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Mr. M.A. Majid Molla,
 
Chief Officer,
 
Agricultural Credit Department,
 
Bangladesh Bank
 
Dacca
 

Dear Mr. Nolla
 
I take -asure in transmitting the Second Evaluation Repcrt of the Rural
 

Finance Experimental Project. It contains two volumes
 

Volume I : Executive Summary
 

Volume II; Main Report
 

As will be noted, considering the late start in lending under the Rural
 
Finance Experimen 31 Project, on 
the part of all but one of the lending

institutions involved in the experiment, considerable progress has been
 
made in reaching the tar-et group with loans and in mobilizing savings 
among the target eroup. For example, ovcr five times more target house
holds had a loan on Decer2>eo 31, 1979 under RFEP than were being reached 
by lending institutions prior to initi-tion of RFEP. Seven percent of
 
the capital required for target group lending operations has been
 
generated from the sav,.T.,,; of the target roup itself.
 

One of the greatest dofi2ciencies to-date appears to be the implementation

of the individual charactristics of the: vario s credit delivery models 
on the part of tlih lcndin' institution,3. 7he existing situation is 
discussed in some detail in Part F of the Report. It is my opinion that 
the next evaluation report which will l.,compl,. ted before the termination 
of the present contract, sihoul.d analyze in depth the current operations
and problems involved in the ful! implementation of the individual credit 
delivery models called for in th( experiment. This should be done so 
that concrete recommendations can bu mde with respect to their continua
tion, dropping or modification.
 

Sincerely yours,
 

Alvin Hayne,
 
Pres ident.
 
Clapr) F. Mayne Inc.
 
For the Joint Venture Firms.
 



NOTES 

1. 	 In some of tables we have utilized the Banqladeshi system of 

crores and lakhs and in other tables the English systeo, was used 

giving quantities in millions and thousands. 

2. 	 The tables relating to the discussions are to be found at the 

end of each chapter. This has the advantage of not breakinq the 

text by the interspersing of tables and still placing them 
in
 

close proximity to the text. 

3. 	 In this report we have used the initials BJSB and BSBL inter

changeably when referring to the Bangladesh Saabaya Bank
 

Limited.
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PART - A 

MAGNITUDE OF THE RFEP EXPERIIIENT
 



---------------------------------------------------------------------

I. 	 TARGET ANID NOIT-TARGET HOUSEHOLDS IN 

THE LENDING INSTITUTIONS' AREAS. 

1/
A. 	 The Objectives of' the Rural Finance F.xDerimental Prcject-

The Project will provide the opportunity to Bangladeshi credit ins-

titutions to xperiment with various systems for extending credit 

to small farmers, includinr tenants and sharecroppers, other poor 

rural producers. and for recovering the resources lent, on time with 

interest. The principal objective of the Project is to identify, at 

least, one credit model which is successful at both extending, credit 

to and recovering it fro., the tart7er !,roup. Corollary objectives 

are that the succe ;- credit 5yst(re identified -be self-financing and 

capable of attracting capital for expandced lending through rural sav

ings progrms. Speci-lically an endeavor will be made to test the 

effect of intcres't rates on loans ranging from 12% to 36 and the 

payment of rrates on savings fro:n I]1 to 15'. Also several savings 

Models are to 'e deveolened and tested. 

B. 	 List of the Various Credit :odil.

1. 	 Group and Cooperative Lejniing 

Three lending institutions will encourage the formation of groups 

for the purpose of' extending credit. 

Shakha 5ub Branch2. 	 Krishi G 

Sub-branches will deal. ex(.ILusively with agricultural credit for 

small farmers 

-/The objectives of the project arc restated so that this Second Evalu

ation may be 7ef-contained.
 

2/Taken from the Project Grant Agreement between the: Peoples's Republic 

of Bangladesh and the !jnited States of America for the Rural Finance 

Experimental Project, Date 31 August, 1977. 

1
 



3. 	Area Development Approach
 

It will try to identify community development projects and to provide
 

the credit needs of various strata and occupations of the local
 

population.
 

4. 	 Budgeted Line of Credit 

Attempts to e._tond the credit to areas beyond merely that required 

for inputs. mintx:ance might be included.iomal items 

5. 	 jma1 7'i r erv icJ.3 i;cter 

The establishment of local commercial enterprises spe-ializing 

in one-sto!- availability of all agricultural input requirements 

supported by suplier' credits. 

6. 	 Barker as Ombudsman 

Serve not onily as credit officers but alr7 agents to arrange 

for assi;tance from local agricultural extension agents, rural 

health c .nters, etc. 

7. 	 Villa,- IntA Model 

Use of a knowl tceable villa-er to act as an agent of the lending 

institution, 

In Chapter X V wc have used a different classification of the models 

which r,flocti; the functicnal aclivities involved. 

C. 	The ,hize of The Areas In hiich lhe iiodels Are Being Tested As 

Ieasured By iVumber Of iousehrlds 

At the prscsnt tim: 1IO is beis: carried out through 62 outlets of 

nine different 1;ndii le i iutions. In Table I-1 the total number of 

housebc-1Ws in the arcas covc'cI by each of the nine lending institutions 

is provided to ,ethx' with avra> number of households per outlet. 

The data used is not the inr'cretion collctcd by the lending insti

tutions, but information collected arid developed by the Conultant. 

For thosu outluts covered by the Baseline Survcy the number of 

households :as determined by 1- complete enumeration of the households 

in the area. In tfi(; cafs o- . areas in which no Baseline survey 

was conducted, the 1974 Census wa:s utilized and projected to 1979 

by increasin{g the number of households by about 3% per year. It was 

2 



decided to utilize the information collected by the Consultant rather 

than by the londing institutions for-a number of reasons which are 

presented in tor ItI f t2i. rc'Qrt. 

It will be noted that the size of the outlet varies considerably by
 

lending institution. For example, the aver&go number of households .n
 

the Krishi aroas amounts to 1381 households whereas n the case of
 

Janata and Sonali the number of households per area average 341 and
 

380 respectively. It will be seen later, when the porformanoe'of the
 

various lending institutions is analyzedjthat the difference in their
 

performance may be partly explained by the variation in the differences
 

in the size of the outlet.
 

The total number of households in the arcai covered by Experiment
 

amounts to about 44,000 with an avcrage size i.:;*,1"'- 70 h6ulaholds 

per segment.
 

D. Estimatad 1Numbor of Target Group 1touseholdo 

The actual population of households for which the Exporicient is designed
 

is the so-called target group families. Utilizing special tabulations
 

of the Baseoline Survey we separated those households with gross cash
 

income of less than 6000 takas and with ovrior jultivatod land amounting 

to 2.0 acres or less. For those householdo without farming activity,
 

only the gross cash income criterion was uud.
 

The results of the special tabulations indicate that for all the lend,

ing institutions taken together the target group accounts for 63.2%
 

of the total number of households in the areas or 27,826 households
 

(see table 1-2). If the income criterion alone had boon utilized then
 

the percentaGe of target group households would have been 72%.
 

Approximately 65% of the housoholls with some farming activity had a
 

gross cash income of 6000 takas or loss while 88.5% of the households
 

without farming activity had a gross cash income of 6000 takas or 10s.
 

Because tho areas in which Sonali is opora+in, have a relatively small
 
proportion (45.9%) of target group households the average sito of oaoh
 

area, as measured in the number of target group households, drops to
 

174. This is in contrast to the average size of Krishi's areas of
 

890 target group houochclf.:
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E. 	The olative Importance of Households With Some Farming Activity 

An.-ThoI ut Some -Farming -Activity 

It is important to understand the extent of farming activity in the
 

areas covered by various models because it will tend to condition the
 

proportion of various types of loans which can be effectively made with
 

viable results. In Table 1-3 there is presentcd a comparison of the
 

percentage of households with some farm activity among th3 target and
 

non-target group households. It is soon that, on the whole, only 52.6%
 

of the target group households have some farming activity. In contrast,
 

87.7% of the non-target households have so:io farming activity. We are
 

beginning to see that the policy of trying to maco crop and other
 

agricultural loans to target group households ma y run into some diffi

culties. Only the non-target households in the Sonali areas have a
 

relatively small proportion of households with farming activity.
 

This sooms to imply that commercial activity is of great importance
 

in the Sonali areas.
 

It is to be noted that the proportion of target Q'oup households with
 

some farming activity in the Krirhi areas is less than 50%. This may 

be a partial explanation as to why Kriohi loans, at least at the
 

beginning, tended to be for non-agricultural purposes. 

F. 	Average Household Gross Cash Income Among Houscholdo with Some 

Farming Ativity 

We wish to examine the source of income of the target housoholds,
 

ospecially as it relates to farminj and non-farming activity. In the
 

previous section the proportion of households with and without farming
 

activity in the targo and non-target Sroups was estimated in the 

Experimental areas. It will be soon that a good part of the income of 

households with some farming activity is derived from non-agricultural 

sources. The best way to son this is to estimate the average income 

,from each of the two sources - agricultur1l and non-agricultural. 

In Table 1-4 the results of tho computation from the Baseline survey
 

is presented for tho target group households. It is soon that the
 

average gross cash income derived from agricultural activity amounted
 

4
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to 1205 taka while that from non-agricultural activity is only slightly
 
smaller being 1143 takas. Tho.averago combined income of the non-targot
 

group housohold is 2348 tak,
 

As might be expected there is considerable variation in the situation
 

in the areas of the different lending institutions. The average income
 

derived from agricultural activity in the areas serviced by Sonali is
 

almost twice that derived from non-agricultural activity. In the case
 
of the Uttara areas the average income derived from non-agricultural
 

pursuits is over three times that obtained from agricultural aotivity.
 

In Table 1-5 similar information is presented for the non-target group
 

of households. Naturally, the level of income is much higher. Overall,
 

the non-target averag;e income is 8000 takas or almost four times
 

higher than the averago ihcomo for the target group. The proportion
 

income dorivod from agriculturl activities accounted for 58.3% of
 

total income whor-as among the targot group the proportion of gross
 

cash income from farming activity amounted to 51.3%. 

Again there is a definite variation in the proposition of gross cash
 

incomo from farming and non-farming activitios amonS the households
 
in the areas of the different lendirn institutions. Essentially, the
 
differences follow the same patterns as are to be found with the
 

target ,roups except that there are two institutions in which the
 

income derived fro~m farming activity clearly tends to dominate. Those 

are Krishi and IRDP. Thu Uttara non-target familios with some farming 

activity derived most of their income from non-agricultural aotivity, 

the came as do the Uttara target tp-v"- households. 

0. Avorago Inomo of All Target And Non-Targot Householdo
 

In Table X-6 the average gross cash income for target group households
 

without farm oottvity is shown to"ethor with those with farm activity.
 

Tho former tonda to earn oliihtly highor inormo on the average 


2483 vs 2348. Tho average income for all target group households
 

,is 2445 Takas. Housoholds without farm aotivity tend to earn slightly
 

morat with the oxooption of tho DSDl householda,
 

S
 



The samo picture is found with rospoct to non-target households as can
 

Io. .. -oi .
bo son i.n Tableo 1-75i.o theoreI ar vcry. fsn.non-targot housoholds
 

without farmino activity (2oo Th.blo 1-3), tho influonco of those house

holds on the avoraoQ incoomo of all non-targot households tonds to be 

small. 

For general interest thoro is prosontod in Tablo I-8 a comparison of 

the average gross cash incomo of thc tarout and non-targot houseoholds 

in the areas served by each lending institution. 

H. Source of Gross Cash Incomo Of Targot And Non-Targot Households 

Wo aru now in a position to detorline a vca.y sirificant oat of 

statistics for thc oporation of the various modolslospooially with
 

respect to the policius r'6arding tho purposo for which the loans
 

should be mado. Tho total gross cash income coning from agricultural
 

and non-agricultural sourocs can bo obtainod by multiplying the
 

average income from each source by the appropriate number of housoholds.
 

Actually, we utilized thQ tworkshoeta used to dorivo the avorago inoomos. 

In Table 1-9 the porcor.ago of income dorivcA from aericulturil sources 

for target households is compared with tho proportion dorivod from such 

sources for non-t.rcot gtroup housaholds. Also in the table, a comparison 

of the purcontaeo fr,, non-agricultural souroos is given for target and 

non-tartest housoholds. The important finding given by Table 1-9 is 

that only 26.3,, of tho gross cauh incomo of the tarjot group housoholds 

is dorivod from ct.ricultural aotivity. Thia is a contrast with a 

52.31 fiaure or double for non-targest group households. Only tho targot 

and non-tarapt housoholds approach oash othor in this rogard in tho 

Sonali areas - 41.7% of tho targot group's inoomo comos from a~ricul

tural aotivitios as oimparod with 53.8% aona tho non-tar3ot group 

housoholds,
 

to tho
Tho signifioanoo of this tablo in that it raises quostions as 

purpono of tho loans which should bo madc to target group familios. 

Can thoy really unu loans for aCricultural purpoose whon only 

26.3% of thoir gross oash inoomo in 6onoratod from agrioultural 

aotiviti?
 



It was found that the Rural Finance xcporimental Project is taking 
place in areas with about 44,000 families. Of this number it is 
estimated that nearly 28,000 bolon, to the target group or about 62% 
Furthorme only about 52. ( of the targeat group households derive 
any income from n.6ricultural activity in contrast with the non-target 
group in which 07.#71a of the households dorivo somie income from far
mine activity. Nearly all of the households without some farm activity 
fall in the target group- 88, 5 . Even among the target group
 
households with some farmin; aotivity only 51% of their gross 
cash
 
income is dorive from farmin: activity. the remainder is from non-.
 
maricultural sources. 
 The avora(o income of target households with-. 
out farmin' activity tonds to be sligjhtly higher, 

The averao income of non-targert (roup houcohol 4.a tends, to approach
four times that of tho income oftar,et froup households. The moat 
siGnificant finding is givon in Tnble 1-9 whore tho souroos.of inoo
mo for tarCot and non-target "roup households aro presented. Ovorall, 
only 26.*3 of the gross cash inoot, of targ:et group households in 
derived from naricultural aotivity contrastas to 52.Z' for non
target households. This raises the quostion of the kinds of loans 
which should be given to the target ,"-roup households. In order to 
gnerato oauh incomo to roay the loan, tho loan must be somehow 
rolatod to their normal souroos of cash inoome or at l ast to their 
potontial sources of oash inoomo, 
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Tablo I-I
 

Total Numbor of Tnr,-,t rnd
 
NIon-Tar,,:t Group Houscholds
 

Lcnlin,; Numwur of Iunml :r of Avorapc Number of 
Instituticn Arces H1ouochcl s Household per rca 

1. Krishi 12 154' 13 1
 

2., Sonali 5 1900 3W0 

3. Janr.tt 5 1703 yI 

,. I'hr-.ni 10 7C3 47 

5. Pubali 4 3374 64 3 

C, fupli 3 1,12 .171 

7. Utt-'r- 4 25rC C3C 
5 69'1553I3
IRDF 


9. TS9LL 11 7210 C55 

To t (i ',, 7I0,C2 )35 

1/hiu t;uthhe trit,.l nubur ,)f' I;us Aii)I, ii tho arca in which thuio 

institut icno %ro r, r.-tin ,J, (t tho :onb;rii of the cooper

ativm which is much lowor. 

Sourco : 'uulin, Survoy ;inl ccnnun of 1974 p;roj~ctod. 

http:I'hr-.ni


Tablu 1-2 

Estimatccl Nuber of ouhols in Target Group 

Londin,: '-rcontrin 3ti, tcl -ho;r Avura;c INunibcr 
Institutioi. Thr ,wt Grouw in Tar t Group Per OutIct
 

1. Krishi C4.5 	 10(90 3091 

2. Son-.Ii ,5.9 	 872 17, 

3. Janata 62.4-	 10 3 212 

4. &1rani 56.0 	 27(3 276 

5. Pubali (3.5 	 2311 573 

C. Rulli 76.0 	 1073 358 

7. Ut ., .ra 60. 	 1530 3G3 

6. IaP 54.I 	 2,; C3 302 

9. 1S3TL 70.2 	 5061 ,60 

Total 63.2 	 2782C 449 

Sc~lroo i 	 Tar :pot ;roup pcrcont,.,' c; from Danoclinc Survoy ap;liod to total 

numbor of houuuh. lIn. 



Table 1-3 

Estirjntd Porcont'v o of Tar::ot 
and Non-Thr:yct Group Houscholds 
With Su %ii.d Act ivit~y 

Lending 

Institution 

Pccrcont of -tt 

.,!: .oushith Some 
Fa-rm Activity 

Percent of Non-Tar!-et 
huusc1:1ds With Somo 
Farm Activity 

lo Krishi 49.3 83 38 

2. Sonf i 6r.4 54.3 

3. Janata 55.7 82.8 

4. A -,rani U,(.3 95.4 

5. Pbali C6, 97.1 

6. Rupali C5.1 97.1 

7. Ut tara 5(,3 85.3 

3. IRDP 55. 94.4 

9. 331 37.3 63.3 

Total 52. C 07.7 

/ Uoi Jitod by (timatcd number of -ipropriate housoholAD in 

cach crou!it molel. 
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Lcndin:' 

Inrtituticn 


1. Krirshi 


2. Sonali 


3. Janata 


4. A!rani 

5. Pubali 

T. lup;i 


7. Uttara 

-1, IRDP 


9. DSDL 


Total 


Sourco : 


Table 1-4 

Target llousAiollp With Some Farmirg

Estimatedi Avcruro Income Per Hous hodDer'ivbY [~o A:ritT ural ana
 

Non-A, riculul by Crelit
_ctivity 


( Inmkr' ) 

Avcra o Gropj C:josh Income Per Houschold 

From A,;ricul- Prom ,on-A';ri-
tural Activity cultural Activity 


1,300 1,070 


1,416 7.* 

I,017 I,525 

'72 1,495 

1,154 1,370 


1,139 1,157 


604 2,022 


1468 I1,17'! 


77 1,799 


1,205 1,143 

Eatimritcn utilizin; Baselino Survoy.
 

Total
 
Income
 

2,370
 

2,160
 

2v542
 

2,367
 

2,524
 

2,29
 

2,626
 

2,04C
 

2,676
 

2,34-2 
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LcnPi 
Institution 

1. 	 Krishi 

2. 	 Sonli 

3. Jan ata 


<. Aurani 


5. ub11ali 

C. 	 iuj;Ji 

7. 	 Uttrra 

I3.
ID 

9. 	 7h3BL 

Total 

Source : Esti-,, 

Table 1 - 5 

Non-TarputHouseholds with Some Farm 
Activity : Avcrryc -7r7717Incomeo 

ro u-turp, c.m Ion-Au-icultural 

( In'jk ) 
Av,'i-L :; (Gross,(,ts Incone Pur liouschold 

Irom A ricul tu- From IPr.
ral Activity A ic:t.C_-_,_I_____l Total 

AC Livi ... . Income 
, ,51n 2,7;3 7,261 
,-,3 3,2 5 7,948 

51000 3,306 8,806 
3,"95 3,310 7,205 
4,715 3,092 7,807 
3,311 3,742 7,053 

2 ,8 
6,617 

61562 
3,024 

9,460 
9,.I 

3,541 3,759 7,300 

41,669 	 3,34,1 0,013 

frori 71aselinc survoy. 
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T;iblo I-C 

Target Group I~ousholis: Comrparison of 
Average Income For Household With Some 
FarmingI 1d folusholdo Without Farmiv,, 

(In Takn ) 

Avora(4e Income 

Lcnrling Ilousoholdo r1ith Ifouseholds With- All TargetInstitution Farrinrw out Farmin" flouscholds 

1. Krihi 2370 2,t40 2107 

2. Sonali 21(0 29 (0 2400 

3. Janatz' 2542 2335 " 5 

4. A;rani 2367 2450 1950 
5. Puhali 2524 2232 24r3 

C. Ruali 2296 2036 2223 
7. Uttara 262C 2435 2165 

8. lIDP 29,49 270 

271,.04 
1745 

Total ' 234 243 2 45 
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Tablo I - 7 

Non-Tarr,-ct Grou.1 Iou choldu:: Comarison 
of AvDra-o Incor.c "or Iou.-chold
Farmin rtwl I[o'c]hnl'1s Without 

Iith "omo 
Fbarmi if ' 

( In 'Iki ) 

AV:~r~tc Incoro 

Lnendin; Ilousoholl !'ith liuscholls With- All Hon-Tar-
Institution Farmin; out FILrfinv ';(t Ifousctiolds 

1 Krishi 72C1 r 933 7531 

2. Sonali 7948 9454 8051 

3. Janata 3306 9454 8914 

4. A,,-rani 7205 8400 7244 

5. lubali 7807 9333 7056 

6. Rupali 7053 O0 708P 

7. Uttr ra 94c0 C545 9040 

3. IRDF 9(41 7500 9517 

9. DSUL 7300 615 7219 

To t.l 5013 ;33 C3 1101 

Souroo : Eatinntos unin- Dcclino Survoy. 
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Tabic I -0 

1ousehols: Corparison 
of Avcru, e Income Per 
NouShoO .... 

