved by Uttara and Janata are not high
by the standards of Rupali (Tk 552,C00 per outlet),IRDP (Taka ~
319,000 per outlet) and Agrani (Tk 717,C00 per outlet). B3RL
weuld need to reach guite a hirli level of lendinge, though tiisg
has wlrcady been achicved by three outlets respectively of both
ITRLP and BOBL itself. Fubali on tne other hand would neced o
nchieve per outlet a level of lending that only 2% outlets have
aehieved so far (of which 14 are Krishi and 7 are Sonali who have

+

by {=r the largest operation in the RFEP).


http:i;.ns.ti






















STELINTIN A TABLE

[ NTEREST RATES CHAKGED FOR BORROWED CAPLTAL AND VOLUME OF
LOANS OUT STANDL NG I N RELATION 1O PROYIILELIITY
12 MONTHS-APRIL 1981 TO MARCH 1982

Interest rate needed to cover Monthlv average balance of loan

Effective interest . .
outstanding Taka in 000's

Institution rate earned = = 0 @ e s e
1 eratine All operating
All operating .M ”ope ating . . Amount needed
cost cost exclusive Actual
- - to cover total
reserve for bed eracine
debrs operacing
costs
Actual Actual
KK SHI 21.1 13.3 10.5 21.323 13,408
SONAILX 22.5 17.6 12.8 11.165 8,724
JANATA 22.0 24.9 19.9 3,044 3,441
AGRANI 23.3 20.6 17.0 3,856 3,403
PUBALL 20.8 29.2 20.2 2,893 4,067
RUPALL 28.4 21.5 13.6 3,268 2,479
UTTARA 27.3 41.0 36.7. 714 1,673
I RDP 23.8 18.9 13.7 3,553 2,328
D SBL 24.3 34.3 20.8 5,856 8,272
TOTAL 22.8 19,5 BRVERE 5,072 47,695
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In table B-~i, the average awnual administrative cost per
outlet of cach noend Uthe cyarnne of all othe aotitne
tions hus been Copooabe ounler contg oo oo po-
tituticon ocre u table B-11 vo bB-viii, Table Hex o
gantg the aver cogh of dic77eont cuterories o ooy
and other costs of ench institution.

Table B-1 chows that She avernoe arnanl outlet nduipios:s
tive coot 1o Mk, AS 02000, T oo ol veriution 1o L.
A00,00 for Sorall to Ty D4,796.00 for Exisni. Ghile Jonoiil
average for «il oontlets g Tl 28,7600 0, the oog S AN S

old ountlets averages T, 27,244,00,0 Inic is due bo thee lunpe
staff ot theso cutleto, Donadi's ouvler oot 1L quite bow Lo
use the Krishil OShakbha inchurye who Punctlons as o loon 07 boe:
is a low poid evopvloyee with the status of clerk. The avorn-
outlet cout o Agrani is also very low at T, 28,97/.00,.  Tnls
is bezause Aprant dows not hove any definite staff pulicy in
respect to excluclive ascignnent in the (Viar,  ITts onbiols arc
managed mestly by utilizing existine branch staffyenonring oo
mug economy sind keepinge conts low.  Thoush the overa!l e
15 Tk 29,687 .00 the cost of three lastituiionn; noiobi, Fuhe
and Rupali 1o ebhove Wl B4,000.00 crch, Gy Lhe canand
average oatlet cost ol the Zive moot corparsbhle baniing Yoiehid,
Janava, rubali, swpall ond Ultera, 1o Te. 44,048,

Tuble B-x chows that tihe calary of Loan Officers o' the
differcnt banve varies widely . Loom otficer: ol come brolts o
i the poy scale ol Do 7% wo T 1479 waile lorn ot ficors o
Rupali, Iubatiy danata and Epichi ar: in the puy scale of s,
750 to Tk, 470C. Tre vardietion in totqad oalary in boonoone o
loagn officers wre cenior, deowiay salacion ot the fop e of
the scale,  [There 1n Jess variatioen in the salaries of o rooon
assistants but some banks have assintants on fixed calorion o

scale

rates of pay.

e
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Table Bi

AVERAGE ANNUAL ADMINISTRATIVE CO3TS
PER OQUTLET(TAKA)

Budget Houd

Institution Salary Travel Statione fent Medical Total

Krisht L3815 8449 180 1200 - 53644
Scnali 22340 4020 &00 1380 w 28340
Janntie 29532 3771 240 600 - 34143
Agrani 23630 4562 751 408 - 28977
Fubgli L4376 1512 1851 2850 4197 54766
Rupali 39978 3147 600 450 - LT
Uttara 33485 3446 410 600 - 37949
Average 32879 4075 662 1070 - 39687

i/ Hot inciuded in cazlculations for average costs.