(In Taka 

,AveracGross Cash Income
 

Lending Tar'cet Group 
Institution 
 "cuscholds 


1. Krishi 
 2407 


2. Sonali 2400 


3. Janata 2345 

0. Ac'rani 1950 

5. Pub~zli 2443 

6. fual 2223 

7. Uttara 2165 

3. IRDP 
 2780 
9. DSBL 
 1740 


Total 
 2=.5 

Non-Target Group 
Households
 

7531
 

3051
 

0,14 

72&4 

7056 

7080 

9040
 

9517
 

7219
 

3046 
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Tablo I -

Comparison of Sourco of 
Gross Cash Incomo of Tar';ot 
and Non-Tarr otI ou'01clds 
by Credit Model 

Forcent of Gross Cash Income 

From A-ri cul ture From Non-A,-;ri cul turo 
Londin, Tarr3ot Non-Tar,';et Targ-et Non -Tar otInstitution Group Group Group Group 

1, Krishi 26.7 50.4 73.3 4Q.6
 

2. Sonali 41.7 53.8 53.3 46.2 

3. Janata 23.1 "C.5 76.9 53.5
 

4. Agrani 22.0 51.1 73.0 "3"
 

5. FIwbali 31.7 5 .2 63.3 41.8 

6. RuIa] i 
 33., 45.3 
 5,.
5,.7
 
7. Uttara 14.1 27.4 5.9 72.6 

8. IRDP 65.
65 70.6 3:06 

9. :B3L 13.5 40.8 86.5 59.2 

Total 26.3 
 52.3 
 73.7 47.7
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PART - B 

DELIVERY OF CREDIT 



II. WHAT WAS THE CREDIT SITUATION BEFORE RFEP ? 

A. Loan Incidence Prior to RFEP 

Tho Baoselino Survey provides certain information concerning the extent 
of borrowing among3 the target and con-target groups during the year
prior to the full initiation of RFEP, namely 1978. 
According to the 
tabulations from tho Baseline Slirvoy some 11.0% of the target group res
pondents statod that they had received a loan during 1978, as can be 
seen in Table II-I. To the same quostion 18.5' of the non-targat group
households stated that they had roeoivod & loan during the previous 
year (1978).
 

The loan inoidenoc 
was the hihost in the areas presently served by

Sonali. 
 Twenty four percent of tho targot group households in the Sor3li
 
areas statod that they had rcooivod a loan from various souroces. Actually
fewer non-target group households made the same statmont-21.3% indioatod
 
that thoy had received soma sort of a loan. The other high loan areas
 
for the targot group arc IRDP, 
 .grani and Janata. On the other hand,
 
tho Rupali arcas showed a high incidence of londing to the non-target
 
group and a low inolonce to the target group.
 

B. The Diffornonce yBotwoon Use of Credit by HouseholdsWith and Without 
F'arMingActivity 

In Table 11-2 the incidence of lending from all souroos for the target
 
group housoholds, prior to RFEP, indicates that those familios with
 
some farming activity tended to borrow more frequently than those with
out farming activity amona target group families. Thus, the inoidonco
 
of borrowin- was 15.9% for familios with farming activity as compared
with an incidence of only 4,7% for families without farming 
activity 
The same relative picture is found in the case of the non-target fami
lies. Those with so(mo farming activity roportod a borrowing rate of 
19.7% as againat only 7.9%for those familios without farming activity
(Table II-), One chould also note that among familios with farming

activity in the targot group the loan incidence is approaching that of 
the non-target group, namely 15.9% compared with 197%. 
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0. Souroos of the Loans 

In Tablo 11-4 souroos of loans rooeivod by the TarCot Group prior to 
RFEP are presentod covorina tho arca in whioh oaoh londing institution 
is oporatine, Ovarall, 4. 1% of the target group housoholds roooived 

institutional loans. Almost tho same numbor was rooeived from money 
loiders - loans from friends and4o0% and 2.9%roooived families and 
othor souroos. Tho highost poroontago of institutional loans (9.%) 
was found in the aroas covered by IDP. 

On tho othor hand, 12.L% of tho non-targot households roooivod insti-.. 
tutional loans. Only 2.*% had loans fron money londors with 33%, obtain
ili loans from friondo and rolativon, oto. Tho highoot porcontaGo of 
institutional loans is also found in tho IRDP aroas namoly 23.1% of tho 

non-targeot roup rosidonts. 

Do Size of Loans, 

Tho avorago sizo loan Givon, to tho tarot houoholdo with oomo farming 
aotivity avoragod 581 takat, Tho avoraGo aizo of tho loans to houso. 
holds in tho targot group without farm activity wan aliahtly highor
616 t.ka,.. Tho avorago nizo loan to non-target borroworo is ostimatod 
to havo boon 1100 taka..
 

Tho avorago nizo loans Civon in eaoh of the arona of tho londing insti
tutions to houaoholds with somo farm notivity will bo found in Ohaptor 

IV,Tablo XV-4. 

Prior to tho RPE only 11% of tho targot Croup houuoholdu roooivod any 

kind of loan no oomparod with 10. for tho non-targot group. Only 4% 
of tho targot houaoholdo roooivod loans from institutions. Another 
4,O0 roooivod loan from money londers A 2.'% roooivod loano from 
friond, familio and other eourooo, On tho other handl 199,O of tho 
non-targot aroup. roooivod loano from inotitutions nd only 2o5 turnod 

to monay londers. 
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Tho ovornQalso lan for tcrgot Croup housoholdo with somo farming 
is ostimatod to bo 501 takt, whilo tho targot houcoholds without 
farming aotivity roooivod loane avorlgod 616 taka. @In oontrant tho 
non-tareet loano of households with somo fart. . aotivity - virtually 
all of the no,.-tarGot housoholds - voragod 1100 taka 
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T,blc II-i 

T-rFot AMl FrnTm-Ttr-' t RousAchlds: 

Ccxp'r~orCif~rizt AC~iving 

Any Loan Aurint Th- Y...r (1)78) 

Pvrcent Of Hous holds iee,.ivinpf Low.ns
 

Lending 	 Tn.' r. t 

i!omm L!v. {ousuhe1dsInstitution 


13.3'0
1. Kriaihi 

21.?
Ax
2. sonili 

19.5
11.3
I. J%r 


19.0
4. A{rrini 	 16.7 


11.9
11.9
5. Pubai 


22.1
6. Rupr-li 	 5.6 


4.4 	 Q-.3
7. Utt-arm 


31.5
17.5
8. IPDF 


9, ]3J:JB 	 5.A 

18.6
11i.0
Totq 
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Tablc 11-, 

Taraot Group Households: Percent
 

Receiving Any Loan During The
 

Year (1978) prior to RFEP
 

Lending :Households Vlith Households Without All Target
 

Institution Some Taming Activity Fnrming Activity Households
 

1. Krishi 9.9 i.P 5.8 

2. Sonali 30.5 9.9 24.0
 

3. Janata 24.5 4.2 11.3
 

h. Acrani 20.9 9.2 16.7 

5. Pubali 13.1 9.5 11.9
 

6. Rup i 7.9 1.3 5.6 

7. Uttrm 7.5 0.0 4.4
 

8. IPDP p.h,5 8.7 17.5
 

9. RISB 12.0 2.1 5.8 

Totr.l 15.9 4.7 11.0
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Table 11-3 

Non-Targ,:t Grout) Ifouscholds 

Perce-nt Rc ,viri Any Lo,:n 

.urinw Th,- Y r (19Th 

Prior To RFET 

Lending 

Institution 

ffouscholTh 

in 

With flousehols 

out Frrint 

With- All 

t 

Nion Tar-

Households 

I. Krishi 

2. Sonal i 

3. Janata 

4. Agrani 

5. Pubali 

6. Punali 

7. Utt .r 

8. IRDP 

9. lJSE 

1%.1 

22. 

20.8 

19.), 

12.3 

21.2 

10.9 

3.2 

17.0 

3.3 

9,1 

13.6 

10.0 

0.0 

50.0 

0.0 

18.8 

7.11 

13.3 

21.3 

19.5 

19.0 

11.9 

22.1 

9.3 

31.5 

15-4 

Total 19.7 7.9 18.6 
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Table II-h 

Taret Group :ources Of Loins 

Before RFEP
 

Percent Of Total ouscholds 

LcndinC 
 Frc. romro
 
institution 'nstitution . onj LncLr, ?tfcr, Total 

1. Krishi 3.7 1.3 O. 
2. Sonal 3.5 
 9.8 
 10.7 
 21 .O 
3. J-.n t,-t .?.2 

2.9 
 11.3
 
4. Agrani 6.2 5.3 
 5.2 16.7
 
5. Pubali 1.A 6.2 
 3.9 
 11.9
 
6. Rup1li 
 3.7 
 0.5 
 1.4 
 5.6
 
7. Uttqr- P-6 
 0.9 
 0.9 
 4.4
 

8. IRDF 
 9.5 
 5.9 2.1 
 17.5
 
9. BiJsP 2.1 
 2.6 
 1.1 
 5.8 

Total 
 1.1 11.0 2.9 
 11.0
 

21
 

5.8 



Tablc 11-5 

Non-Targct Grour) lfoust-olds: 

Source Of Loa:,. Before ERFEP' 

Perccnt if Total Households 

Lending From Fro:, 
Institution In3tit ition loney Lenders fthrs Tottl 

1. Krishi 10.3 2.2 0,8 13.3 

Ca. Sonrt1i 9.7 7.1 h.5 21.3 

3. Janatt 12.5 3.9 3.1 19.5 

4. Agrani 12.2 1.8 5.0 19.0 

. Pjb,.l i 8.14 1.0 2.5 11.9 

6. Hupali 17.7 0.0 14.4 22.1 

7. Uttara 4.o 1.3 4.o 9.3 

8. IBEP 23.1 3.2 5.2 31.5 

9. I3j I3 12.3 1.2 1.9 15.14 

Total 12.9 2.5 3.2 18.6 
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HO WEL HAS RFEP ]3ME HACHING 
TH-C TIflGET GROUP ITH LOAIS ? 

A. Introduction 

In this chapter we will discuss the number of loans made by the indi
vidual lending institution in relationship to thonumber of target 
group households in the areas of each institution. This is not a simple

matter of takir 
 the number of loans ma.do by each institution and divid
ing that number by the estimated tarqot group households in the area.
 
For one thing, some institutions started earlier. For examplo 
Krishi

started to lend in October 1978 whereas.most of the other models did not
 
start landing until Mirch 1979 or later. Additiorl outlets were opened
or even closed from time to time. Thus if'comparisons are to be made 
between credit models it is not fair to the models that started later to 
be compared, say with Krishi which had a head start. 

The second problem is 
as to whose figure should be tnkon with respect to
the total number of households in an aroa and the number of those house
holds which fall in the target group for purposes of evaluation of the

various models 7 Should it be the figures developed by tho individual 
branches or should it be those of the Consultant ?
 

First taking up the data provided by the survoys conducted by the
branohes, we havo 
certain, points regarding the undosiroability of using
 
them for the purpose of evaluation.
 

I. They woro conducted by persons not trained or opooializod
 
in conduotiM surveys.
 

2. 
There was no uniformity in the instructions from modol to
 
model or the questionnaire used.
 

3. Gonerally no verification was oonducted. 
4. Some branches wore not covered by a Dasolinc Survey on
 

tho part of the Managors.
 
5# The interviewer being 
from the same area is likoly to bo 
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influenced with respect to classifying a particular household -..
 
within the target group in light of the chance of providing a
 

friend a loan.
 

6. The target group definition has changed since the RFEP was initia
ted. This is particularly true with respect to Krishi. Originally
 
the target group definition involved families with less than
 
3000 Takas. Later t ws raised to Takas 5,000 and then to
 

6000 Takas.
 

The 	Consultants in the course of conducting Baseline Survey I also
 
developed estinntes of the niu-ber of households in the area and data
 
which permits one to identify the number of households falling into
 
the target group. There are some problems with these estimates, but
 
first we shall discuss the advantages of relying on the estimates of
 
total number of households and number of t'Irget group households
 
prepared by the Consultants.
 

1. 	The 'cIseline 
Survey was conducted by trained interviewers,
 
many of them with previous experience in interviewing.
 

2. 
They yere carefully supervised by the Consultant's central office
 

staff and regional supervisors.
 

3. 	The methodology and the questionnaires were identical in all
 

areas.
 

4. 	There was a system of verification to onsure that the interviews
 
took place and were not arbitarily filled in.
 

5. 
Because there were a large number of questions which provided
 
cross-chocks, the information provided could be counted on with
 

a high degree of confidence.
 

6. 	Trained editors in the regional offices and central offices
 
checked the information. If it 
were missing the questionnaire
 

was sent back.
 

7. 	Although the baseline itself was a sample, n complete enumer
ation was made of each household in the area, From this a syste
matic random samplo was drawn which is the most reliable method
 

of sampling.
 

26
 



8,. 	 Data collected by the Baseline Survey enables one to change the
 

size of the target group with changes in definition. For example
 

the shift from 3000 Taka to 6000 T.ka ceiling could be easily
 

accomodated. 

On the other hand, there are certain weaknesses in the use of the
 

Baseline Survey at this time, but which will be corrected in the near
 

future.
 

1. Only 48 outlets were included in the Bac line Survey so that 

information is lacking for some outletsrn 

2. 	There were sone expansions in the nrea covered by a particular
 

outlet after the survey was made.
 

The 1974 census adjusted upward by 31 per year has beer used to estimate 

the number of households for those areas not covered by the Baseline 

Survey. It will be anouned that th percentage of taraet group households 
found in the seernts or outlets covered by i pArticular institution 

will apply to those areas not covered in the Baccline Survey. In effect, 

for this evaluation it is assumed that there is homogenity with respect 

to the proportion of target proup households within f model. 

Steps have been taken to initinto t survey of taouo areas not In the
 

Baseline Survey to collect the informntion to identify the tar.et and
 
non-target households nore necuratoly. This information will be avail

able for the next evaluation report.
 

In conclusion, we have opted to use the Conoultant's data ratherad
 

through the Baline Survoy.
 

a/rhe Baseline survey was always conceived of as a smpl* 
involving a linitad number of seMncnts. 
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B. 
How Were The RFEP Loans Distributed Between Target And Non-Target
 

Households?
 

From the Continuous Survey it is possible to determine the proportion
 
that each lending institution made to target and non-target households.
 
This survey is required in order to determine how much will be paid
 
from the project fund to the lending institutions. The information
 
with respect to the percentage of RFEP loans which reached the target
 
group in each lending institution is derived from the mid-term results
 
of Continuous Survey by segments as of January 8,1980 and is given in
 
Table III-1. The percentage of target group households in the area of
 
each lending institution was alrehdy established in Chapter I.
 

From the first column it is seen that the percentage of loans which
 
reached the target group varied fro. a low of 58.9% in the case of
 
Gonali to a high of 84.8% in the case of Rupali. However, the variation
 
might be attributed to otk -r
factors, for exm.ple, the percentage of
 
target households may be lower in Sonali's areas than in Rupali's
 
areas. That is why in Table III-1, the comparison with the percentage
 
of target households is made for each lending institution. In the
 
third column of the Table an Index is computed by dividing the
 
percentage of loans to target group by the percentage of target house
holds. If the Index is over 100 then the percentage of loans going to
 
the target group is greater than the percentage of target households in
 
the area. If it is below 100 it means that the non-target households
 
got more than their share. The higher the index number the more effi
cient was the lending institution in seeking out target group clientele.
 

In the case of Sonali and Rupali despite the former having a very low
 
percentac 
of loans made went to the target group (58.95) while Rupali 
had a very high percentage (8J.8%), it turns out the Index of Efficiency

in seeking out target group clientele is higher for Sonali than Rupali 
-
128 vs 113. This means that while Sonali was not selective,if so satu
rated its areas with lonna that it reached a high percentage of loans
 
to the target group.
 

28 



Pubali actually gave tolower percentage of loans to the target group
 
than the-percentage of 'target households in the areas which lending
 
institution covers. Only 63.7% of the loans went to the target group

whereas 68.5% of the households fall into the target group classi

fication.
 

C. What Percentage of the Target Group !',s Reached Through December 1979 ? 

According to the reports for the date of December 31,1979 provided by

the lending institutions at the March 3,1980 meeting, 9,492 loans had
 
been granted by all institutions. However, in certain cases there have
 
been more than one loan to the spze borrower. This could be attributed
 
either to the paying off of a loan and then the taking of a second loan
 
or it could be due to nore than one loan at the sane time. Data on the
 
number of sep-trrtte borrowers were collected in February from each outlet
 
in a speciil survey by the Consultant. In Table 111-2 the adjustment
 
for multiple borrowing for each lending institution is given. Krishi
 
which has been in operation the longest had an average of 1.35 loans
 
per borrower while Rupali and IRDP have so far made only one loan per
 
borrower. The average is 1.16.
 

As a result of this computation the number of different borrowers
 
reached was 8,201 instead of 9,492 which in the number of loans.
 
As seen in Table III-1, on the average only 72,67 of the loans went to
 
target group households. It in then necessary to adjust the number of
 
unduplicated borrowers given in Table 111-2 by the percentage of loans
 
to target group borrowers. This is shown in Table 111-3. The number of
 
borrowers in the target group now totals only 5934. Krishi Bank accounts
 
for 34.57 of the total target group borrowers followed by Agrani with
 
18.75 of the target group borrowers. However, this is not a good measure
 
of the ability to reach the target group. For example, as pointed out
 
in Chapter II Krichi Bank is operating in areas with 10,690 target group
 
households which 
mounts to 38.9% of the total target group households
 
in the experiment.
 

In Table 111-4 the number of target group borrowers is compared with
 
number of target group houipholds in the areas served by each of the
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lending institutions in the experiment. It is clear that Sonali is
 
leading having, as of December 31,1979, reached 50% of the number of
 
target group households in its areas. Agrani is next with a score of
 
40.21 percent. Leaving aside for the moment IRDP and BJSB, it is seen
 
that the lending institution with poorest record is that of Krishi
 
having reached only 19.1 percent of the target group households.
 
This is despite the fact that Krishi has been in RFEP operation longer
 
(since October 1978) than any other institution. On the other hand,
 
Krishi's average outlet has 890 target group households, on the average,
 
wheroaD Sonali only has 174.(See Table 1-2). There is a rough inverse
 
correlation between the average number of households per uutlet and
 
the percentage of the target group reached.
 

Turning to the question of IBDP and BJSB the question comes up as to
 
what is the size of the target group for these two lending institutions.
 
The target group figures which hare been used in the tables refer to
 
the estimated number of target group households in the area in which
 
their RFEP ,office is located, not to the membership of the cooperatives
 
involved. If, for the moment, we used the nrea figure then IRDP has
 
reached 21.8% of the target group population and BJSB only 7.2%.
 
Utilizing these figures, as can be seen in Table 111-4, 21.3% of the
 
target group had been reached by RIFEP by December 31,1979 by all
 
lending institutions.
 

However, should we utilize only the figures for the members of the
 
cooperatives which fall in the target group and relate that level
 
to the number of target group loans made by IRDP and BJSB, we obtain
 
quite high levels, namely 70.-1% for IRDP and 30,91 in the case of
 
BJSB (see footnote to Table 111-4). tnking adjustments in the total
 
to take account of this definition of target group, the total member
ship drops to 22,241 from 27,26. The effect of this is to bring the
 
percentage of the target group reached to 26.7%.
 

Another question might bo asked. Namely does it make sense for a
 
household which is securing only 3 takas a day (1000 taka.) 
gross cash
 
income have the investmont opportunity for which to borrow. In effect,
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it seems reallstic that not only should a maximum income be placed 
on the target group, but at best, for the purpose of realistic
 
statistical comparisons, a lower limit should also be set. If we
 
eliminate those households with 1000 Taka! or less of income we
 
reduce the target group by about 2500 families.
 

If we consider that IRDP and BJSB should serve the whole are- then
 
the elimination of household with income of 1000 Takas or less
 
results in i coverage of 23.410 of the target group. If, on other hand,
 
the narrower definition of trrgct group for IRDP and BJSB is used,
 

then the coverage goes up to 30.07.
 

D. Comparison of Institutional Lending Before and After RFE'
 

There is no question that there has been a tremendous increase in the
 
number of loans available to the target group with all but one of the
 
institutions in operation for less thin a year. The percentage of the
 
target group households which received institutional loans has risen
 
from 4.5% (see Table III.4)to 21.37. In Table 111-5 the comparison is
 
given of the percentage of target group households in the areas of n
 
particular lending institution that recoivtd institutiontl loans prior
 
to the RFEP with the pcrcentqge that received institutiontl loans
 
dfter the RFEP from one of the RFEP lendint? institutions. It is possi
ble that the percentage of target group households receiving institution
al loans may actually be greater than indicated because they may have
 
received some loans from lending institutions not included in RFEP
 
although they live in one of the areas of nn RFEP outlet.
 

The change in some areas is dramatic. Thus in the case of Pubali,
 
Sonali and Uttara the number of institutional loans is 13 times or
 
more greater. The smallest increases are found among the two cooperative
 
models, namely 2.4 times in the case of IRDP and 3.4 times in the
 
case of BJSB. This is duo, of course, to the fact that they havo limited
 
themselves to making loans to members of te cooperatives.
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Far Down In Distribution Of The 


Did The RFEP Loans Penetrate.?
 

E. vow the Income Tarret Group. 

We know from Table III-1 that C7.1 of the RFEP were outside of the
 

target group either because the loans were given to households with
 

annual gross cash incorin of 6,000 Taka or with more than 2.0 acres
 

of owned cultivablo land, or both. It would also be interesting to
 

determine to what degree the lower cnd of target group was reached.
 

Table III-6 presents the percentage of target households with an annual
 

gross cash income of 3000 Taka or less which received an RFEP lon
 

compared with those with a gross ctsh income falling between 3001 and
 

6000 Takn . The incidence of loans to the lower income households was
 

13.5% while it wan 30.31 to the higher income households.
 

Over all the rrte of loan incidence nong the 3001 - 6000 Takq Cross
 

cash inco. households yaa 2.24 times that of the households with n
 

gross cash income of 3000 or less. The preatest disparity is found in
 

Agrani where the lending incidence is alest 4 times higher roong the
 

higher income households thin nmong the lower income households.
 

On the other hand in IRDP the incidence is identical in the two income 

groups. It is also intereting to note that in the cae of Sonali we 

are probably at the point of near soturation in the higher income group

76% of the households in the 3001 - 6000 Taka range received a loan. 

F. Su nar,
 

The size of the target group in the areas covered by each of the lend

ing institutions was determined from the PAseline Survey information.
 

It was decided not to utilize the informqtion collected by the institu

tions thcmselvoc for a vnriety of roasons which were presented.
 

As a result of datn obtained from the Continuous Survey it ans found
 

that only 72.61 of the loans mrde under the RFFPwent to the target
 

Broup. This was not much greater *hnn the proportion of target group
 

population in the RFSP areas which amounted to 62.1% of all households.
 

In other words the landing institutions wuro not too selective in
 

directing loans to the target group, Actually In the case of one londin
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inituton.... tey ve higher proportion of loans to non-tOrget group 

borrowers than e.sted in the population.
 

ly December 31,1979, 21.31 of the tirgt group households had received 

at least one loan. Th.re vas considt.rr.blo variation in the results 

with respect to opocific lUnding institutions. In the case of Sonali, 

50.5f of tho target group was reached while only 19.1% of the Kriehi 

target group wns reached even though Krishi had been in operation 

5 months longer than any other institution. 

If the concept of cooporntive membership is conoidered as n livaiting 

factor for IRDP ^nd BJSB then the percentc. of tarpet group reached 

is 26.71. 

Tho contrast in the incidvnce of institutional borrowing by the target
 

group before and after RFrP is very grent. Prior to RFlP only h.5% 

of the tirnet group received institutional loans. From .qFEPinstitu

tions alone the lown incidence is 21-3 or nearly 5 times Freater. 

In addition to RFEP institution.%l lo sn,members of the target probably
 

received other inotitutionnl lotns.
 

The porcentnge of tircet group households receivine RFlP loans 

tended to viry with incore. The incidence of RFEP of fnnilies 

with 3000 Tnkt or 1,o vn, on the %vcrt.jQ 13.51 vhile for those 

in the incore cateCory of 1001 to 6O)0 Tmk% the incidonco was 

30.3,' or 2.2 tines 'o're. Thmre was considurable variation among the 

londin ; institutions. In the c.se of Sontli it tppears that saturation 

mry be .ppronching for the 3001 - 600 Takt fwMlieo with an incidence 

of 70. 
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It 

...... ....................... ........ .....
...... .... .... ......
... ... T ble III l............ .... ..... .. .. .......
 

The Percntrc o' RFE? Loans Hade 

To Target Group Cc=parcd With 

Purcentago 0' Tarnot Households 

Percntaog of Lomns Pcrcentagjo Of Index
 

Lending Made to Target Target Group % Loans to
 

Institution Group louseholdca HouseholdO $.Households
 

1, Kriehi 73.4 614.5 113 

2. Bonali 58.9 45.9 128
 

3. Janata 75.7 62.4 121
 

14.Airani 77.3 58.0 133 

5. twub4li 63.7 (.8.5 93 

6. Rup4li 84.8 76.0 113 

7. ttrc 73.1 60.1 122
 

8. IJP 76.8 54.1 142
 

9. U8B 72.5 70.1 102 

Total 72.6 (12.1 117
 

-kontinuous urvey through .hnunry 8,1980 - 4830 lomns vre
 
analrsod. Of this number 3505 or 72.6 vote mado to target
 
group cintol..
 

-DNveloped froe Baeoline survey. 
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Number Of Borrowers : Adjustment 

for Morc Than One Lon To Snme 

Borrower From Boginning Of 

Lending To December 31,1979 

Number Of 

Lending Loans Adjustment Number of 

Institution 1-ctdc-. Factor?/ Borrowers 

1. Krishi 3761 1.35 2786 

2. Sonoli' 854 1.14 7149 

3. Junat 375 1.00 375 

4. Aarani 1537 1.07 1436 

5. Publi 962 1.04 925 

6. Rupali 266 1.00 266 

7. Uttara 192 1.06 464 

8. IRDP 696 1.00 698 

9. BJSB 547 1.09 502 

Total 9492 1.16 8201 

•-ouroo -.Szuary providud by landing institutions %t
 
March 3, 1980 meotinG.
 

-9ource I 8pecial survuy mde by Consultants In maMPle outlota. 
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Table 111-3 

Number of Borrowers Adjusted
 

For Non Target Lending 

Estlm-ated Percent Estimated
 

Lending Number of of Loans To Target Number of Percent
 

Institution Borrowers Group Borrowers ] Target Borrowers Of Total 

1. Krishi 2786 73.37 	 2044 34.45
 

2. Sonali 719 58.87 	 441 7.43 

3. Janata 375 75.70 	 284 4.79
 

4. Agrani 1436 77.34 	 1111 18.72
 

5. Pubali 925 63.72 	 589 9.93
 

6. RuPlni 266 84.81 	 226 3.81 

7. Uttatra 464 73.14 	 339 5.71 

8. IRDP 698 76.77 	 536 9.03
 

9. BJSB 502 72,50 	 364 6.13
 

Total S01 72. 	 59314 100.00 

.sed on Continuouo Survey throurh January 8,1980. 

g/hi"htod nirao obtainwd by divialin'" totra 	 first oolumn by third 
rowlunirzj =do in tho

oolumnm A difforonoo may roault frz' ,rioua 

prooona of obt:;ninb tlho third oolun,
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Table III- .-.......
 

Estimated Percentago Of Target
 

Group Reached by December1979
 

Estimated Number Ectinated Number
 
Lending Of Target Group Of Trget Group Percent Of Target
 

Institution Borrowers Households Group Reached 

1. Krishi 2044 10690 19.1 

2. Sonali 441 872 50.6 

3. Janata 284 1063 26.7
 

4. .Vrani 1111 2763 40.2
 

5. Pubali 589 2311 25.5 

6. Rupali 226 1073 21.1
 

7. Uttara 339 1530 22.2 

8. IRDP 536 21631 21.8
 

9. BJSB 364 5o61l 7.2
 

Total 5934 P7826 21.3 

1This assumes the target Croup membors in the arcos covrod by IRDP 

and BJfBB not the membership of the cooperativos which fall into the
 
tirget group clasification. If we use this definition which
 
currently operaticnal we obtain the follow :
 

Number of Estimted in Percent Of Target 
Baor gr ,rmt GOM oroup flachod 

1. IRDP 536 761 70.4 

2. WSS 364 1178 30.9 

The total (N ustd) ,93 22,241 26.7 
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T'tblu 111-5 

CoLnp.ri:;n Of P-rcnt'i;:u Of T',.r,,,t 
Gr'our. 1iou~sch0o cs Bcceiving Insti

tuticivj 1, :.ikIfor, v,F.P .nd 

Frc' BfI,'P
 

P:.rc, nt 
1rnttic,-

Lendirn- Bfor,: 


Institution 

1. Krishi 3.7 

2. Sonili 3.5 


3. ~nrit-i 4.? 

4. Arrini 6.2 

5. Pubili 1.8 


6. ,upali 3.7 

7. Ut t,,r P.7 

8. IfDP 9.5 


9. BJOB 1".1 


Total 14.5 


T.rr,-:t I!oust holds rec.iving, 
1 Lo tes 
From BFEP 

r -hrur,3 1/12/117 

1).1 


50.5 

2r,.7" 


hO.2 

25.5 


21.0 


35 .0 


"ii.
8 


7.? 


;1, ,1 


R tio of After
 

to Befor; 

5.2
 

lh.1;
 

6.4h
 

6.5
 

111.2
 

5.7
 

13.-0
 

2.3 

3.1;
 

4.7
 

3A4
 



Th-ble 111-6 

Coriparison Of Thc Tncindc,. Of Loans 

To Ta-r" t (Trou; Eousuolds With Gross 

C,.sh Inccy,2 qC? 3000 Tk. ,nd Lcss And 

iou. chold " With Inconw Of 3001-6000 Taka 

Percecrit Of llcus,-,hol'l FPteivint RFEP Loans 

13,tio Of Loan 

lIouzcLoldu, Utl ith Incidence Of Hi'hordiuc.hrds 

Lending 3000 I'', Or Less 3001-6000 ',k", Incomc To Lower 

Institution of Inccmv !ncomru 1noou Households 

1. Krishi 9.5 30.6 3.22 

2. Son].i 26.9 76.1 2.83 

3. Jr.n.tr,. 15.9 4o.8 2.57 

4. Agrmni 14.9 58.5 3.93 

5. Pubil i 16.1 38.34 2.38 

6. d1uali 19.6 21.9 1.12 

7. Uttra i4.7 52.9 3.60 

6. IRDP 21.8 21.8 1.00
 

9. BJS B 17.1 22.3 1.30 

Total 13.5 30.3 2.24
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IV. HOW MUCH IS BEING LOANED AND WHAT ISTHE POTENTIAL
 
DEMAND?
 

A. The Average Size Loan
 

The information to calculate the average size loan granted is provided
 

by the monthly reports from the various lending institutions. In
 

order to calculate the average size loan granted by the lending insti

tutions the December 31, 1979 report, distributed inthe March 3, 1980
 

meeting, was used. The results are presented in Table IV1 It is
 

to be remembered that only 72. % of the borrowers really fell into the
 

target group according to the Continuous Survey. Table IV-2
 

presents the distribution and size of loans by the lending insti

tutior from the Continuous Survey for only those borrowers who
 

qualified as members of the Target Group.
 

Because there were a considerable number of non-target borrowers (28%)
 

who probably received larger loans, the average size of the loans
 

received by target group borrowers tends to be lower than the average
 

size of all loans. In Table IV-3 a comparison of the average size
 

loan for the target group and all borrowers is presented for each
 

lending institution. The only institution in which the difference is
 

minor is Rupali.
 

B. 	Comparison of Average Size of Loar to Target Group
 
Before and After RFEP
 

In Table IV-4 the average size of the loan eiven by each lending
 

institution since RFEP to target group households is compared with the
 

avrago size loan rocuivod in cach area before RFEP. It is to be
 

noted that the avaragu size loan after RFEP is 1.78 times greater. The
 

ratios vary considerably from lending institution to lending institu

times larger than before
tion. Sonali's loans tend to avrage throe 


whereas Ottara's average size loan post RFEP tends to be only 60% of
 

those prior to RFEP. This might be inharent inthe model of group
 

borrowing that Uttara iscarrying out.
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C. Hypotheses for Doveloping Estinates of the Potential Demand for Loans
 

The normal way for an economist to eiimate the potential demand for
 

to try to coll ct data which will cnblu him to predict
a commodity is 


what the commodity can be used for and then what aire the constraints
 

demand. Another
which limit the theoretical demand to the offectiv 


to take past trends and project the amounts by some associated
method is 


more jasily predictQd, such is population, national
variablo which Is 


incomu, etc.
 

First, within the time
It is impossiblQ to do -itheor in this case. 


to develop foasibility studies of how
available it i not possibl, 


the potential target group borrowers could utilize th4 loans Qffectively
 

for productivw or even ,ion-productve purposoi. In this case, trunds
 

are of no value since the princip'. -,rpoae of the RFLP is to brjak 

to rQnch a group * hosaeholds with a lvrelwith th, past and to tr: 


in Lforc,
of crAdit which they nvvr hid access 

un. On4 is to utilize some questionsThere are two method:. opti I.) 

which were asked in thi Bascline Survy ir- ihe :econd is to utilize 

hs beet dvulop4 from the orirations of thu RFEP.information which 

D. looction of Potuntial Dwmi-n fA," Tar,%t ,r,."!p 
BorwingUsingflMac L;UM:
 

In thu .RfleLine, Survey two qu.stion5 uer( arX'd which aru of Interest. 

aThe first on( ask-d, "If you hid mn oportunity would you taku out 

is "If you want to toko out a loan, how muchloan?" Tho o.cond one 

would you lik; to borrow?"
 

Amontg the target iroup rospond.nts 79% stited thit thc:y would b, 

This variud by rusldonts In thointerestcd in tiking out a loin. 

aroms from n low of (f, ", Kriohi nroi to a high ofdiff',rent i,-Aal 


9041V in tha IX. a-lri.
 

wareIt is intarcotin- 'A.t- tr.awort from the rcn-tar~ot ruspondcots 

,.art simi lar 7 %ztatod that 1u.)ay wirth..d to tako out a loin, 

3tii1. olA/Krichi non-t.rqot ro"*Ponto hid tbi lowo t pwrcentage (65%) 

w,, ThD% .ho highot (1%). 
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The second question reaulted in an average size loan of 1628 taka.
 

in Table IV-5 the estimated number of target group respondents wanting
 

a loan and the average size loan desired is presented
 

for each lending institution area.
 

Utilizing the estimated number of target group households, the percen

tage desiring loans from the Baseline Survey and the desired average
 

size loan, a total demand for borrowing has been projected for each
 

lending institution in Table IV-5. The value of loans requested comes
 

to a grand total of 3,58,93,000 taka . We should regard this a
 

maximum. In American slang it would be called "a pipe dream".
 

E. Projection of Potential Demand Using Best Performance
 

As can be seen in Table 111-3 Sonali reached 50.5% of the target group
 

-- actually 76% of households with gross cash income between 3001 and
 

6000 taka . On the other hand, it is seen in Table IV-3 that the Janata
 

average size loan wac the highest (1327 takc?). Utilizing these figures
 

and the size of the target group in each lending institution, the demand
 

for loans is estimated in Thble IV-6. This could be called the
 

"pragmatic estimated demand". This method yields a total loan demand
 

of 1,86,46,000 tikw , about half of the maximum estimate.
 

F. Comparison of Performance to Date and Potential Demand Estimates
 

In Table IV-7 the value of loans outstanding to target group borrowers
 

is estimated. It is not possible to take the raw data from the monthly
 

reports of the lending institutions to arrive at the figure of the
 

Take amount of loans outstanding to target group borrowers because
 

of three factors already discussed: (1)Multiple loans have been made;
 

(2) about 27% of the loans hwve gonu to non-target members; and
 

(3) the average size target group lan is smaller than the overall
 

average. As a result of t7klnp thee:factors into account, as can be 

seon in Table IV-7, the amount of outstanding loans to the target group 

is estimated to have been 59,98,000 takm' as of December 31, 1979. 

In Table IV-8 the estimated outstanding loans to the target group is
 

compared with the ustimated maximum der ,ad and to the pragmatic demand.
 

Overall, it is seen that 16.7% of the maximum demand has been met and
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32.2% of tho pragmnitic demand. Thera is consideriblc variation among
 

the differant landing institutions. Son.li mid Jnt . show up the best 

A rni, PubV nd Krishi oil approaichwhun the pri.pmtic d.omrnd is us-d, 

fulfillin7 40 of thL. vrogm-tic lomnd. 

lndinv institutions h.vo bocn in opcrition
Considerinq hAt mos:t of th, 


i ynr, it ippors tht considorblo progress
within RFEP for less thin 

Howevr, Sonili ind
has boon rad. in fuifi]iiir th pot,'ntil dmnds. 

Janat: Binks should not rust on thir lVr is, but should uxpind thir 

dditicnil vill-o',s for - givwn br-nch or addingopurations by tnking in 


more brnchas to datrminL whctho.r th~y can ruplic.ta their record.
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Table IV-1 

All Loains Calculation of Average Size of
 

Loan Accumulative Through December 31,1979
 

Lending Total Amount 
Institution Loaincd 

2 


1. Krishi 6165940 


2. Sonali 1416974 


3. Janat~i 694010 


4. Agrani 1262790 


5. Pubali 1107567 


6. Rupali 293706 


7. Uttara 416353 


8. IRDP 494122 


9. BJSB 453143 


TOTALS: 1230460" 


Source: Survey report reached 


Number of 

Loans 


3
 

3761 


854 


375 


1537 


962 


266 


492 


698 


547 


9492 


at March 3, 


Average Size
 
of Loan
 

1639
 

1659
 

1851
 

822
 

1151
 

1104
 

846
 

708
 

828
 

1296
 

1980 meeting.
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Table IV-2
 

Target Group Borrowers: Percent
 

Distribution of Loin Received
 

Size of-' Loan 
(in Tak2 ) 

L_;--n, Lcss Thnn' 30i 
tc Sl to 001 t' 1501 to; 2001 and ' Average Size cf Loan-nst _____-__________ - , ,a 'i00 ' 1532 2 0 O e 
t U 7n 0 Ir 

6 7 

!. jrcsoi11.7 26.0 17.0 17.5 21.2 1307 

2. S=n-.i 2.3 5.7 3C.7 14.2 13.3 19.3 	 1297
 

3. jln-t 0.0 12.6 39. 8.8 17.2 22.8 	 1321
 
4. A r -1 2.0 47 0 39.2 7.4 3.8 0.6 
 659
 
5. 	 1jbo±i 16.9 23.1 17.2 26.0 1.810.0 
 1009
 

6. 7 L1 i 23.9 25*. 35.8 7.5 3.7 3.7 	 661 
7. utt'am 5.2 12.7 2.1 0.0 0.0 0.0 
 675
 

8. iR.2 1.9 23.07 71.9 3.2 0.0 
 0.0 	 670
 

9. BUSB 5.0 10.9 62.4 14.5 
 6.8 0.4 	 776
 

Source: 	Analysis of 3745 loans collected in the continuous survey
datcd January 8,1980 which fall in the tarrot group. 



Tible Iv-3 

Cor ison -,f Aver-r¢u Size 

Loan - 11 BIlrr ,: r:- And 

T.irjT,,t Crcu ) Borr:wcr 

( In T.:iV . ) 

' ' 2 
Lending T r'-t ( r,)u I All Borrowers 
Institution
 

1 2 __ _3 

1 KriIIi 1307 1639 

2 Son-ili 1297 16 59 

3 Janit, 1 1321 1850 

4. Aprani 659 822
 

5 .Pub.-i 1 i 100", 1151 

6. Rupali 661 1104
 

7. Uttar-i 675 846
 

8 . RDP 678 708 

9. PJSB 776 828
 

TOTALS 1033 1296
 

1 From continuous survey size loinof given by respondents. 

2 From monthly statements of lendinr institutions.
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Compnrxison of Avoraqo SiZe of Ion To 
Tirget Group WonrtRP And UnrcRrP Program. . .. 

(In TakO) 

Undor RRa~tio of 	RFEP
Lending 
 to LoxnsPrziram 2 RanBofor RrEP1 
Institution 


Prior RrEP
 

1.95
1. Krizhi 	 670 1,307 

2.82
2. Sonnli 	 1460 1,27 


1.75
3. Janata 	 756 1,321 


4. Agrini 463 	 659 1.42 

5. 	Pubili 570 1,009 1,74
 

661 1.26
6. Rupnli 	 523 


7. 	Utt tr 1,075 675 0.63
 

712 C70 0.95
8. 	IRDP 


776 1.43
9. BSBL 	 544 


1,332 1.78
Total 	 5911 


I 	 Roprdsonts the 4 nrepresently served by the RrEP londinq
 
Institutions. Includes nll typos of loans - Institutional,
 

money lanJrs, family nnd frionda etc. Includes only loins to
 

target group with,.r sore lrm ictivity.
 

2/ 	Weightod avarSaos i WaIrhte4 by the number of loans given In
 

the aron of each institution.
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stimitud Potontiml Dem-md for Loans 
to.......Group 
bic [Anu Survey 

flumbr of 
Londinf Tnrqot Grm-
Institution up Houneholds 


1. Krlshi 10,630 

2. Sonall 872 


3. Jna'ti 1,063 

4. A rani 2,763 

5. Pubali 2,11 


0. Rupali 1,073 


7. Uttra 1,530 

8. IRDP 2,461 


9. 3JSB 5,061 

Totnl 27,026 


Percont 
4tanting 
Loan 

57.67 

00.52 


07,29 


82.05 


81.60 

76.43 


83.58 
90.43 


73.94s 


79,21 


on Data From 

Number Avorngo Total 4mount 
Wanting Sizm loin of Loans wan

p)rin wanted ted (000 Takes) 

7,234 1,441 10,424 

702 1,318 925
 

928 2,130 1,977
 

2t284 1,406 3,211
 

19886 1,706 -'3,218
 

820 1,576 1,292
 

1,279 2,684 3,33
 

2,227 1,874 4,173
 

3,742 1,935 7,241
 

22,041 1,626 35,9893 
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Ttb1t IV-6 
Estirilt-4i rNsontlil Darvind Linmv 
Bd~xronc% An i tngTo 
Al Lrondiains
rJtitutions
 

Lonlin? PTtrnth
 

Institutio Limlor Thk'h) 

I. Krishi 5,390 711fi3 

3. jln,tl S37 713 

6. flUP311 542 719
 
7. Uttirri 772 g2 

9. DSBL 2,550 3,392
 

Tot--I 
 1,051 10,646 

2/ Ttal ~bind byo~.~$ i , nultilNo ;vO4'untjIl I*n Ir by 

1,o327 Tlk which Is t'##jivr -, Olm L ,ln for Jmm'ti. 



Tnblo Iv-7
 

Ectimttod Liana Outstandina to 
Thtrprt Grrup As 5F Doctu r 3l12979, 

'urorof Avora . Total valua
 
Landing Unduplic=1d size 2of of Lm,:n

Institution Borrowort, 1,-n-.n' 

1. Krishl ?P44 1,307 2,672
 

2. Sonnll 441 1,297 572
 

3. J3nitn 284 1,321 375
 

4, A4reni 1,111 659 732
 

5. 1Pubali 589 1,009 594
 

6. Rupit 226 661 149
 

7. Uttarm 331 675 229
 

8. IRDP 536 678 353
 

9. SJSB 364 776 282
 

Tovi1 591314 19006 5,988
 

1/r TabL 111-3
 

2/ rron Tbl4 V-4
 

so 



Tablo IV-S 

Comparison of Lsti~t. d Loans Out3tradnng 

rotontva vanind 

( 000 tf Taka ) 

'eniin; Pmtentinl. Porcont Porcent
V-..ue of Potntl 

st~ndinr, AXiMnum PrAFFM~tiC 

1. Kriahi 375 1,977 7,1&3 25.6 37.3
 

2. Sonnill 572 925 5q4 61.9 07.9 

3. Janata 37f 1#977 713 13.0 52.6 

4. Apa'ni 732 39211 1,851 22.0 39.5 

5. Pubill 594 3$218 115149 18.5 38.3 

6 Rupali lug t292 719 11.5 20.7 

7. Uttirm 229 3433 1,024 6.7 22.4 

8. IRDP 363 4,173 1,651 8.7 22.0 

9. USBL 202 79241 3,392 3.9 8.3
 

Totil 5,968 35,893 10,646 16.6 31.9 

1/ From Tblu IV-7 

2/ Frnm Thlo IV-S 

3/ Frnm TibLv IV-O 
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.V..HATISTHE E17'ECT OF DIFFERENT~ RATES 0or 
INTEREST ON THE LEVEL OF BORROWING? 