Tible B ii

MONTHLY ADMINISTRATIVE CC3T OF QUTLETS

KRISHI BAKK

Budget Head
Cutlet Selary Travel Statio- Mediesl Rent Total Vol. of Total No.of

nery loan Borrowers

. B — ka&COO°§)

Malendah 4950 £20 15 - 108 5&G5 2537 1174
nargour L4183 839 15 - 1060 433 1720 1159
Maijdeo Court 4443 1000 15 - 130 5533 1079 838
fajshani L4772 1000 15 - 160 5287 2383 147C
ushtis L3867 850 15 - 100 5332 2045 1105
Manikgon) 4200 15C0 15 - 1CO EEL5 2117 1348
Paridpur 4305 800 15 - 100 5220 2715 14384
Gzibandha 105 i3tele] 15 - 1C0 5021 1553 928
Yaratia 3931 615 15 - 1CO 4551 2077 1284
Pabua 42C0 800 15 - 100 5115 126 1132
S;ylhet 2575 09 15 - 100

N
0
(@]
=
-.J
~
o
\N
s

Khulna 1934 5GC0 15 - 100 2549 1686 74

fladaripur 2539 3G0 15 - 100 2854 1808 1507
symansingh 1609 500 15 - 1G0 1414 712 484
Thakurgaszn 3038 350 15 - 100 3563 1289 800
darsingidl 3098 350 15 - 100 3563 423 313

=t 43315 8449 180

$
-3
o
o
o

53644 1657 997



Table 2B 1ii
MONTHLY ADMINISTRATIVE COST OF OUTLETS
SOHALI BANK (TAKA)
Budget Head

Cutlet celary  Travel Stati- Hedical Rent Totel Voi.of ionan Total No,of
cnery . (Tx,000%s) Berrowers

cinglatalil 26142 300 5C - 250 3212 2000 891
Yuliarchsar 2672 300 59 100 5062 1500 785
Birgen? 2642 Z002 52 - 100 5062 1600 272
Snahour 25642 350 =0 - 700 3112 1500 765
Sitaxunda 1812 300 50 - 700 2262 1000 676
Jotoukuria 1252 250 50 - 100 1762 1500 801
Werfuls Bazaeri2s2 550 - 50 - 100 1952 1200 750
Ziila Board 1448 300 50 - 100 1898 1500 650
Court Zulla-

inc 1443 z30 50 - 100 1898 4000 457
FPhulialio G57 300 50 - 100 1407 1000 530

Annual avers
az¢ per
cutiet 22340 4020 600

1380 28340 1380 685

el
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MONTHELY A“HIPIST.
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T VE COST OF OUTLETS

AGRANI BANZ (TAKA)
BUdget Head
Cutlet salary  Travel Statio- Mealczl ~ H{30%° Totel Vsol.of loan Teotel No.of
nery - _ (Tk.000's) Borrowers

Cadet Colilege 2551 250 100 - 50 3061 LG6 635
Shadihuhatl 2055 5CO 75 - 30 2660 503 415
“hamar 1235 200 52 - 20 1547 250 300
Siira 2135 29% 11 - 350 2L72 322 288
Santialelian 1759 500 75 - 30 2364 328 635
égs‘ﬁérvo;%- )

let 25630 4188 751 - 408 28978 384 467
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Table H, 1

MONTHLY ADMINISTRATIVE COST OF OUTLETS
RUPALT BANK (TAKA)

Buadget tlead

Outlet salary Travel Statio~ Fedicel HRent Teiel Vol,of loans Total Ne.of
nzrv e e (JE:O00's)  Berrowers
Manghabazar 3740 323 50 - 25 4148 350 309
Rajgend Joee 400 50 - 35 4013 500 37C
Ralinatl 3€54 316 50 - 30 4050 &00 931
{hans Hat 2404 - 50 - 60 2514 1200 496

Axnual aver-
ages »neo out-

let 30978 3147 600 - 450 44175 713 527
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