A. 	Introduction
 

The 	basic information which will be used in the analysis of the relation
 
of the level of borrowing and interest rates is derived from the cumula
tive value of loans through December 31, 1979 which was distributed at
 
the 	March 3, 1979 meeting. A first glance 
at the table which totals the
 
loans made by all institutions classified, by interest rates, would
 
definitely give the imnression thAt the lending institutions were having
 
difficulty in making loans at 30% and 36% rates of interest. 
Only 16%
 
of the loans were made at 30% rate of interest and only 6% of the loans
 
were made at the 36% rate of interest. But a further examination of the
 
Information rnveals that relatively few of the outlets of the lending
 
institutions wora offering loani at the 36% rate of interest. 
For
 
example, Krishi Bank which has the largest RFEP progran was not lomning
 
at 36% rate of Interest. 
1ls was .lso true of Sonali, IRDP and BJSB.
 
The same situation, although not so drnsiic, wis true for the number
 
of outlets of the landing institutions vhich loaning at the 30% rate
 
of interest.
 

It is, therefore, cleur that before we can oxamino the impact of 
different Interast ritc on the lovol of borrowing, it is neceo.sary to 
develop estlates of the number of households to which a given Interest 
r4t applied. This witc done. 

fL.	Estimated Number of Target House~holds Subject to Lending
atEachRate or Interest 

All outlets with ,a given' rte of intareost ere grouped together and 
the estimated number of target households computed for those outlets. 
In offact, we have mn estimate of the numbur of target households 
which wore in the sogmonts of the landing institutes offering 12%, 18%,
 

24%, 30% and 36%.
 

Actually becUase Of the fact that IRDP nnd BJSB offor loans at 
different rtats under varying circumatncas, It Is nocessary to develop 
several oats of household estimates. ror *xUmplo, In the case of crop 
loans all thair outlets offer loans at 18% whereas In case of other
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agricultural and non-agricultural loans they offer loans at 24% and
 

30%. It is necessary to make two estimates of the number of target
 

households distributed by interest rates. The first deals with lending
 

for crops: IRDP and BJSB target households must be placed in the 18%
 
category. In the case of other agricultural and non-agricultural loans
 

it is necessary to include their target households twice -- once under
 

24% and once under 30%.
 

Also in the case of IRDP and BJSB, it is necessary to utilize the
 
target group estimate which is drawn only from the member cooperatives
 

since loans have only been offered to their members. In Table V-1 the
 
required target group households are shown together with the percentage
 

distributions. It wi.l be noted how small the percentage of households
 

falling in the 30% an," 36% lending categories , especially for crop 

loans.
 

C. Crop Loans
 

In Table V-2 the 6istributlcn oi crip loans by interest rates charged
 

is compared with the distriLution of target group households. In the 
second column the percent distr1bution of loans 9 t, by far, 
the highest percentage bhing distributed at :1%, But that category 
also has the highost percentage of target households -- 36%. In order 
to make a syste:.Atic cuvmrarison between the percentage of the value of 
loans mado at each interest rate and the percentage of target group 

households in each hiterest vate category, an Index has been computed. 

The Index in the tatio o perontaga of loan value to percentage of 

targit households at each Interest level multiplied by 100. It is 
shown in thu lnst column. When the Index Is 100 then the level of 
lending is proportional to the ntrmbar of target households in each 
interest rate category. If the Index is less than 100 then the demand
 

for loans at that inteimst rale in less than is to be expected based
 

upon the number of target households. It,of course, may not be only
 
lack of domand It night be a number of other causes such as lack of 

management. drive, lack of por;oi.-iol, lack of notification etc. However,
 

at least thcae Indexes do give some indication of the loan demand at 

each interest luvel, at lo %tasreated to the number of target house

holds. 
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It can be seen that the value of loans granted at 12% was actually
 
only 57% of what might be expected based on the percentage of target
 
households. 
On the other hand, 27% more loans as measured in value
 
were made, 18% more than the expected amount as based on the number of
 
target households. At 24% the actual level was about the amount to be
 
expected. Interestingly, the value of loans made at 30% was 52%
 
higher than expected. At 36% the level was less than expected. 
Only
 
5.2% of the loans werv made at that interest rate, whereas the percen
tage of target households ii,that category was 7.5% to yield an Index
 
of 69. If the 36% and 36% categories are combined, we still get an
 
excess of loan value as compared to the percentage of target households.
 

D. Other Agricultural Loans
 

A similar table is to be found relating the value of other agricultural
 
loans to Target households at each interest category. A quick glance
 

"-3
at the last column in the Tible/cloarly points to the fact that the
 
lending institutions have not been successfuil relative to the propor
tion of target households in each interest category inmaking the
 
appropriate number of loans at any interest rate above 12%, 
At this
 
level, the Index is 173 implying that demand exceeded the expected
 
numbor by 73%. At 18% interest the level of lending almost came up
 
to the expected amount with an Index of 85. 
 The Index registered well 
below 80 for each of the other interest rate categories indicating 
there are insufficicnt takers. 

E. Non-Agricultural Loans
 

In Table V-4, it can be seen that non-agricultural lending pretty wall
 
follows the expected demand based upon the percentage of housohold3 in
 
oach interest rate category. If anything, the demand for non
agricultural loans ishigher at the higher interest rates. Thus the
 
Index for 12% loans is 92 whereas at 30% it comes out to bit 117 and
 
oven at the 36% rate of interact thu Index was 106 or 6% more loans
 
in terms of value wan mado than oxpectod.
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F. Relationship of Purpose of Loan anu Interest Rate
 

Before estimating the cross-relationship between interest and purpose 
of loan, it is necessary to make sure that the number of households 
which might receive a 12% crop loan is the same as the number of 
households which might receive a 12% "other agricultural" loan or 
a non-agricultural loan, otherwise the comparison would be invalid. 
The adjustments wore made so as , in effect, to equalize the number of 
households which were exposed to the came interest rate for each loan 
purpose. After the adjustments were mada, TablQ V-5 was prepared. 

It indicates that the highest percentage (31.7%) of crop loans wore 
made at 30; interest rato. Strdngoly enough the smallest percentage of 
crop loans was made at 12%. Even with an interest rate of 36% the 
percentage of crop loans was 50% reater than at 12%. 

It is also to be noted that other agriculturo loans dominate only at 
12%. On the other hand, the proportion of non-agricultural loans tends 
to increase as the interest rate incrasov. 

G. Summary 

The target group households woru distributed by various interest rate 
categories. The distribution of the target gpoup households was uced 
to determine whether the distribution of the value of loans made at 

that which
each interest rate was consistent with/might bo axpectod or whether the 
lending institutions were having difficulty in making loans at the 
higher interest rates. 

In tho case of crop loans, it was found that tho higher rates of 
interest did not impode the making of crop loans, opecLally at the 30% 
level. Loans at that level wore "ovor-subscribod" by 57%. Difficulty 
however, was oncou-terod in making loans for other agricultural purposes 
at interest rates above 12%. 

A different picture was found in the case of non-agricultural loans. 
The value of loans %ado at 30% and 36% excaodod tho xpectad amount, 
whereas the value of loans made at 12t fell bolow the oxpectod demand 
based on the number oil targot households In that Lntorost category. 
This is a particularly significant finding in that 411 of the loans 
(the largast of thro categorion) wore for non-oariulturnl purpose.. 
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Table V - 1 

Estimated Number of Target
 
Households To Be Used For
 
Different Types of Loans
 

--- Perccntage Distribution For -

Households 
 For Other
 
Interest Excluding For Cyop Aqriculturo
 
Rates IRDP & BJSP 
 Loans 	 and Non- . Crop For Other 

A,7riculture- Loan3 Loans 

12% 6,149 6,14? 	 27.76, 41 25.4
 

18% 6,142 6.142
9 081 31-.3 25.4
 

24% 4,126 4.,126 0,065 18.6 25.1
 

30% 2,207 2,207 4,146 3.9 17.2
 

36% 	 1,67S 1,673 1,678 7.5 6.9
 

Total 20,302 22,241 24,180 100.0 100.0
 

Note IRDi 
and BJSB Target membership is 761 and 1178 respectively
 

or a total of 1339.
 

1 - IRDP and BJS13 Target household added to 18% interest rate category. 
2 - IRDP and BJSB Target household added to 241 and 30% categories. 
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Table V - 2 
Crop Loans: Comparison of 
Distribution Of Loins Value And 
Target Households By Interest Rates 

Distribution of Index : Ratio2 

Interest Loans Througn I Percent e:rent % Loans To 

Rnters Duc. 31, 1979 Di'tribution Di - % Target
(In ThkO t HouseholdsOf Lansalue T,!rget 

Households
 

12% 445,2313 15.8 27.7 57
 

18% 1,321,021 46.1 
 36.3 127
 

24, 510,4+76 17.8 18.6 96
 
30% 431,24t0 15.1 9.9 153
 

36% 148,091 5.2 7.5 
 69
 

TOTAL 2,863,131 100.0 100.0
 

1/ Total crop loans made 
including to non - target households since 

there is no way to separat#, loans made to non-target households 

by purpose of loan. 

2/ Times 100 
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Table V-3 

Other Agricultural Loans 
Comparison Of Distributions 
Of Loans And Target House. 

holds By Interest Rate 

Distribution Percent Percent Index : Ratio 2 

of Loans Thr- Distribu- Distribu- %,Loans to 
ought Dcc tion of tion of % Target 

Int,.!rest 31, 1979 Loan; Target HouseholdsRate 	 Households 

12% 2,"61,350 44.1 25.4 174
 

18% 1 15- ,202 21.6 25.4 85
 

24% 84,1,4149 15.8 25.1 63
 

30% 719,400 13.5 17.2 78
 

36% 26),'075 5.0 6.9 72
 

Total 5,348,476 100.0 100.0
 

I/ 	 Total Non-Agricultural loans made including to non-target
 
households since there is no way to separate loans made to
 
non-target household by purpose of loan. 

2/ 	Times 100
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Table V-4 

Non Agricultural Loans : Comparison
 
of Distribution Loans And Target Group
 
Households By Interest Rate
 

Distribut ion .2 
Percent Index : Ratio 

InterestRate 
Rate 

of LodnsThrough
Throi,197, 

Percent 
Distri-

Distribution 
Of Tai get 

% Loans To 
%Target 

bution of Households Households 
Loans 

12% 1224,39 23.4 25.4 92 

18% 1,278,535 24.5 25.4s 96 

24% 1,319,013 25.2 25.1 100 

30% 1022,070 19.6 17.2 114 

36% 383,383 7.3 6.9 106 

TotaC.l 5,22e,140 100.0 100.0 -

1/ All non-agiicultural loans including to non-target househoids 

since there is no way to separate loans made to target house

holds by purpose of loan. 

2/ Times 100 
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Table V-5
 

Percentage Di 'tribution of Loan2 by Purpose
and Intercst Rite Charg. Cumulativ . through 

D,.ccmbur 31, 1979 

Loins For 

Interest Rate Crops Othcr Agriculture,' Non-Agriculture, Total 
I I t I 

12% 11.2 5 .2 30.2 


18% 29.2 33.6 
 37.2 100.0 

24% 25.7 29.0 .4',5.3 100.0 

30% 31.7 28.2 40.1 LOO.0 

36% 18.5 33.5 48.0 100.0 

Total 'imount of Crop Loanz;3 disLurs,-d wljur.t.d upw3I( or downwiird so 
,is to equalizu thw nurb,;r of Tart lou m.oldz off~rin- C:l, type of 
loan. A- the ran;. inturtzt rate C rrcsponding -id-justmnt wvvv; mtide 

for total loin:!,. 

00
 

100.0 



VI. CAN PRODUCTIVE INVESTMENTNE MADE BY THE
 
TARGET- GROUP IF LOANS -ARE.. ..........
 

A. Introduction
 

It is sti.L tco early to determine based upon the experiment whether
 

productive investments can be made by the target group. It will be
 

necessary to analyze certain data which are now accumulating in the
 

information system pipeline. The first part of the information is
 

coming from the lending institutions' records, especially with respect
 

to the repayment records. In a later chapter the current picture will
 

be analyzed to see if the repayment record is such as to indicate
 

whether the loans were put to productive uses.Of course, there may be
 

other factors-than the quality of investment which may cause the
 

repayment record to be less than desirable. Thus, a too short t
 

repayment period (a frequent complaint), events beyond the control of
 

the borrower, insufficient size of loan, lack of freedom to choose the
 

proper type of investment, ,ts..
 

The second type of information to be gathered relates to the tracing
 

through what actually happened to thu use of the loan and did it turn
 

out that the use to which the borrower put the money was productive or
 

not. A part of the borrowers is being covered by the farmers' survey.
 

The first survey has been completed in the field and keypunched and
 

will shortly bu tabulated. It covers one crop cycle. This type of
 

survey should bu extended to non-farmers as well.
 

In the meantima, an attempt will be made to give some answers to the
 

question. The first will be to utilize the opinionsof the target
 

population as provided in the Baseline Survey as to what they would
 

do with the loan. Did they want it for consumption or for investment?
 

What kind of investment? Thu socond,will make some reference to case
 

studies of borrowers made by the Social Anthropologist and the Field
 

Credit Specialists on their field trips. The third will be anaiysis
 

of the distribution of loans alroady made in rclationship to genera

tion of gross cash income of the target group by source -

agricultural or non-agricultural.
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B. Th O~i io.: t J §. 

As pointed out in Chapter IV some 79% of the target group respondents
 

replied "yes" when asked the question "Ifyou had an opportunity to
 

take out a loan?" whereas, we know from Chapter 1I that only about
 

11% of them had taken out a loan from any source during the previous 

year. The next question was it 1;otild you use the Money for?" 

They were allowed multiple answers. Only 2.5% of the answers referred 

to consumption items such as food, build a house, repair a house. If 

one considered a milch cow a consumption item then tho percentage of
 

answers referring to consumption items would go up to about 8%. All
 

the rest of the answers wore related to productive investments.
 

It is intercating that even among the target households with some
 

farming activity the most frequent answor was that of investing in a
 

business. Slightly over 50 if tho respondents interested in taking
 

a loan mentioned that use of th., money. In the cane of the respondents
 

which were classified as not hAving somo firming activity 56% roferrod
 

to investing in a business. In a~dition to such broad items other
 

non-farming activity was menttenod such as the purchase of rickshaws.
 

This great interest in investing in business (non-f4rm nctivity) on
 

the part of both tdrgct group m.,i.iors with farming activity and non

farming activity at the prosent t..i is significint because it ties
 

into the an-lysf*, of the loans to ('ate with respect to their purpose.
 

It should also bu pointed out that by far the most serious obstacle
 

or the most important nood for raiaing their level of living mentioned
 

most frequently by respondents vsc that of money for investment.
 

In view of the kinlis of answora ta:et group respondents gave in the
 

Baseline Survey it scons safe to conclude that, In their opinion, if 

loans were made available they cou"A find invotmaent opportunities
 

and that such loans or funds wore of groat importan i if they arc to
 

improve their economic condition. It is also important to noto that
 

there is a tendency for them to look toward non-agricultural investment
 

opportunitiea eovn if they nra ca'r/ing out farming activities.
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C. The Analysis of Loans by Purpose
 

In analyzing the distribution of the loans made through December 31,
 
1979, we use a techniquo similar to that utilized in tht 
analysis of
 
the impact of interest ratus in Chapter V. We will use the sources
 
of gross cash income 6f the target group as a basis of judging whether 
distribution of the ,loans by purpose is proceeding in the correct 
direction. Our hyvjthsls which Lw somowhit prngatic. is that probably
 
the most efficient way of increasing the income of a person or a group
 
of persons is for him to meko invostmnunts which are consistent with
 
his past oxrience. 
!i slould not try to Impose our preconceived ideas 
of what is/best for him oven if it means a radical change from the 
manner he Is presently earning his living. 

In Table VI-l the cumulntive lor ns through Decembor 31, 1979 are in
 
absolute terms. In Table VI-? the pircentngs distribution of the loans
 
by typu is prusuntod ^or ertch lending institution. The analysis begins
 
with Table VI-3. Thn pero*.:-.u 0 r the loans for ngriculturnl purpooes 
(crop and other naricul u ) ir c,)njxrv,! with the - "Z3 of gross 
cash income coming :um n-,icultumr. as givon in Tablo 1-9. 

It is 
seun that 59.24 of tho loans weit for agricultural purposes
 
evon though the hiutovy of nrniigr of th, targot group indicates that 
they roceiv, only 2G.31 Qf t*,io.. ; vr i ciish Income from agricultural 
pursuits. An in the cvir, of otfltr annlysos. an Index was developed 
which is the ratio o1 the ,pf.! fotago of loans mado by each institution 
for agricult ur'i putpooi aia -the pucunta;'o of gross cash income 
coming from igriculturo. if the ptrcantugos are the same then the
 
Index will be 100. 
 Thera 21%, only two lending institutions in which
 
the Index approaches 100 -- Sontli with n 133 and Pubili with an Index
 

of 127. 

The most questionib!e practice ith ruspoct to tho loins made appears
 
to be 4 of BJSB. Nloarly 85% of their loans wort for agricultural 
purposes ,vcn though only 13.56% oA their trget groups' income is
 
derived from agricultural pur3uits.
 

The picturo may bo comouh'. oxaggeratcd bocause we hava not boon ablo 
to separate the loans which wont t(, thu targot group from those that
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went to the non-tarpot group. We know from the Continuous Survey that 
-27.41 of the loans went to tho non-target group. Although we cannot 
separate the loans It may be possible to obtain i base for comprison 
purposes which is more comparable to the situation of the actual 
borrowers. This could be 3 significant difference because as was 
soon In T4blo 1-9, the non-targo households received twice as much of 
their income from agricultural 4ctivities than the target group -
52.3% vs 26.3%.
 

By veiChti.-U the percentage of cash income derived from igriculturil 
activities for the target group and the non-'trgat group in each 
lending institution by the proportion of target and non-target lonns 
according to the Continuous Survey, we havo cono up with the percentage 
of 8ross cash income derived from ngrLculturo for possible clientele 
of each of the lending LnstLtutionn. This figuro Is shown in the second 
column of Table VI-4. We b4llivc rhit it is n moro roalistic percentage 
to usa since It recognizus that 27.4% of the loans went to non-target 
borrowers. Thu ivarige porcantago of cish farm L.com derived from 
agricultural pursuits is now 33.4%. 

As might be expected the Inlizes for auch of the l4nding institutions
 
drop, with Pubali falling below 100. The ovwrill index is 177 indica
ting that even allowing for the introduction of non-tirgat borrowers 
with a thathigher parconttgo of cash income coming from agriculture, 
the proportion of agricultural lo,ns exceed the percontagu of income 
dorivd from ngrlculture by 77%. 

D. Sum'4ry 

While we do not hive is yet avidence directly from the Expariment as 
t. whether the targat group can find sound Investment opportunities
 
for the loans they might ruonlva from the RFEP, we have provided soma
 
evidence from that Baseline Survey that, at last, the target group
 
members not only bellov 
that they could mko productive un of the
 
loan but that they need such loains If they ire to Improve their
 
economic conditions.,
 

More important, they most frequently conoldvr that the productive
 
investments will be outside of ngricultural field.
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A comparison of the percentage of loans for agricultural purposes
 
with the source of gross cash income of the members of the target
 
group, or evon target and non-target group borrowers, indicate that 
with two exceptions (Sonali and Pubali) 
 the purpose for which the
 
loan is to be used is inconsistent with the borrowers' normal sources
 
of income. This may be the result of directives to push crop and
 
other igriculturnl loans even though the borrowers may not want such
 
loans. Th evidence that they want non-agricultural loans was given
 
in the previous chapter where it w~a 
found that ouch loans ware 
"over-subscribed" It 30% and 36% interest rntes. Liter, in the dis
cussion of particul3r cise interviews by tho Social Anthropologist, 
evidence will bo found to support the fact that the borrower is some
times beine forced to tiku tn agricultural loin when ho wants a 
non-agricultural loan. 



-------- 

Lending 

In,-; t tvuti r, 


1. Kri!hi 

2. Sonali 

,3riat-i 

4. Aprani 

5. Pual 

6. Rul-,i 

7. (ltt ra 

8. IRDP 

9. DDL 

TOTAL 


Table VI - 1 

Total Amourt Loaned ByPurpose 

Of Loan Through December, 1979 

( In Taka., ) 

Loans For--------------


Othor 
Crop Ag}ricultur,.. 

722,440 2,611 , 

513,204 .;71, Km 

172,200 1,089 ,)67 


4,3'0 287,425 

200,673 246,000 


71,985 131,160 


150,401 123,35 


230 ,70 145 ,022 


229,14 3 5'5,000 

2,640,716 4,941476 


Non 
Agricultur 2 Total 

, 31 ,J.) ,16,940 

632,570 1 ,616974 

17 J,13 I, 40 650 

511,035 1,262,790 

660, .) 1,107,567 

'0,563 2'] ,700 

120,'lrY) 416 , '53 

118 ,350 104, 122 

b6,000 4' 3,14 

5,224,140 12,809,332
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---------- 

Table TI-2 

Percent Distribution of Loans by
 
Purpose Through Decumber 31,1979
 

Lending 

Institution Crop 

1. Krishi 
 11.7 


2. Sonali 36.2 


3. Jan .tci 12.0 

4. iAr~mi 36.8 


5. Pubali 13.1 

6. Rupili 24.5 


7. Uttiri 38.1 
8. IRfDP 46.7 


9. BSbL 
 72.6 


TOTAL 
 20.6 


Percent ---------------

Other 

Agriculture 

42.3 


19.1 


75.6 


22.8 


22.2 


44.7 


29.6 


29.3 


12.2 


3P.6 


Non -
Agriculture Total 

46.0 100.0 

44.7 100.0 

12.4 100.0 

40.4 100.0 

59.7 100.0 

30.8 100.0 

32.3 100.0 

24.0 100.0 

15.2 100.0 

40.8 100.0 
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Lending 

Institution 


1. Krishi 


2. Sonali 


3. Janata 


4. Agrani 


5. Pubali 


6. Rupali 


7. "Uttara 


8. IRDP 


9. BSL 


TOTAL 


1 - From Table 1 - 9 

2 - Timeo 100 

Table VI-3
 

Comparison Of PercentLoans For
 
Agricultural Purposes And Gross
 
Cash Income From Agriculture

For Target Group Households
 

Percent Of 

Percent of Gross Cash 

Loans For Income From, 

Agriculture Agriculture 


54.0 26.7 


55.3 41.7 


87.6 23.1 


59.6 22.0 


40.3 31.7 


69.2 33.4 


67.7 14.1 

76.0 29.4 


84.8 13.5 


59.2 26.3 


ndex YRatio 2
 
* Agricultural
 
Loans To %
 
Income From
 
Agriculture
 

202
 

133
 

379
 

271
 

127
 

207
 

480
 

258
 

628
 

225
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Comenar son Of Percent of Loans For
Agricultural Purpose And The Percent ofGross income Fm A Cu ture' uste 
To Includo Non-Tarot Group Rfo-Forowers 

Percent of Index : Ratio WPorcont Of GrossLending Cash %AgricultureLoans For Income From1 
 Loans To % IncomeInstitution 
 Agriculture Agriculturo 
 From Agriculture
 

1. Krishi, 
 54.0 
 33.0 
 164
 
2. Sonali 
 55.3 49.2 112
 
3. Janata 
 87.6 
 20.0 
 304
 
4. Agrani 
 59.6 
 26.5 
 209
 
5. Pubali 
 40,3 
 41.3 
 98
 
6. Rupali 
 69.2 
 35.2 
 197
 
7. Uttara 
 67.7 
 17.7 
 382
 
8. IRDP 
 76.0 
 37.8 
 201
 
9. BSBL 
 84.0 
 21.0 
 404
 

TOTAL 
 59.2 
 ,13.4 177
 

i -
From Table 1-9 obtained by weighting per'cont groos cash income
earned from agriculturo for target and nn-tart Ifo'J,.holds by proportion of target and non-targot households given RFEP loans

Table III-1. 



2 - Time 100 
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PART - C
 

MOBIL!ZATION OF SAVINGS
 



V 

VII. 
WHAT IS THE PRESENT AND POTENTIAL MOBILIZATION
 
OF SAVINGS AMONG TARGET GROUP HOUSEHOLDS?
 

A. Savings Before RFEP Among the Target Group
 

The Baseline Survey provides an estimate of thc percentage of the
 
target group households which saved prior to RFEP. As shown in
 
Table VII-1, it is estimated that 11.3% of the target group households,
 
or 3,150 households, saved before RFEP. The highest percentage of
 
savers were found inthe Janata areas 
-- 27.8% of the households
 
located inthe areas covered by Janata stated that they had saved.
 
Second was IRDP areas with 21.5% of the target group stating that they
 

had saved prior to RFEP.
 

As pointed out in Chapter II,only 4.1% of the households inthe
 
target group had received loans from institutions prior to RFEP. Thus
 
savings was not directly relited to borrowing. There is a tendency to
 
save whether borrowing takes place )rnot. In Table VII-2, a comparison
 
is givan between the percent of target group borrowers and target
 
group savers before the RrEP. There is no clear relationship between
 
borrowing and saving. 
The one fact to be noted, however, is how much
 
greater is the variation in the rate of savings among the areas than
 
in case of borrowing.
 

B. The Number of Savers
 

In the analysis which will be made in this chapter, itwill be assumed
 
that the same kind of mis-classification of tirgot group borrowers, as
 
rovoaled by the Cortinuous Survey, occurs in the classification of
 
target group savers on the part of the lending institutions. This is
 
likely becnuse the process of saving is frequently linked to the
 
proca.s of lending under the RrP program. In effect, it is assumed
 
thst, ovorall, some 27.4% of the. savors or depositors have been classi
fied by the inding institutions as targot group savors whereas they
 
belong in the non-target group, even though the outlet may not have a
 
program for non-tnrget group savers in oporation. 

A small samplo survey, which was carried out in February and March
 
180 to obtain certain anewers rolatod to savings mobilization, came
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up with the identical proportion - twenty seven percent of the so
called target group savers turned out to be non-target group members 

when their land holdings and gross cash income were considered. 

In Table VII-3 the number of target group depositors, as reported by
 
the lending institutions, has been multiplied by the percentage of
 
target group borrowers for each lending institutior as found in the
 
continuous survey. This yields a total of 5034 depositors in the
 

target group classification or 18.4% of the total number of target
 
group households. It is to he noted that Sonali has the highest
 
percentage of target group savers even after a major reduction due to
 

the amount of non-target lending.
 

Since RFEP contemplates a relationship between borrowings and savings,
 
a comparison of the percentage of target group members who save and
 
who borrow is presented in Table VII-4, The third column is an
 

Index which isdeveloped by obtaining the ratio between the percentage
 
of savers and borrowers and multiplying the ratio by 100. There tends
 
to be a rather consistent relationship between the percentage of savers
 

and borrowers in each institution since the fluctuation in the index
 
is not very great from one lending institution to another. This seems
 
to indicate that RFEP savors are also RFEP borrowers.
 

Inview of the relatively high percentage of target group households
 

who were savers before RFEP, the question can be raised as to whether
 
a number of depositors who are now under the RFEP savings program were
 

not already savers and merely shifted over. The February/March 1980
 
sample survey of landing institution depositors indicate that
 
approximately 45% of thu current target group depositors were previous
 
depositors. This would moan that of the estimated 5034 target group
 

dopositors, approximately 2770 wore now depositors and 2264 ware
 
previous depositors. Also, it is posoiblo to say that some 900 of the
 
3160 pre-RFEP savers (see Table VII-l) did not shift to RFEP. This
 

could be due to the fact that they may be saving in a non-RFEP
 

institution or &re not awaro of tho RFEP program.
 

C. The Amount of Savings
 

Since one of the objectives of the RttP is to dovolop resources locally,
 
it is desirable to see how much the target group savors contributo
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to the capital being utilized by the lending institutions to provide
 

loans to target group borrowers. Again, under the assumption that
 

some of the non-target group depositors have been mis-classified by 

the lending institutions as target group depositors, we will have
 

to adjust the value of the target group deposits to take care of this
 

matter. Although it is also likely that the average size deposit by
 

the mis-classified depositors is likely to be higher, no adjustment
 
l
was made for that factor.Y In Table VII-5 the relationship between
 

the estimatod savings balance by iaraet group households and loans
 

outstanding to the target group is pisented. Overall, it appears
 

that target group savers have contributed about 7.1% of the capital
 

needed for target group lending. The highest proportion was by Rupali
 

where 12.8% of the resources came from target group savers.
 

Of interest is the average size deposit and the average size loan
 

for those depositors who have a loan, Unfortunately, we do not have
 

individual data to permit a cross-classification. The most we can do
 

is to compare the average size loin and the average size deposit by
 

institution and interest rate. In Table VII-6 it is seen that the
 

average sizo deposit amounts to only about 8.5% of the average size
 

loan. This, in itself, indicate- that it is unlikely that target
 

group savers will be able to provid: a high proportion of the required
 

resources.
 

An intorusting aspect of th ,average size of savings isrevealed by 
data collected in tho Fobruary/March Simple Survey of depositors.. 

The dopositors wore classified is to whoth~er they hadl savinge prior to 

the RFEP program. As noted above, 45% of them had. The avorago size 

deposit balanco of previous aavorz was 127 takas, whereas the average 

size balance of now savors %:ison~y 87 tnkas, or half. This may 
illustrate the effect of the sovings habit. It could also moan more 

confidence in the saving institution. 

The February/arch Survey of DN4sftors rovoaled that the average 
size of savings of non-targat dopcoltors wan 22% greater than the 
avoraoe sizo sivings balnce of trget group depositors. 
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D. Effect of Interest Rates of Savings
 

One of the objectives of the Experiment is to determine whether higher
 

interest rates on savings will attract more depositors. In Table VII-7
 

the number of depositors in each outlet has been tabulated by interest
 

rate being offered by the RFEP program at that outlet. As was pointed
 

out in Chapter IV, exposure of target households to different interest
 

rates varied considerably. Thus, in the case of loans, many more
 

target group households fell in areas which were subject to 18% interest
 

loans than those falling into the areas where only 36% interest loans
 

were being offered. It was necessary to take this into account in
 

assessing the effect of different interest rates on the number of
 

borrowers and the amount of loans. The same Is true for an analysis
 

of the savings patterns.
 

In Table VII-7 the nur2Ior of depositors recorded as of Dec,:mber 31, 1979
 

associated with each internist rate is ;Ivan In the first column A In
 

the second column tW.l ',u founl the percentage distribution of the 

number of depositor. by int ,-strates. In the third column is comparable 

percentage of target households that fall In each interest category. In 

the final column the Index of comparison is computed. The Indexis 

computed by obtaining tha raeio between the percentage of depositors 

to percentage of target hou,.eholdn at each interest rate and multiplying 

by 100. If the Indi:: is abov 100 then thore are more depositors than 

is to be expected. It is clear from the column giving the Index that 

depositors are attracted to the hither interest rates on savings. This 

is especially true for the 1% rate of interest.
 

However, when we lork at the total value of the dapo3its (Table VII-8), 

wo obtain a difforont pilcxvore. The indox is In xcess of 100 by a 

considurabla amount at the 11%0 inerost level and only by n small amount 

at the 15% level of int,,rust. The 7ndex at the interim Interact rates 

is below 100. Thin irplion that the iverae size deoposit varies more 

or lesa invorsaly with tho intoriat rate paid. Thii io soon clearly 

nz isin Tablo VII-9 in whlch i.-r, rio of det,osit rolatod to the 

- to asnumed tat the pmrtion of targt and non-tarlat savors Is
 
proportional in utch Intorc.t group Po that no correction i made
 
for non-target depositors who woro mlo-claucifiod.
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interest rate. At 11% the average size deposit is 121 taka while at
 

15% interest, the avorage size deposit is less than half -- 54 taka
 

Based on the sample survey of depositors referred to earlier, we know
 

that the average size of new depositors is half the size of the
 

deposit of older depositors. It might be that th, higher interest rate
 

depositors arc primarily newer depositors since the average size of
 

their deposit balance is smaller.
 

E. Relation of Income and Savings under RFEP
 

DC.a from the sample survey of target group depositors mentioned
 

earlier indicates that vhe mre affluent depositors tended to hav a 

smaller percentage of their income in savings than the lower income
 

depositors. Thus, depositors with lest than 1000 taka had a savings
 

balance, on the average, which was 20' of thoir income. On the other
 

hand, those households with a gVoss cash income of 5000 to 6000 takat
 

had a savings balance, o-.dhe average. which -as only 2.7% of their 

income. The decline in savings was pretty consistent with the rise in
 

income. 

This, of course,, resulted in tiw average level of savings being higher 

among the poorest. Thus the avcaga :avings nmone persons with income 

of 1000 take. or loss was 144 taka , .t in not until one reaches the
 

6000 taka level that the average level of savings balance approaches
 

such a figure.
 

It is pretty clear that an enforced savings operation is taking place 

under the RFEP program, particularly for the imall income households.
 

In fact about 59% of the respondents montionod that they saved in order 

to gut a loan or the bank staff kept a portion of the loan, Another
 

11% said xhat the bank staff adviscd 'Tho Vi save in the bank. 

This may also oxpnlin the heavy withdrawals. The money is put into the 

swings account rather thmn being giv-n to them at the time of the loan 

and than it is withdrawn as tnu nocd for the money comes about to make 

the investment for which tho ),oan was intundcd. 
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F. Withdrawals
 

The withdrawals have been quite heavy from the savings accounts,
 
although we unfortunately do not have any standards to go by. There
 
are several explanations for the heavy withdrawals. One was just
 
given, namely that the savings account acts as a conduit for the loan
 
to be paid out as the need for the use of the loan money arises. Another
 
is,at least until recently, that the loan repayments were passed
 
through the savings accounts. This is supposed to be happening less
 
according to the reports we received from our auditors carrying out
 
the Institutional Survey. 
On the other hand, the financial analyst
 
has pointed out that most of the lending institutions are not geared
 
up to record loan repayments which occur with a frequency yielding
 
time periods of less than a 
month. It is better for the institution
 
to deposit the instalment on the loan in the savings account and
 
then take it out as itcredits the loan repayment. In Table VII-10
 
the cumulative withdrawal is related to the cumulative deposits.
 
Overall 75.1% of the deposits have bean withdrawn. This seems high.
 
However, one can turn the percentage around and say that 25% of the
 
deposits have been retained for the use of the lending institutlons.
 

A month-to-month analysis of withdrawal ritios of some of the
 
Institutions show a more moderate rato of withdrawal at least during
 
the last six months. 
 Thus the average rate of monthly withdrawals,
 
calculated by taking the deposits withdrawn in the month as a 
percen
tage of baginning balance lnd the month's 4eposit, averaged 28% for
 
Krishi. In the case of Pubali itwas 12%.
 

Inan effort to anai,ze the ritu of withdrawals from the monthly
 
accounting reports, wJ tabulated the rate of withdrawal by the interes$
 
rate paid. The Information is given inTable VII-I1. 
 No significant
 
relationship seems to exist.
 

In the sample survey of denositors carried out in rabruary/Maroh 1980,
 
approximately 11% of the raspondonts otAted thqt they hid made at
 
least one withdrawal from their savinga account. 
Tha most frequently
 
mentioned reason wan that of Investing In business (23%) or buying
 
a rickshiw/motor rickshaw (11%). 
 Vary fow mentioned withdrawal for
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consumption purposes. 
It should also be pointed out that the average
 
size of the withdrawals were quite large 
-- 518 take . The average.
 
size of the deposit balance was only 130 taka:. 
 Ineffect, although
 
only 11% of the depositors made withdrawals, they withdrew 34% of the
 
value of the total savings.
 

This is seen even more clearly from the monthly accounting records.
 
Thus, the average size withdrawal from Krishi Bank in December was
 
1720 takat. whereas the average size balance was 116 take:.
 

G. Estimated Potential
 

Needless to say, the level of potential of savings among the target
 
group is a difficult question to answer. 
Inorder to make an estimate
 
we have utilized some information from the Baseline Survey, some £ntu
itlon and the proposed relationship between lending and savings under
 
the RFEP program.
 

One of the first assumption we have mide is that, as household gross
 
cash income increases the percentage saved is increased. This.is
 
contrary to the findings of the sample survey of depositors, but we
 
feel that the find/if a temporary situation as those savings are a
 
pass-through to the loans. 
 Rather arbitrarily we have assumed that 
thQ following relationship can exist between gross cash income and the 
percentige of income saved among the target group. 

No Income - 0% savings 
0 - 1000 take. - 2.0% savings 

1001 - 3000 tk - 3.5% savings 
3001 - 6000 tk., - 5.0% savings 

From the Baseline Survey in otimato of pross cash income received by
 
the target group houschold for eich economic class was dovolopd for
 
each linding institution. The savings Prcentagis noted above were 
then 4pplio: to the gross cash Income ineach Income clu and totalled,
 
This implied that avory household in the income class will save the
 
percentage of their Income 4s specified above. 
 Since savInFa Is a 
slow process snd the RFEP isexpanding over at lest a two year period, 
wo assumed that maximum potantial could be reached In two years it 
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every household ssved. Thus, we would assume that a lending institu
tion which was In operation only six months could only be expected
 

to reach 4th of the full potential by December 31, 1979. So adjust

ment was made to take Into account the length of the time the lending
 

Institution was opcrating under RFP.
 

Another adjustment which was made relates to the relationship between
 

lending ind savings. Thus if only 21% of the target group was 

reached by tha credit program, this wa, taken Into account to reduce
 

thu maximum potential for the Decemtor 31, 1979 Dotential estimate.
 

Howavr, slightl7 offsetting this was allowance for pre-RFEP savings.
 

In Table VII-12 the estimated mixiurm potential vas made under the
 

asoumptiop thato very'houisohold in the target group saves according
 

to the porcentaes given. 
In the second column this has been adjusted,
 
for each Institution, by the number of months in operation. Thus, the
 

adjustment is the least in the case of Krishi which has been the
 

longest in operation.
 

In the third column the potential adjusted for months has boon
 

reduced In light of the percentage of borrowers In the target group
 

reached and pro-RrEP savings. Tho fourth column Is the value of
 

savings of the trgot group as of December 11, 1979 taken from
 

Table VII-5. Thu final column is the percont ge of the' adjusted
 

potential roched. 
It is to be noted that Sonili and Pupnli exceeded 

the adjusted potential by i considorable amount. Ovorall, the record 

looks pretty good -- 80.2% of the adjusted potential was roichod.
 

A furthur rofinemont can be madu to take account of tho rostrictod
 

target group definition of IDP and RJSJ3. This brings IRDP up to
 

67.0% from 51.9% and BJSB to 17.1% from 4.7%.
 

As In the cash of the potential for loins to tho targot oup, It is
 
dealrable to try to tAke a moro prasmntic appro4ch to the ultimite
 

potential fo,: aavings. Instoid of makin5 th4 ceoumptin thnt all
 

the housoholts will save, Lit us ust the bot performance to date,
 

namely that achleved by Sonali. By December )1, 1979, 51.7% of
 

lonalil' targut group hid nomo Pavingn. If w, multiply column I In
 

Tabl VI..12 by .517, we obtain our "pr?%ntio" potontnlI of savings. 
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This is given in Table VII-13. A total of slightly less than 

20 croros of savings would bo vwailnble from the target group under 

the "boat porformance" or "pragimtic" assumption. As of December 31, 

1979, 60 crores have boon ln',ncd (Tble IV-7). 

We can conclude that tho target group itself cannot generato the 

necessary resources. It :.s neceesary to look toward the non-target 

group. This isdone in tho noxt chapter. 
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3 

of Target Group Depositors 	 Before RFEPEstimated Nuaber 

Lending 	 Nuer of Percen/ Number of 
SaversInstitution 	 Target Gro Savinm 

Households
Area 


9.9 	 1058
1. Kriohi 	 10,690 

872 	 16.1 141i
 
2. 	Sonali 


1063 
 27.8 296

3. Janata 


7.0 193
4. Agrani 	 2.763 


8.3 192
2311
5. Pubali 

1.4 	 15
6. Rupali 	 1073 

7. Utta 	 1530 4.8 73
 

8. 	IRDP 2463 21.5 530
 

5061 13.0 658

9. BSBL 


Total 	 27,8.6 11.3 3156
 

SFrat Tbl I - 2
 

Spocial Tabulation of Base Line Survey.
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Table VII-2 

Comparison of Percentage of Institutional
 
Borrowers and Sources by Lending Insti
tutional Areas.
 

Lending 

Institution Area 


1. Krishi 


2. Sonali 


3. Janata 


4. Agrani 


5. Pubali 


6. Rupali 
7. W.r.. 

8. IRDP 

9. BSBL 

Total 


Sourco Ba e Line Survey 

Percent of Target

Group who 

Borrowtd
 

3.7 
3.5 


4.2 


6.2 


1.8 


3.7 

2.6 


9.5 


2.1 


4.1 


Percent of Target

Group who saved
 

9.9 
16.1
 

27.8
 

7.0
 

8.3 

1.4
 
4.8
 

21.5
 

13.0
 

11.3
 



Table VII-3
 

Percent of Target Households
 
Which were Depositors
 

Lending :Number of :Number of 

Institutions IDepositors :Depositors 


:Reported :Adjusted to 

'Target Group 4 


-, __ _ __ _ __ _ __ _ _ 

1. Krishi 2,007 1,473 

2. Sonali 766 451 


3. Janata 247 187 

4. Agrani 1,235 960 

5.Pubali 886 565 


6.Rupali 251 213 


7.Uttara 466 341 


8. IRDP 650 499 
9. BSBL 476 345 

Total : 6,984 5,o034 

: Number of Percent of 
Target T .Target Group 
HouseholdsU' : Depositors of 

Target House
' holds 

__ _ __ __ __,_ _ 

10,690 13.8 

872 51.7 

1,063 17.6 

2,763 35.9 

2,311 24.4 

1,073 19.9 

1,530 22.3 

2,463 20-33-/ 
5,o61 6.0/ 

27,826 18.1
 

1-/neducedby the percent of non-target group borrowers as given 

by Continuous Survey, January 8,1980. 

VTable I - 2 

-If the IRDP and BSI3L Target households arc restricted to membership 
in cooperatives then the following adjustments are made: 

Lending Number of 
Institutions Depositors 


8.IRDP 650 


9.BSDL 476 


Revised Total: 6,984 

Adjusted No. 
of Depositors 


490 


345 


5,034 

Target Housu-

holds 


761 


1,178 


22,241 

Percent of
 
Targot Group
 

Depositors 

64.4
 

29.7
 

22.6 
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Table VII-4 
Depositorn and Borrowers: Comparison
of Percent of Targot Oroup Reached by
Lending Institution Dec. 3., 1979 

Lendina 
Institutione 

PERCENT OF TARGET GROUP HOUSEHOLDS 

Depocitors Borrowers 

Index : Ratio 
Depositorpo 

% Borrovers.r 

1. iKrishi 13.8 19.1 72 
2. Sonali 51.7 5o.6 102 
3. Janata 17.6 26.7 66 
4. Agrani 35.9 40.2 89 
5. Pubali 24. 4 25.5 96 
6. Rupe.li 19.9 21.1 78 
7. Uttara 22.3 22.2 100 
8. IRDP 20.3 21.8 93 
9. BDBL 6.8 7.2 94 

Total 18.1 21.3 85 

I/ Times 100 
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Table VII-5
 

Comparison of fmount of Target Group
 

Savings and Target Group Borrowing
 

Total Depo- Estimated Estimated Deposits 

sits Repor- rcentage value of value3 as percent 
Lending ted as of of Target 2J Target Loans Pf 
Institution Dec.31,1979L/ Households- Group loans 

Deposits 

1. Krishi 233,273 73.4 171,222 2,672,0O10 6.5
 
2. Sonali 97,983 58.9 57,712 572,000 10.1
 

3. Janata 57,194 75.7 43,296 375,000 11.5 
4. Agrani 
 66,666 77.3 51,533 732,000 7.0
 
5. Nbali 
 59,598 63.7 37,964 594,000 6.4
 
6. Rupali 
 22,503 84.8 19,083 149,000 12.8
 
7. Uttara 
 15,272 73.1 11,164 229,000 4.9
 

8. IRDP 39,395 76.8 30,255 363,000 8.3
 
9. BSBL 5,008 72.5 3,630 282,000 1.3
 

Total 596,892 - 425,859 5,968,c 0 7.1
 

1/ From statements of Lending Institutions given on March 3, 1980
 

meeting.
 

/ From Continuous Survey dated January 8, 1980
 

_./ From Table IV - 7
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Table Vi-6 

Comparison of Average Size Loan and 

Average Size Deposit for Target Group 

Lending Average size Average size Deposit as

Institution Deposit l/ loan 2/ 
 percent of loan
 

1. Krishi 
 16 1,307 8.9
 
2, Sonali 
 128 1,297 9.9
 
3. Janata 
 231 1,321 17.5
 
4. Agrani 54 
 659 8.2
 
5. Pubali 
 67 1,009 6.6
 
6. Rupali 90 
 661 13.6
 
7. Uttara 
 33 675 4.9
 
8. IRDP 61 
 678 9.0
 
9. BSBL 
 11 776 14
 

Total 
 85 1,006 8.5
 

1/ This is the Arerage 
 size loan for all deposits classified by
the lending institutions as target group depositors since 
there
is no way to estimate the size of the deposits for "Target"

and misidentified. Non Target Group Borrowers as 
in the case of

loans utilizing the continuous survey.
 

2/ Table IV - 2
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Table VII-7 
Number of Depositors by Interest Rate 
with Distribution of Target Households 

(Docoibur 31, T9) 

Interest 

Rates 

NLber of Percent of Percent 

Int resNi nbe ofPer ent OfDistrilu-Depositors Total Depositors 
tion of 

Target Hou.-
seholds 

Index : Ratio 

% Depositors
Oftio% Tet/. Target 

HouseholdsV 

11 1,861 26.7 27.0 99 

12 

13 

14 

15 

1,580 

1,623 

1,184 

73I 

22.6 

23.2 

17.0 

10.5 

29.5 

22.2 

15.2 

6.1 

76 

105 

112 

172 

Total 6,984 100.0 100.0 
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Table VII-8 

Value of Deposits by Interest Rates 
Compared with Distribution of Target 
Households (December 31, 1979) 

Int rest Index: Ratio 
ateo 

Value of 
Deposits 

Percent Distribution 
of Deposits 

Percent Dis-
tribution 
of Households 

% Denosits to 
% Households./ 

11 225,281 37.7 27.0 140 

12 129,872 21.8 29.5 74 

13 126,432 21.2 22.2 95 

14 75,173 12.6 15.2 83 
15 4O,l'4 6.7 6.1 110 

Total 596,892 100.0 100.0 100 

2/ Times 100 
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Interest 


Rates 

11 


12 


13 


14 


15 


Totcal 


Table VII - 9 
Avernge Size of Savings by Interest Rates 

Total value 

of Deposits 


(Taka) 


225,281 


129,872 


126,432 


75,173 


40,134 


596C892 


verage Size
 
Number of of Deposit
 
Depositors
 

(Taka)
 

1,861 121.05
 

1,580 82.20
 

1,623 77.90
 

1,184 63.50
 

736 54.53 

6,984 85.47
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Table VTI-IO 

Estimated Percent ,of withdrawals 
by Lending Irititutions 

Lending Cunulitive Cumulative Percent Withdrawals
 
Institution Deposits Withdrawals of
(100 Takas) Cumulative Deposits(000 Takas) 

1. Krishi 698.4 
 465.1 66.6
 
2. Sonali 563.3 
 465.3 82.6
 
3.Janata 90.4 33.2 36.7 
4. Agrani 478.8 412.1 86.1 
5. Pubtali 20.7.5 187.9 75.9 
6. Rupali 217.0 
 194.5 89.6
 
7. Uttara 40.7 25.41 62.4 
8. IRDP 4i.6 2.1 5.0
 
9. BS3L 5.0 O 0.0 

Total 2,362.8 1,785.9 75.0 
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Table VII-I
 

Savings Withdrawals Versus Interest Rates
 

Interest Total 

Rates Deposits 


i1 675,536 


12% 893,570 


13% 349,567 


14% 2429469 


15% 221,687 


Total 

Withdrawals 


h50,255 


763,698 


223,135 


167,296 


181,553 


Percent
 
Withdraw'as to
 
Deposits
 

66.7
 

85.5
 

63.8
 

69.0
 

81.9
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Table VII-12
 

Estimated Savings Potentials of
 
Target Group Savers
 

Potential 


of every 

Lending 	 household 

Institution 	 saves by 


end of 


two years-


1 	 2 

1. Krishi 	 1,327,830 


2. Sonali 118,190 


3. Janata 145,125 


4. Agrani 336,415 


5. Pubali 311,490 


6. Rupali 133,570 


7. Uttara 214,495 


8. IRDP 4 1 2 ,1 10 
/ 


Potential as Potential Target Percent 
of Dec.31, as of Dec. Group of Dece
1979 from 31, 1979 Savings mber 1979 
time of Related to as of Potential 
start of RFEP L(n- Dec.31, Achieved 
operations- ding 3/ 1£791V 

PrcgraM
3 4 5 6 

997,279 252,411 171,222 67.8 

54,133 31,771 57,712 181.6 

84,701 45,620 43,296 94.9 

140,123 54,788 51,533 94.1 

142,687 46,15.9 37,964 82.2 

14 563 8,663 19,083 220.3 

89,443 32,997 11,169 33.9 

154,619 58,429 30,255 51.8 

9. BSBL 704,275L/ 293,203 76,907 3,630 4.7
 

Total 	 3,703,500 1,753,363 530,738 425,859 
 80.2
 

1/ 	 Assume that every one 
in the target group saves the designated
 

percentage of income. 

2/ Column (1) multiplied by the number of months in operation to 24 
months. 

3/ Columns (2) multiplied by a factor reflecting previous percentage 
of pre RFEP savers and borrowers under RFEP 

4/ 	 Savings as reported by lending institution reduced to target group, 
level based on percentage of loans to target group given by conti
nuous survey. 

5/ 	 Based on total target group in areas of cooperative membership only 
is considered then the following applies : 

IRDP 127,930 6L,018 4i4,813 30,255 
BSL 165,095 68,735 21,239 3,630 17.1 

9o 
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Lending 

Institution 


1. Krishi 


2. Sonali 


3. Jnata 


4. Agrani 


5. Pubali 


6. Rupali 


7. Uttari 


8. IRDP 


9. BSBL 


T 0 T A L 


Table VII-13 

Estimated Prarjiatic Potential Amount 
of Savings Using Best Performance to 
Date for Target Group.
 

Potential Every 
Household saving 

Pragmatic potential 
(51.7% Household saving) 

1,327, j30 686,)488 

118,190 61,104 

145,125 75,030 

336,415 173,926 

311,490 161,40 o 

132,570 68,539 

214,495 110,394 

412,110 213,061 

70,275 364,110 

3,703,500 1,914,192 
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VIII. 	 WHAT IS THT STATUS OF SAVINGS MOBILIZATION AND THE 
POTENTML AKONG THE NON-TARGET GROUP HOUSEHOLDS ? 

A. Non-Target Group Savins Before RFEP
 

Based upon a special tnbulatien of tho Baseline Survey it is estimated
 

that 31.6% -of the nnn-tirgut households lacated in the areas served
 

by the participatinp lending: institutions had savings accounts prior to
 

RFEP (See Table VTII-.l). Thus)iut of the non-tnrget t1roup totAl of 

16,209 households, S125 had sivings accounts. Janata areas had the
 

highest percentage namely, 50%. This was follnwed by IRDP areas with
 
43.3% and BJSB wjith 40.7%,
 

B. Number of Non-Tarnat Depositors Under the RPEP Program
 

The informition r..coivud on the monthly accountinn reports denling with
 

the rans of savinzs for non-target households clearly reveals that 

the lendin instituti, nr arc nc't ,cry concerned with the ron-target 

qroup savings pr.orir. Thoy fcel that it is competitive with their
 

present savings pronrims and will increasc cost of their operations. 

Thus in the Dnr"iFriprd ,bvce su, thvit they war, attractin, non-target 

depositors evn thuch thq wcr, pyiynq much lower interest rates' on 

savings accounts th-n called for by the RFEP. 

As a result only 22 -f the outlets .F the lendir institutions out of 

62 hive non-t-rput sivinrs prigr.ms in cunnection with RFEP. If we eli

minate IRDP which is ,ffurW only 4.5% ind 6 .5% rites of interest on 

savings account, we are '1 wn to 17 ,utlcts. Thu number nf non-target 

housTholds locatel in thes, 17 auis is ustimtei to be 3400 or only 

about 20% of the non-tarvt r)up of: hnuseholds. This means that only 

one out ,f five "f th nn-tirget households arc uxposed tQ the RFEP 

non-tarput savi v protrams. In fact, as will be seen later, only 305 

households havu the opportunity to open ,a savingis account with 15% 

rate of intrust.
 

lhowver, we ca:n mike : case that withut leliberntly meaning to,the 

lending Sic;tittit. nn ire tipprng the savinrs of a sivnificant number of 

non-t, rg,.t pron hMush,,lds ,onthe ,iusumptinn thit they ar- m.avking the 

same mistiks with rLSnUCt t, ci 'ssiFyingc ibut 271 ,fthe borrowers is 
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target grcup borrowers when in reality, according to the Continuous 

Survey, they belong to the non-target group category. If we make 

this assumption then wo have the right t: add this Dortiin of target 

group savors to reported non-target savers. This has been done in
 

Table VIII-2.
 

Turning to Table VIII-2 it is 
seen tht , a total of 642 non-target 

savers fall under th, nn-target proqrams of the lendinq institutions. 

To this may be added the misclassifiad savers amounting to 1950 house

holds to bring the astimatcd total of non-target dapositiors to 2592
 

or 16.0% of the total number of non-target households in the area.
 

However, is pointed out above, IRDP is n-t offering savings to 
 non

target group savers at the higher interest rates. If we eliminate 

IRDP as has been done in footnote "3" the number of target group savers 

is reduced tn 2141 nd the percentage of households reached to 13.2%. 

C. Amount of Savings Balances
 

In Table VIII-3 the amount of balances in the savings accounts are 

given and the average size balAnce is computed for each of the lending 

institutions. It is clear that there is a Preat variatibn in the 

averige size cf deposit. F,-r nx:mplu, Rupili with 33 savers shown an 

average dep.sit blance .f 2321 tak. On the other hand, IRDP shows
 
.
an averne balance of cnly 56 tik, If IRDP is eliminated the average 

jumps t3- 708 TAka as indicated in footnote "I" 

In Table VIII-4 wC hav attemptd to determine the total amount on non

target dcpsits under PFEP by developinq estimates of balances on 

deposit for iscl-ssificd non-torret dopositors to those of savers
 

under the non-targut NPFEP -Drogram. It is qur ,opinionand verified
 
by 
 sample survey of savers carried out in Fub/Mar 19080 that the mis

classifici non-tarrt dec[psit rs have on tho avernqa a hiqher deposit
 

balance than true targot ,groups:vers'. It is about 22% hipher. There

fore, in order to maku an es timate cf the misclassiffied nn-target group 

average depusit, w hive infleted th, ive'rac ;avings by 22%. This Elves 
a total savin, s of the non- target group at about 534,000 taka,', some

what greater than th -!mournt saved by the target g;roup after a downward 

adjustment for mine] :ssi ict n. 
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D. Impact cf Interest Rates on Level of Deposit Balances
 

It is obvious with such a small exposure to various interest rates 

on the part of the non-target households, it is difficult to draw 

definite conclusions as t, the effect cf interest rates on the sav

ings habits of the non-target g.roup. Nevertheless, we have used the 

samu procedure developed for measuring thu imoact of different 

levels of interest on loans to target group bo)rrowers -indtarget 

group savers to analyze the impact of interest rates on non-target 

group savers. In Table VIII-5 the distribution of the deposit balan

ces at each interest rate level is compared with the distribution of 

non-target househo.ds exposed to each interest rate. An index has 

been computed in the lost column by dividin; the percentage of deposit 

balance at each interest rate by the peccntage of nn-target house

holds at the corresponding interest rate. This ratio when multiplied 

by 100 gives the Ind< x. If the Index exceeds 100 thun the level of 

deposit balance tends to be higher than expected at that interest rate 

considering the number of non-target households. If it were not for 

the inversion of the Index at 14% interest rate one could almost 

conclade that higher interest rit.os .ttr'ct mire depoisits. Thus the 

Index is L low 100 at 11% and at 155 is at 15%. We mi~ht also ask
 

whether this in such a cnclusive test with raspect to savers' reac

tion to varyinq interest rates for deposits. The rane is very 

narrow, only 0 ,erccntagu points, whereas the range for interest rates 

for loans under the ,xperiment is 24 percentage points.
 

E. Savinys Potential
 

As in the case of target savings potential we have made two estimates:
 

1) a maximum one and 

2) a pragmatic one.. The maximum 

household will save according 

given i -the rruxt page. 

one 

to 

assu

the 

mes 

pel

that eve

centrc~s 

ry 

of

Non-ta

,_thir 

rget 

income 
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Income 	 Percenta'e of 
Income saved 

0 - 1000 tak-, 	 2.0 

1001 - 3000 
 " 3.5
 

3001 - 6000 , 
 5.0
 

6001 - 10000 
 " 	 6.0 

Over' 10000 " 	 7.0 

This yields I maximum potential of non-target savinjps amounting tco 
8070 thousands of tako as can be seen in the first column o7 	 Tabl, 

ViIi-6.
 

The praacamatic patential takes thu avrae savin s p)er households 
under the maximum potential hyp,)thetsi and assum1es th-.t -,nlv 55.41% 
:f the housel.ds will sve. This is the Snali rate. 

This yields . to)tal ;f 144'71 thcusand tak- .-s the! pragmatic proten
tial , If we limit the no-t ,i -t :,rout c-verage in thf= case of 
IRDP and BJSB3 to caoo'erativ: ,e'ibcrshin,, thon th: maximum potenti:il 
is reduced t.) 6132 th<.us~n,,l tak- (see footnt "1" Tablu VIII-6). 
Similarl the prairgatic potevntial is ruduced to 3,228 thousand taka 
(See footnote "2" VIII-6). 
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Lending 
Institution 

1. Krishi 


2. Sonali 

3. Janata 


4. Agrani 


5. Pubali 

6. Rupali 


7. Uttara 


8. I R D P 


9. BJSB 


Totol 

Estimated 

Number of 

Non-Target 

Households 


5884 


1023 


640 


2000 


1063 


339 


1016 


2090 


2149 


16209 


Table VIII-I
 

of Ncn-Tir!gct Crjup 

Percent of 
Householdls 
S iving 


3.5 


39.6 

50.0 


27.0 


29.7 


22.7 


29.7 


43.3 


40.7 


31.6 


Savers Befori RFE-

Number cf 
Households 
Scvin Z 

1383
 

407
 

320
 

540
 

,16 

77
 

302
 

905
 

875
 

5125
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Table VIII-2
 

Percentage of No n-Target Households that 	were 

Depositors Under RFEP
 

Number of Nurnber ofLendingNn-TerofLending Non-Target Nuer -f Ttal NumberNon-Toarqet	 Total Number Percent of 

Institution Depositor De positors 
of on-Trget of Non-Target Non-Target 

eportedi Misclassi- Depositors Household Depositors 

1. Krishi 29 	 534 563 	 5884 9.6
 

2. Sonali 255 315 570 1028 55.4
 

3. Janata 17 	 60 77 
 64C 12.0
 
irnni1/4. 4.grani P /' 275 283 2000 14.1
 

5, Pubali 0 321 
 321 1063 30.2
 

6, Rupali 33 38 71 
 339 20.9
 
2/7. Uttara 6 
 125 131 
 1016 12.9
 

B. I 	R D P 2942/ 151 445 
 2090 21.3
 

9. B 	J S B 0 
 131 131 
 2149 6.1
 

Total 2 642 9SQ... 2592 16,209 16.0 

October
 

2/
 
-	 November 

3/ 	 If IRDP is eleminated because the high interest rates are not being 
offered the total becomes 

Total 
 348 1799 2147 16209 13.2
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!Tabl.e VIll-3
 

Average Size of Savings Under the 1on-TarFct
 

Savings Programs of RFEP
 

Amount of 

Savings 

Balance 


1. Krishi 35427 


2. Sonali 128,401 


3. Jcnati 20,750 


4. Agrani 17,325 


5. Pubali o 


6. Rupali 76600 


7. Uttara 1515 


8. IRDP 16465 


9. BJSB 0 


Total 262,879 


If IRDP is uliminated 


Numbrr f 

Depositor 

Avcraj 
e 

Deposit 

i
size 

29 

255 

17 

8 

0 

33 

6 

294 

0 

1221 

503 

221 

2166 

0 

2321 

252 

56 

0 

642 4091/ 

the avernce Coes uit' 708 Tnkc. 
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Table VIII-4
 

Estimated Saving Under Program Plus Savings
 

Due to Misclassification
 

Lending 
Institution 

Total Under Number of 
Program Non-Target 

Averige 
Savings 

Average Total 
Adjusted Saving 

Grand 
Total 

Misclassi- 1.22 Miscla
fied ssified 

1. Krishi 35,427 534 161 196 104,644 140,071 
2. Sonali 128,401 315 128 156 49,140 177,541 
3. Janata 20,750 60 231 283 16,980 37,730 
4. Agrani 17,325 275 54 66 18,150 35,475 
5. Pubali 0 32o 67 82 26,322 26s322 
6. Rupali 76,600 38 90 110 4,180 80,780 
7. Uttara 1,515 125 33 40 5,000 6,515 
8. IRDP 16,465 151 61 74 11,174 27,639 
9. BJSB 0 131 11 13 1,703 1,703 

TOTALS: 296,483 1,950 - - 237,293 533,776 
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Table VIII - 5 

The Effect of Interest R-ts on Savings By Non
Trn..c t Housuh,.lds 

Intt:rust B.Ic,a on Indhx:Ratlo 
rates 
naid 

Dope,sit ak2 
31/12/79) 

Pcrcunt 
Distibuton 

on-TIwpet 
Households 

Percent 
Distri-

InDex :Rato 
% Hoiseholds

bution 

11% 66,187 24. 5 947 27.8 88 

12% 79,534 29.5 836 24.6 120 

13% 55,771 20,7 642 1,.,9 110 

14% 30,055 11.2 671 19.7 57 
15% 7,70 1  14 .0 305 9.0 155 

Total 269,248 100.0 3401 100.0 -

1/ 
- Timus 100 

100
 



Table VIII-6
 

Estimated Maximum and Potential Savings From
 

Non-Target Group Household
 

Maximum Potential 
All Non-Target 
Households Save 
( 000 Taka ) 

Number 
Non-Target 
Households 

Avwrage 
Saving per 
Housohold 

Pragmatic 
Potential 
(Sonali 55.4% 
Household 
Reached) 

1. Krishi 2704 5884 460 1498 

2. Sonal. 534 1028 519 296 
3. Janata 334 610 522 185 
4. Agrani 884 2000 442 490 
5. Pubali 547 1063 515 303 

6. Rupali 153 339 451 85 

7. Uttara 597 1Q16 588 331 

8. IRDP 1304 1/ 2090 624 722 
9. BSBL 1013 2149 471 561 

Total 8070 16209 498 
 4471
 

44/ If based on IRDP and Bb,,,membership & (IRDP1739 BSBL 206)the maximum 
savings is reduced to 1739000 for IRDP and 208,000 for BSBL. The 
maximum potontial then becomes 6132 Thousand. 

2/ If wo usa IRDP Non-Target membership (277) and Average loa~n to Non-
Target group which amounted to only 56 Taka we only got only 160000 
takcos instead of 722,000 Toica similarlyfor BSBL we' obtain non-target
membership of 438 using. IRDP Savings of 58 Tako got oly'24+00 
Taka instead of 561,00,0, we ton 240 

This redtncoi total non-target pragmatic potential 3 228,000 Taka
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IX. WHAT ARE THE REVENUES AND WHAT 
ARE THEY LIKELY TO BE ?
 

A. Cumulative Income t December 31,1979; 

Table IX-1 rccor(d3 cumul-itive income o'f the Project to December 31, 

1979. Except f-;r ,-i. cm'.ll -mnunt .-,f inco:me received from applica

tion fees (it Krishi) .n! miscullaneous inc'mc' (-it Sonili -Ind BSBL), 

111 income .f th, Project came fr,m interect e.,rned on Irnins m:ide 

to b,)rrow,-rs. (-.lunn 2 -,f Tb rec-rls intrest r,.elized (paid)T TX-i 
- .-nd other incrm,_. -,f T, L;,97,6(35 f b,:ccmbcr 31,1979. Column, 

3 recors iit cstvccrued but n't r(.-lized ,f Thka 5,35,997 is rf 

the snmn (!, t-. C lumrn 1 records tutul inccrn-. -f Tak' 10,33,662 to 

December 31,1979. 

B. Prcjecti,, n f Inc,mc: 

M,st lenling instituti.,ns have buen incre.sing the net imount of out

standing I ns m,uth by mcnth, which results in increised interest 

earned ,n ,,utnt-nling 1r(,ns m,,nth by m(,,nth. 

ror 19(0, inc r. i-, ,rnct,-th ba.si thit the cf growth in(,n i, rit, 

intcrest k.rntcI .uri,,! thc F,-ur-m< nth pericd frcm August to December, 

1979, will c nti nuc thr, ut1ruut '19fi0 -i; th,. 1,_ndinr institut ions swing 

into, fu llcr ,I,, i rv; . Thi ; rosult in jrcted 4 t m-Ctttcl incrcme 

of Tak,i 30,77,L(, durir'ini ]9O i'; nh',wn in C, Iuimn 2 ,f* Thble XII-6, 

which i:; eti';';,,, in !>, t in E-14 , f Chq tl-r XII. 

In idditI, n t, th, ft,,,v, inc ,n fr m yr tin;, -inrl t- ',ffset lrnneo 

in a few ,:I,.; , -111 1,iii p" iln;titlti. n': wi I ,:. ntinu. to) ,, ir inf) the 

US $ ,000,000 (l'k I (,00, 00,o00) Ir, ,,jt 'und ,f r(,lmburn,,ment f,.r 1/3 

of 1insin id', t .r 1/3 co Iuc; rI' , i y the t:,.: .r !;,. 
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Table IX-I 

Income ';s on December 31, 1979-Cumul.tive 

Lending I N C 0 14 _ 

Institution Cash Opur-tinr Incomu 
to 12/31/79 () 

1 

Net Intvrust accrued 
on 12/31/79 

3 

Total Income to 
12/31/79 Cumulative 

4(2+3) 

Krishi 3,70,40C 2,50,870 6,21,276 

Sonnli 13,582 )5,838 1,09,420 

Janatr. 11,726(b) 27,643 39,369 

Agrani 38,690 11,473 50,163 

Pub al i 26,38 50,01P, 76,386 

Rupau i 13,572 10,767 24,339 

Uttara 8,860(b). M13,672 52,538 

IRDP 13,9119 19,117 33,o66 
BSBL 512(b) ,6,593 27,105 

Total 55, 3,97,6),)7. _ _ 10,_33,6 6 

(a) Includt!2 ,j-,1icr'ti( ' .) -'dn lmi 1cell 1U] il.n..,, in addition toCU;
interest p d 

(b) Includes c.it i'itu, for rNvembjcr !,.nd Decc'nbr, 1979. 
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X. WHAT ARE THE COSTS AND WHAT ARE THEY LIKELY TO BE ?
 

A. Cuulative Operating Costs to December 31, 1979
 

Table X-1 records cumulative costs of the Project to December 31,1979,
 

including provision for bad debts.
 

1. 	 Operating Cost 5i. 

a. Head Office operating costs or overhead of Taka 2,07,330 is
 

recorded in Column 2 of Table X-1.
 

b. Branch Office operatin costs of Taka 7,17,351 is recorded
 

inColumn 3.
 

c. 	 Total operating costs of TaIa 9,24,68l is recorded in Column 4.
 

2. 	Cost of Capital
 

a. 	Interest of Tnka 41,061 paid to tirget and non-target group
 
savers is recorded in Column 5 of Table X-1.
 

b.-	 Interest of Taka 3,63,868 paid/payable to Head Office or
 

Branch Office for funds used in this Projedt is recorded in
 

Column 6.
 

C. 	 Total cost of capital of Taka 4,04$,929 is recorded in Column 7.
 

3. 	Bad-Debts:a
 

Though lending institutions have not provided reserves for bad
 

debts intheir monthly R~eports of Project Performance, provision 
should be made for the eventual write-off, of unoolleotible accounts. 
Column 8 of Thble X-1 provides for/bad debt reserve of Taka 2,74115 , 
which is 3%of the outstandinig balance of principal as of Dec'ember 
31, 199
 

T al& . of Toka 16,03,76o to Docaebe' 31., 1979, includinA 
provision for bad debts of Taka 2,74,150, isrecorded in Column 9 
of TablaeX-l.-

L/ Operatins costs nre mainly salaries fringe boeits and trave
costs of emploes vho,are a-lignid to thePi'o5eat. Fo-2empoyees 
wh devote les--than full-time to the project- proportional charges

aromad toProject ccounts, However, it is believed* hs-ed.,upon
fobservation, 	



that 	a larSe proportion of time of personnel.
Suppodly assigned tn RFE? is.spn on non-1U'EP "auaigitmonts. k 
more thorough check of payroll records and ctual time spentidli be 

Made i the future so, excess oapedity can be mar ecurately mneasrd ...
~*i7.g 
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B. Initial Costs
 

Initial or one-time or start-up costs of establishing the Project
 
are associated primarily with the costs of conducting the initial
 
training programs and with the costs of conducting the initial
 
surveys by the lending institutions. These costs occurred both at
 
Head Offices and at Branch Offices. These cumulative costs to
 
December 31, 1979 are recorded in Column 3 of Table X-2 as
 
Taka 1,29,055. Column 4 divides these costs by the 62 operating
 
branchus, thus giving avernf,,oan initial cost of Taka 2,082 per 
branch. Initial coat of establishing thetProject varies from a high 
of Taka 6,930 per branch for Sonali ato low of Taka 470 per branch 
for BSBL. Column 5 divides the cost per branch by 36 to give 
an
 
amortized cost of an average of Taka 58 per branch per month, on the
 
assumption that the total lending period of the extended experimental 
Project will approximate 36 months for most lending institutions. 

C. Proiection of Coit
 

1. Operating Costs 

It is assumed that operating coat.i for Head Offices and branch 
offices will not hav to increase with greater loan activity in 
1980. It will be seen in Section F.of Chapter XII that present
 

productivity is However,below capnaity. operating expenses are 
projected to increaae in 1960 at the rate of 20% over such 
expenseos during Decamber 1979. This increase should provide for,
incroased balaries and allowances and inflation. Column 3 of 
Table XII-8 records this projection of operatina costs as 
Talta 13,11,091 during 1980. 

2. CostofCapital 

In Column 4 of Table XII-8, coats associated with the pay'ment 
of interest on either cavings and/or fundc, frcm Heoad Offices or 
Branch Offices are projectod to inoa'oase at the same rao as 
inocne and to cmu~ to Takca T029,941 in 1980, 



3. 	 Bad Debt Expenses. 

In 	Colizan 7 of Table XII-8, provision is made for a reserve of 

Taka 4,58,714 for bad debts based on 3 of the outstanding 

principal oif loans as of December 31, 1979, plus an increase at 

the se7Le rate as income. 

4. 	Initial Costs.
 

It is rsstmed that no new Branch Offices will be opened under this 

experimental Project and therefore no initial costs are projected 

after Decc:rb'r 31, 1979. 

5. 	 Tot,,1 Costs of the Project durim, 1980 -re projccted as the 

addition of' Colunns 5 and 7 of Tablc XII-8, which total 

Taka 24,9),756, including reserve for bad debts. 
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Table X-2 

Initial Expense-One-tine: Expense of Establishing 
the Project as on Dccember 312 1979.
 

Lending ;iinber of iTotal Initial Ex- Initial Ex-I Initial Expense per
Institution Branches 	 pcnsc s includilig ,)ensu porl Branch Yer Month 

EOaLd Office expCul.iJ Branch ramortized over 36 
_______ months 

h(3~2 ~ ([- -6) 5 

Krishi io,o6o 838 23 

Sonali 5 314,650 6,930 193 

Janata 5 29,059(a,) 5,812 161 

Arrani 10 13,060 1, 306 36 

Pubali 4 12,807 3,202 89 

Rupali 	 3 10,317 3,l 39  	 96 

Utt -.ra 	 4 8 ,8o1 (l) 2,200 61 

IRDP 8(c) 5,136(t,,) 62 18 

BSBL 11(d) 5, 16 5() 470 13
 

Totals 62 
 1,29,055 2,082 
 58
 

(a) To October 31, 1979. 
(b) To Novunber 30, 1979,
(c) At 	 tIRDP, 8 brancher include serclnto 
(d) At ESBL, Patukhli Branch has beenf Iropped from the Project. 
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x,.WHAT IS THE EXTENT OF OVERDUE PAYMENTS
 
AND WHAT SHOULD BE THE RESERVE FOR BAD DEBTS?
 

A. The Extent of Overdue Payments:
 

1. Loans due and collected: Table XI-1 shows all loans due and
 

collections made by the lending institutions to December 31, 1979.
 

The table shows that the percent of overdue loans at December 31,
 

1979, varied from a high of 53,49% at Uttara to a"low of Nil at
 

IRDP, which reported that all loans due had been fully collected.
 

The second highest percentage of overdue loans was at Sonali with
 

33.26%. Both Sonali and Uttara had higher overdues than Krishi
 

(30.81%), though Krishi had 15 months of lending experience versus
 

10 months for Sonali and Uttara.
 

Table XI-l also shows that of the Taka 31,00,063 of principal
 

that was collected upto December 31,1979, Taka 27,05,637 or 85.08%
 

was repaid within the duo date, with interest, and thus lending
 

institutions wore eligible to receive a grant of 1/3 of that suml)
 

from USAID via the Bangladesh Bank. The amount that was repaid
 

within the due date is 61.72% of the Taka 43,83,657 that became
 

duo or was paid inadvance by Decc; ber 31,1979.
 

2. Aging of Overdue Loans: Table XI-2 shows the length of time that
 

loans wore overdue no of December 31, 1979, in terms of percentages
 

for each period of time. Again it is noted that both Sonali and
 

Uttara had a higher proportion than Krishi of ovordues that were 

six but loss than 12 months ovorduo; Sonnli had 11.33%, Uttara
 

7.47%, and Krishi 0.27% ovorduo 6 to 12 months. This, despite the 

fact that rishi was in. operation 5 months bofore Sonali or Uttara, 

Ono would have, a priori,e xptoed Krishi to have a higher porcen

tag. of long-term ovorduas. 

)Loss deduotiona for loans to non-tarGet group borrowers.
 



B. Collection of Loans:
 

1. Collection by Krishi:
 

a. Because 	the only comparisons of developments with
 

respect to collections and overdues with June 30, 1979,
 

can be made in the case of Krishi, a special section
 

tT Krishi collections is bcing provided.
 

shows that Krishi had been partially
Table XI-3 


successful in reducing the proportion of loans that
 

were overdue. On December 31, 197), Krishi's overdue
 

loans reprented 30.8-; of loans that became due. The
 

30, 1979 represented
comparahlc overdue loans at June 


38.19% of 1: .i that were due.
 

b. It is als noted from table XI-3 that Krishi had
 

of overdue 	 accountsappreciably reduced the percentage 

at Madaripur (from 7'i.80% to 2.51%), Gaibandha (from
 

65.59% to 36.07%), .nd73.95% to Nil), Tngail (from 

Maijdou Court (from 33.87% to 15.17%). Considering that 

successKrishi commenced lending in October 1978, the 

of these four hbanches in loan co'lcction gives encourage

ment that all b2,'anchcs ca.n keep overdues to a minimum. 

(Ringpur,
c. However, it is also noted that four Branch Offices 

Rajshaihi, Khulna -in' Sylhet) h-d overdues at December 

31, 1979, (::ceeding 50%. These represent a very serious 

collection problm. The reaisons for the failure of these 

branches to (-olluect loans con time are not known but 

should be looked Into by th, huid office. 

2. Collectionsj by Son-li nd Uttra 

Sonali. -nd UJtt are commenced lending in March, 1979-some 

fivU mOnths aftov i'.rjsh] co<,Iincnc,- lending. It woulc' 

thercfor I)(.p(Xf),ct,A that Sanali and Uttara would have 

proportion illy f4,:;,:r over(du(a loans than Krishi. 

that Sonal. had Takai 1,50,587a. 	 Tabl,.e XI-1, however, shows 

loans of representingin overduu s Deceber 31, 1979, 	 33.26% of 
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amounts that fell due. This compares with 30.81% of overdues 

for Krishi. Sonali has one branch-Kuliarchar - which had 

Taka 17,059 in loans that hd been overdue for at least six 

months. In fact, the total overdues of that Branc] -- Ta<a 

51,929--are N6.58% of the amount that become due at that 

branch by December 31. It is also noted that Gouripur Branch 

of Sonoli had Taka 63,296 in overlue loans, representing 

45.60% of amounts thit became duo by December 31. 

b. 	Table - .1 sh-ws that Uttara had Tsk-, 1,11,369 in overdue loans 

as of December 31, 1979, representin 53.491 of amounts that 

became due. Again, this compares with 30.80 1 overdue lMans 

for Krishi. Uttar had ova branch--Feni--which had Tika 59,280 

in overdue lonnz, rope:enaino !5Q. 21 K the amount that became 

due at that brAnch Ly D cyber 31. 

C. 	Relationship of Tntercst Ritest. vurluc Luns 

Table ",-4 sh:-ws th -erdue loan increase with an increase in<t 


the interest rate chary a). fPP thov:' lon;, cxcet fur loans made 

at 36%, which show fewr avernuu loa than those made at 30%. 

The percent of ovorcu_- loans; an December 31, 1979, was 1.37% in 

branches charing T?, 26.67n irn branches charging 18%, 32.28% 

in branches chirqinK 2:1, 50./3, at b anches charging 30%, and 

33.99% At branchs chrj4Fn 35%.
 

A special stody wil. bo m).e K ovrdu accounts to datermine 

causes ind possihl! acoiKns to b taken to reduce the level of 

overdue accounts to v WlnLmu,-. One factor which will be consi

dered in the study will be the relition of different interest 

rates and overdue Wians. 

D. 	Relationship of Volume of Loans to Ovrdue Loans 

As of December 31, 1979, no rprarnt relationship has been noted
 

between the amount f principal outstanding and the percent of
 

loans that are overdue.
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, Prevention and Reduction of Overdue Loans: 

F 1. Proper Lending Procedures: Loans that are properly made will 

be easier to collect. 

a. Loans should be made in the amount needed to accomplish the 

purpose of the loan. The outlet that lends only Taka 500 for 

the purchase of a rickshaw can not expect prompt repayment--

Taka 500 io far too little to purchase a rickshaw and the 

loan will be directed to another purpose. 

b. Loans should be made when needed. A crop loan that is disbur

sed after the proper time to plant that crop will be directed 

to another purpose. 

c. Loan repayment terms should be entered in the borrower's pass

book as soon as he receives his loan. 

2. Schedule of Loan Repayments 

Repayment of loans on time would be facilitated if lending ins

titutions were to follow these recommendations in connection with 

loan repayment schedules 

a. Loan repayment schedules should be realistic and appropriate 

to the purpose and amount of each loan. Some outlets estab

lish unrealistically short repayment periods. Six or even 

12 months is too shot a time to repay a loan for purchase of 

a milk cow or a bullock. Some outlets roquire repayment in 

full regardless of purpose of the loan, by August 30, 1980

which is the and of the original experimental project. Other 

outlets require rapayment in lump sum whon repayment by 

installments - at least. onco a month - would encourage 

prompt repayment, as for loans for handicrafts, milk cows, 

rickshaws, and other purposes that gonerato Income on a 

continual basis. , ' 

b. The exact terms for the repayment of onch loan should be' 
recorded intho Projaot-supplied loan'ledger. Some outlet 7 ',j 

.44 .. fail to record this informnation In the loan ledger... 
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c. The exact terms of the repayment of a loan should be
 

recorded in the Project-supplied passbook so that the
 

borrower will know when and how much to pay. Some outlets
 

fail to provide a passbook to each borrower. Other fail
 

to record loan repayment terms in the passbook.
 

However, for crop loans, outlets may prefer to show the
 

repayment date in the borrower's passbook as the normal
 

date of harvest, but the loan ledger may show that date
 

plus an approved ma-koting period,
 

3. Pursuit of Vigorous Collection Methods
 

Outlets should exert continual pressure on borrowers to
 

repay promptly and outlets should make it easy for borrowers
 

to repay.
 

a. Each outlet should have a full-time employee assigned to
 

this Project. IRDP and BSBL operate this project with
 

part-time employees.
 

b. Employees assigned to this Project should be engaged only
 

in the work of this Project. Some Branch Offices direct
 

Project employees to other work of the branch, especially
 

at statement closing time.
 
o 

c. Where a Project outlet Is a long distance from the Branch,
 

Office, a Project employee should go frequently to the
 

outlet to collect loan repayments,( and savings deposits).
 

In some outlets, this collection service is not performed
 

regularly due to lack of transport.
 

d. Branch Managers and Proje'ct employees should be rewarded
 
for good performance in loan collection. Ono type of
 

reward might be a share in loans colloctede The lending 
institution choulA find-it profitable to share som. of, 

the 1/3 grant for timely collection wdth-the employees
 

directly responsible for this collectio~n. IRDP and DS2L
 
pay commissions to managers of cooper'ative upcieties
 

that fully repay their lonas
'~ 
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e. Prenumbered receipts should be given to borrowers immediately
 

upon their making payments. In a few outlets, receipts given
 

are not prenumbered, which encourages embezzlement by Project
 

employees and results in apparently overdue accounts.
 

f. Project - supplied passbooks should be immediately posted when 

loans are given nnd when payments are made. In many outlets, 

passbooks are not posted to dato, which encourages embezzlement
 

by Project employees and results in apparently overdue accounts.
 

g. Sincercldiligence an6 hard work by the Brinch Manager and his 
staff are probably the least measurable but the most important 

factors inprompt collection of loans. 

4. Rewards to Borrowers for Prompt Repayment 

Borrowers should be rewarded for prompt repayment of loans. 

a. Rupali, Uttara and BSBL, according to their approved models, should 
be offering rebates to borrowers for timely repayment of loans.
 

b. Borrowers should be given second loan if requested, promptly if 

first loans are repaid on time. 

5. Provision for Insurance 

Insurance should bo provided to ensure loan repayment when ./lamity 

prevents repayment, as with crop fniluro, death of tho borrower, death 

of the animal purchased with the loan, etc * Thn insurance premium 
should be included in loan charges. For further details see pages B-1 

through B-4 of the January 1979 Evaluation of the Rural Financ 

Experimental Project by Poattie, Rodwin and Strout of the tMassaohusetts 
Institute of Technology. 

8.Potential for Success in Loan Collection. 

ror the next Evaluation Report, the Consultant will prepare a 
study of the various positive and negativo factors that are,responsible for overdue accounts or for their prevention. 'At 
this time the Consultant can only* offer a hopeful suggestion,. 
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that loans, generally, can be ropai, n time, This statement 

is primarily based U,on two facts 

a. 	 After 15 months of operation, five branches .fKrishi had 

less thin Tnka 10,000 each in overdue loans at December 31,
 

1979 ; of those five branches, two had no overdue loans.
 

b. 	 58 branch offices had loans falling duo by December 31,1979. 

Of those, 32 branch offices had fully collected all loans 

that were due. Excopt for Uttarn, all lending institutions 

hsd at least one branch office that had fully collected all 

loans due by Docembor 31, 1979. 

r. Reserve for Bad Debts 

1. Need for a Reserve for Dad Debts
 

In the absence of a program of insurance against the risk of
 

default of loan repayment, provision should be made for the even

tual write-off of loans that prove to be uncolloctible, irfull 

or inpart. Inorder to obtain realistic expenso figuroa for this 

exporimntal Project, provision must bo made from current income 

for the eventual expenso of badl debts. 

2, Amount of a Roservo for Bad Debts
 

o a The amunt of a roserva for bad debts should approximate 

the amount of loans that eventually will become unoollectible. 

In the absence of a significant amount of experience, at 
this time it is very difficult to predict the amount that 
should, be reserved forbad debts for this Project. However, 

an attempt has boon made to develop resorvea for bad debts, 
using the folloldn? differant bason t 

It ncroasing percentage o the amount of overoua loans 
Inncordm'e 14it" thelz' ao 

2, Fixed percentage of net , utstahding principnl of loans, 

8, Amount'avaISlable to break-*van* 

b. 	 Table XI-5 shows the ainount of reserve for bad debts that 
"would 'be croated by bas Ing' the 'amount of 'the reserve on the 



ago and amount of overdue lons, increasing the percentage 
reserved with increase in ago of the ovordue loans. The 
rationale is that the longer a loan has boon overdue, the 
lose likely is it that the loan will be repaid.
 

c. Table XI-6 shows, by lending Institution, the amount of reserve
 
for bad debts that would be created by reserving 2%, 3%9, 5% and
 

10% of outstanding principal. This table also shows the total
 
amount of overdue loans, the amount of reserve for bad debts
 
based on the ago of overdue accounts, nnd the amount that could
 

be reserved on a brook-even basis.
 

d. Table XI-6 shows that Krishil's reoorvo of Takn 1,19,716 hsod
 

upon tho ago of its ovorduo accounts npproximates n reserve
 
of Taka 1,30,5.1 banod on 3% of outstanding principal. Since
 
KrIshi had 15 months of lending experienco, compared with 9 or
 
10 months for other landing institutions, itmay be logical at
 
this time to establish 4 reserve of 3% of outstanding loans for
 
all lending institutions.
 

When more oxperience is obtainod, it may be more accurate to 
establish bad debt resorvea based upon the ago of tho overdue 

accounts. 
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Table XI - 4 

Relationship cf Interest Rates tz 
Amount cf Overdue Loins as in December 
31, 1979 

FRte Cf Interost Percent 
h Amount :f ;,I rrci UiJ t __1_/_1/7in_____ne__t Due 71 12/31/79 

i n__ ___ ____ __t_12/_ 3 1/ 7913/31/79 _ 

2 3 4 (3-2) 

12% 3 , 64S 13,061 1.37% 

1% 12,32,059 3,28 ,571 26.67%
 
24%oC4 £ 4,31 2 91,932 32.28%
 

30- 8,00.409 4,57,449 56.73%
 

36% 2,95,338 1,00t374 33.99%
 

T.C L 41,91,830 11,91j394 28.42
 

Data -s excluded for IRDP and BSBL, since their cutlets lend at more
 
than one z:te of interest
 



Table XI - 5 

Provision for Reserve for Bad Debts based 

on the Age cf Overdue Loans as on December 31,1979 

1,2ndir- Less than 1 to 2 mcnths 2 to 3 months ' 3 to 6 6 to 12 Over 12 Total 
Institution 1 month Reserve at 10% Reserve at 15%! months months months Reserve 

Reserve Res rve Reserve Reserve for Bad 
,at5% at 20% at 25% it 50% Debts 

2 3 4 5 6 7 ' 8 

Krishi 83,258 535 - 1,19,716 

S:naiL 3,628 3,940 2,256 1,304 4,265 - 15,393 

Jrata 120 4,650 98 80 Nil - 4,948 

graLi 175 Nil Nil Nil Nil - 175 

1u=aLi 664 304 29 2,833 Nil - 3,830 

Rua!i 1,805 Nil Nil Nil Nil - 1,805 

Uttara 748 53440 2,885 2,892 2,080 - 14,045 

i7D Nil Nil Nil Nil Nil - Nil 

iS3L 610 Nil Nil Nil Nil - 610 

-nTALF 13,095 38,345 11,835 90,367 6,880 - 1,60,522 
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XII. WHAT ARE THE CONDITIONS REQUIRED TO REACH BREAK-EVEN OR 

PROFITABLE OPERATIONS T
 

A. 	Viability of the Proeet 

1. Table XII-II ) records the viability of the Projectby lending 
institution, to of December 31,19T9, with the following notes: 

a. No provision is made for bad debts.
 

b. 	Accrued interest earned is included in income#
 

c. 	 The percent of viability is calculated by dividing cumulative 
net operating income (or loss) by the munt of principal of 
outstandinS loans u of December 31, 1979. 

d. 	 All institutions included estimates of Head Office and Branch 
Office expense. 

2. Table XII-1 shows great variation in the viability of the Project 
as of December 31, 1979 for each lending institution - from a 
profit of Taka 34,301 or 0.79%for Krishi, to a loss of Taka 67,097 
or 20.90% for Uttar&. Identifiable causes of this variation include: 

a. 	 Uttara's hih percentage of loss is due to a ,ombination of low 
volume of loans and relatively high costs of branch office 

staff,
 

b. Janata's very hiah loss of Takec 79,965 or 	114.h2, and Agrani's
 
relatively low loss of TaM 45,339 or 4.31% are explained by 
their differing personnel policiesi Agrani was' very late in 
appointing full-time loon officers. Janata was prompt in 
appointing full-time loan officers and pays relatively well-

TakM 1,200 per month. 

)Incoparing Table XII-2. of this. Evaluation Report with Table 28 of the 
first Evaluation Report, note that thb previous tablet a) Also did not
provide for bad debts; b) Oitted accrued interest irned but not paid,
a) 	 Used as the base for the percent of viability the cmulative mount ofloans made;&and d) Omitted Head Office expense frcm several lending
institutions and Branch Office expense from one lending institution. 
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c. The low losses at IRDP of 5.22% and at BSBL of 4.52% reflect
 

very low salaries paid to part-time staff, both at Head
 

Office and in th,2 Branch Offices. 

3. 	Tables XII-2 and XTI-3 record the most viable branch outlets and
 

the least viable branch .utletr., respuctiyely. 

a. 	 In Table XII-2 it will be noted that the most viable outlets 

lend at nt least 24% and, generally, have relatively large loan 

volume.
 

b. Table XII-3 it will be noted that the least viable outlets
 

tend to have relatively low loan volume.
 

B. 	 Relationship of Interest Rates to Viability 

1. 	 Table XJI-4 shows, by rate of interest charged on loans, the 

viability of the, seven lending institutions which charge only 

one rate of intcrest at each branch. This table does not make 

provision for reserves for bad debts. IRDP and BSBL are excluded 

from this comparison since their individual outlets lend at more
 

than one rate of interest.
 

Table XII- 4 shows that branch offices that charge higher rates 

of 	interest are more viable. The table shows that the percent of 
viability for branches lending at 12% was a loss of 3.84% as of 

December 31, 1979, at 1P% there was :i loss of 3.23%, at 24% there 

was a profit of 2.53%, at 30% there was a profit of 3.47%, and at 

36% there was a profit of 0.11%. These figures do not provide for 

bad debts. 

The above relationship of greater viability associated with higher 

rates of interest is found among the branch outlets of most of the 

lending institutions. For _example, at Krishi, viability of the 

branches lending at 12%, 187j, 24%, and 30% is a loss of ',.c.20 

less of iaprof:Lt of 7.78%, and a profit of '5.43,"" respec

tively. Similarly at Sonli, viability at the same interest rater, 
is a lons of 3.36%, a loss of 0.71%, a profit of 4.36%, and a pro
fit 6Z 8.67%) respectively. Neither Krishi nor Sonali lends 

at 36%. 
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2. Tables XII-5 and XII-6 present two sets of data on viability
 

by rate of interest charged on loans, using different bases for
1)

calculating reserves for bad debts
 

Table XII-5 provides for a reserve for bad debts based on 3% of 

the outstanding principal of all loans as on December 31, 1979. 

Section F 2 d of Chapter XI suggests that 3% may be a logical 

figure to use to obtain a global figure of reserves for bad debts. 

Table XII-6 provides for a rescrvw. for bad debts based on graduated 

percentages that roughly corrc-spond to the increasing risk of bad
 

debts associated with increase in rate of interest charged. In 
this table, a reserve of 1% of outstanding principal has been re
served for branches lending at 12', 2% has b een reserved for 

branches lending at 18', 3% has been reserved for branches lending 

at 24%, 4% has been reserved for branches lending at 30%, and 5% 

has been reserved for branches lending at 36%. Section C of 

Chapter XI discusses Table X -4 which shows -,n apparent increase 

in overdue loans associated with increase in interest rate charged. 

Tables XII-5 and XII-6 also indicate thait viability tends to
 

increase as rate of interest increas.:s, except at the 36% rate of 

interest.
 

C. 	 Relationship of Volume of Loans to Viability_ 

1. 	 Table XII-7 shows a definite relationship between the amount of 
principal outstanding at a branch and the rate of vi3bility of the 
branch - the ?rcater the volume of loans, the greater the 

prof itabliity. 

1) Table XII.2 presentod the samu, data as Tables XII-3 and XII-4, 
except that Table XII-2 made no provision for reserves for bad debts. 
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In 	Table XII-7 we notc that branches having luss than Taka 60,000 
per branch in outstanding principal it D ecember 31, 1979, had a 
loss of 9.100, those havin), T.hka. 60.,000 to 1 20,000 had a loss of 
6._3% tho,, having T-ka 1.2),000 to 2,00,000 had a loss of 5.90%, 
those havin)g Tk 2 00,000 to 3,10,000 had a profit of 0.78% and 
those having over 3,10,000 had a profit of 2.9,1. 

offices 
The abovc irroupings of brinch/accordinl to volume of outstanding 
loans tend to obscure somre individual profits and losses that 
arc contrary to th; average of their ,rcup. Por e?.ample, the two 
largest br-nches-- Krishi's branches -t Ku,:hti:- (Takn 6,44,335) 
and Manikranj M(Taki 5,13,109) mide losss of 0.72% and .O4 

respectively these may be explained by th,.- low rates of interest 
charged - 193% at Kushtia and 12% it M-iniki'cnj. Conversely, with 
smal]. volume, Agranis brxnch at Santinik>tan mode a profit of 
6.32% and Rupili's branch at Kalihuiti mldc a profit of 1.86%1 
again, the explariation is interest ratcs-30% at '*-ntiniketan and 
362 at Kalihati. So it would -ippear that volume and interest rate 

are co-determinants in crcatin{ viability. 

D. 	Relationshipof Bad De-bts to Viability 

1. 	 Table XII-1. shows, s of Dcember 31,1979, without provision for 
bad debts,that only Krishi. hid net income. Krishi's riot income 
of Taka 311301, if enLirely allocated to reserve for bad debts, 
would provide a reserve of only 0.79% of outst-inding principal of 
loans (34,.30! dividend by 43.4A{,373 times 100). 

2. 	 Table XII-l -lso shows that all other lending institutions had 
net losses as of Dcccmber 31, 107§, even with no provision for 
bad debts. These rnet losscs ranged from Taka 114,606 for Sonali 

to Taka 79,965 for Janata. 

3. 	 However, Tabl XTI-t! which projects income and expenditure for 
the year J.:nu-iry 1.- i)(c(bme(!r 31, 1.90, :hows that Agrani, Sonali 

and TRIP, in addlition to Kris-,hi, could provide reserves for bad 
debts and sti]l mink(- ci profit in ]980. 

See Section L--i of 	 this Chat(er for mor, (leta.ls on this projection. 
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E. Improvement in Viability of thu Project
 

1. Increase Volume of Lending. Post outlets have not approached 

their potential in lendin- to the target group. Management 

studies reveal that Io(1st loan officers have leveloped fir fewer 

loan custoirs than they arc calrble of servicing. For example, 

a recent field trip by USAID revealed that the Bidyer Bazar 

Branch of Jnita Bank issued, on the avra'ge, only 6.5 new loans 

each nonth. 

As of DecaLet 31, 1979, a total of 8,3691) borrowers had 

received lo-ns undr this Project. Dividing 8,369 by the 62 branches 

gives 1351) borrowers hSndld per averng, branch officc sinec 

the incvption of the Project. Includ.;d in this avern-( is n high 

of 229 borrowers per branih at Krishi and a low of 51 borrowers 

per brnnch At BSBL. 

For a full discussion of' the topic of Loan Officer productivity, 

See Chapter XIV. 

Approxirritely two-thirds of opurational costs are relatively fixed

for staff salaris ,nd trv-l- only one-third of opertional costs 

are for the use of ctpita]--for interest pAynents to sqvers and to 

the lending institution itself for use of carit:l. Thus, in most 

outlets, n 100/ increse in loan voluie would result in only a 33, 

increase in operational costr. 

1) The abov fiigures show the nunrber o 'borroweri; hndlcd by the Project 

since its inception. To find th" number I'loans in the 'varnq, branch 

portifo. io 's of Decoeper 31, 197), it would be' necessary to deduct 

the nu ber of horrowrs who hid fully r',''id their loan an who had 

not rec ived later ]oqns. Hiowevpr, not many borrowerr r'1 in th ins 

category Oinc e mq12t ln ing i i.tuL inm ,ant . second Inan soon 

after the r'irs t. loan insrepaid. Ibliun tih e n .ber of brrower:; in the 

averig loan portfolio it flecu her 31, 1.979 probably wa nlightly lei 

than 135. 
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2. Reduced Overdue Loans
 

A certain proportion of overdue loans will become bad debts and
 

thus an expense to the Project. Overdue loans are also an
 

unnecessary burden on the time of loan officers who could be 

nore productively engaged in mnking new loans. It is therefore 
necessary for the viability of the Project for overdue loans to 
be kept to an irreducible minimum. See Section E of Chapter XI for 

recommendations on prevention and reduction of overdue loans. 

3. Increased Interest Rates. In this Project, lending institutions
 

pay 11% to 15% to savers and pay 71 to 1C* to thomsolvos for~tho 
use of the capital lent to the borrowers, At these rates of 

interest, it isvirtually impossible for a branch office to pay 

for the use of capital and pay salaries, travel allowances and a 

share of Head Office expenses and make a profit if the branch 

charges only 12% for loans. As Mr. Gary Adnms of USAID has shown 
inTable 1, page 11, of his First Year Findings on the REFP, the
 

break-even point for an outlet in this Project is about 400 Lonns 
at 18%or 200 loans at 24%. Thus no branch can be viable charging 

only 12% interest.
 

4. Potential for Success of the Viability of the Project
 

Table XUI-8 has been prepared to show the potential for the
 

viability of this Project by December 31, 1980, on the following
 
assumptionus 

a. income is projected on the basis that the rate of growth in 
interest earned di . Ing thek four-month period from August to 
December 1979, vxl continue throughout 1980 as the lending 
institutions swine into fuller operations. 

b.Costs associated with the payment of interest on either savings
and/or funds from Br'anch Office or Hea~d Office are projected 
to increase ait the sIone raoe as macne04 , . 

Li-----------------------------------------.-- - - -- - - -- - 



c. Operating cost is projected to include a 20% increase over
 
December, 1979, to allow for inflation and other contingencies.
 

d. Provision is rade for a reserve for bad debts at 3% of the 
outstanding principal of loans as of December 31, 1979, plus 
an increase at the same rate as income. 

Table XII-8 shows that all lending institutions should be profitable 

in 1980, except Rupali and Uttara, if no provision is made for bad 
debts. In fact, without reserving for bad debts, Kriehi would have a 
profit of Tka,7,71,345 and Agrani would have a profit of Thka 2,22,888. 

Table XII-8 also shows that ifter reserving 31 of outstanding loans for 
bad debt reserves, profits would be made by Krishi bf Tka 5,74,36g 
Agerani of Tm 195304631 IRDP of Tina 48,033, and Sonli of Thka 39,140. 

However, a11 institutions could improve their performance over that 
projected in Table XII-8 if they were to do one or more of the 
following: 

a. 	 Increase voleuo of lending at a greater rate than during
August-December 1979. 

b. 	 Reduce overdue loans so that les than 3% of outstanding loans 
should be reserved for bad debts. 

o. 	 Increase the rate of interest charged for. future loans in
 
those outlets now charging 12%.
 

In addition to the above profits from operations, and to offset 
losses in a few cases, all lending institutions would continue to 
share in the UJs$ 400009000 (Taka 6*009009000) Project Fund of 
reimbursement for 1/3 of loans made to and 1/3 of loans repaid by 
the target group. 

: ++i ? + + ++++:+:+++ + ( 
4~ 	 •< _+++ __-_+ + ++ , .. i'; - + 
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F. Pro ection of 

Lending Lev . 

Financial Conditions at Prophatic Potential 

In order to take another look at the possibility or achieving a 
viable operation of the RFEP, estimates were made of revenues and 
coats of operations acouning that the pragmatic potential level 
of landing to the target group, which vas discussed in Capter IV, 
vere reached by the end of 1981 . In order to make such projec
tions the following ascumptions wore made : 1) operating costs 
would go up about 4O% above that of December, 1979 to permit sane 
adding to the work force, which io believed to have considerablo 
excess capacity, and to take care of increased wages ; 2) the mix 
in the source of capital ( cavina .'head office advances) would 
remain the same but total costs of capital would increase in direct 
proportion to the increase in outstanding loans called for in the 
prafpatic potential 1 3) flo change in the proportion of loans made 
by each lending institution at different interest rates from that 

which existed in December, 1979 - 4) the proportion of loans made to 
target and non-target households would remain the some as that in 

Iecomber, 1979. 

Docaee the financial information for IRDP and BSBL now available 
would have no relevance if these two institutions waer to reach a 
lending level called for inthe estimates of the pramatic potential, 
they hove not ben included in the computations. 

I: 

The level of outstanding loan balance ( including non-target lending by 
mistake under RfP)$ estimated revenues, operating oostsceapital 
costs and not Incom or (loss) is shown in Table XU-9, Ktihi and 
Agrani clearly are the most profitable in gross terms. Onlyr Janata 
shows a small loss. 

d +1+.b+++ d" " ' €11 + 1' " +++ : :+ ++ +++++ 

++ +tm :+ie~ 
4m 55+ 

45++++.++, 
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The reason for the difference in performance is in part duo to
 
the volume of loans (first column of Table XII-9) but aloe duo 
to the varying efficiency a3 measured by costs. In Table XII-1O
 
operating, capitnl and total costs are shown as n percentage of 
outstanding loans. Krishios percentage is only 6.27% and Agrani's 
is also a low 7.541% . On the other hand Janata's is 20.23% , with 
Rupali and 1ttara costs even higher. Both operating costa and
 
capital costs for Krishi and Agrani are quite low.
 

In Table XTI -11 , not income or (loss) is shown as a percentage 
of outstanding loans together with various levels of reserves for 
bad debte. At 3% reserve all institutions except Janata and 
,1upali would make a profit. If a 10 reserve is used for bad 
debta, only Krishi nakes a profit. 

It is to rememberod that all the projections above make no assump
tion about changes in the interest rate mix. Thus dropping 12% or 
even 18% and replacing them by higher rates would change the picture. 

6i• 
.5 .... . 'I 
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Table XII - 4
 

Relationship of Interest Rates to Viability %s cn December 31,1979 - Oitting Provision for Bad Debts
 

Z--tz of Inturust ' 
et Princiral Outstardinc Tt Income (Loss) Cunula-j Frrcnt of vt
 a_s_ on 12/31/79 tive to 12/31/79 (Loss) -t 12/31/79 
12 3 4(32x100) 

127 19,31,0!h (74,159) 3.84

18/-
 22,87, 151 (73,Mi) (3.23)-i 

2hZ 19,24,127 48,630 + 2.53/
 
30% 16,13,150 55,969 
 + 3.47/
 

3(7 6,10,615 699 + 0.11/ 

Totlos _ _ 83,66,057 
 (42,771)
 

Data exzluded for IFDP and ESBL since their individual outlets lcnd at more than one rate of interest.
 



Tnbl-c XII -5 

Re1-ticn-shi. cof Interest R--tes to Vi7nbility !ns on 7,ectrbc-r 31, 1979 -Including 

?rz~isi'ofr Drebts -~t 3:7 

=: ez 
':- ;tZLL-j'2 c'ztz (') Cuu2tv t rviln: orzrv,. for 

:7.-t TC Cn, (s)Fst-~e ?s T-t n C~ss T Frcenrt c-' Vii-Iility -fter 

- - cZ7 7 LIV 

3C 5 5 ,  + 

17 2' 

72 

I-lu tIbt -1-e s3 h u s idi- rr i i fl -nis-~-

_27 VC 
FP=1BDsr-i~ (7-~ ~~'~ tei mivd-. ult ed-tm--tn 



.44 

4
4
 

0~ 
;4U

 

ci 

"40
I'4 

c1 

W
N

 
0 

-d~ 

A
llot, 

J14C
 

P
60%

~C
 

P
, 

!s 

151 4 

P
"A

 
4Ii 

r4 
N

M
O4' 

4437
 



Table XII - 7 

Relationship of Volume. of Loans Cutstandir" to Viability of Branch Outlots as of December 

i'a~e of a.,unt of Tet Frinci-- Net Principal Outztanin ; at Net income (Expns) 

rpal Outsta-ndi- of each Brcnch all Dranches within the ranre without Provision for 
as on 12/31/1979 as on 12/31/1q79 Bad Debts at all 

_ ranches within tho ranze 

1 2 -(2-2x100) 

Over 3,10,000 36,3,513 + 1,07,629 

2,00,000 to 3,10,000 21,64,056 + 16,914 

1,20,000 t. 2,00,000 14,82,915 (37,541) 

,ICC0 to 1,20,000 8,18,C03 (55,931) 

Less th.n 60,000 2,61,85 ( 23,842) 

Totals : 33,66,057 (42,71) 

Data is excluded from IRDP and BSBL. 

31, 1979 

Percent of 

Viability (Loss) 

+ 2.9C% 

+ 0.78V 

(5.90)% 

(6.83)% 

(9.10) 

(0.51) 



Table XII - 8 

P .jection of Income and axenditure For the Period 1 January - 31 December 1980 

T ... 'Total Est; ate-t Estim-ted ',Estimated Ccst'T ta1 Esti- Total Estima- :Reserve for'Tota1 Esti
T.stt .. tCnJInco- duri;- Crcratir-, !of Ca)ita!1 ,matcd Dxon ,ted IIet Income T3!,d Debts Imatel Net12 mcnths +t 	 :r.-tx- (llet-1urin' : iiture !ete .(i)) Incoe 

'Dec ': () 'i..rr- (o 'lurin,- ithout (*let Loss)'! (c) 	 1981 Res--rvci 
____!1930 (h) ' " 	 3ad DeLoss !'r 

1i_ 2__3______4 	 _ _ 5(3+4) (--5' I 7 (6-7) 
IH11,1 1, 1 	 -60 1+13,2,292 ,,, 1,46,30± 5,49,947 + 7,71,3345 + 5,74,364 

L3,51,707 !,23,722 1,32,OOL 2,60,726 + 90,91 51,8141 + )39,140 

JA LTA 2,!9,76! 5,12,723 88, 4 8 2,01,171 + 18,590 3L ,26 ( 15,670)

I:, ,0Q,2. c' 1,!,I,1,69 41,327 1,77,996 + 2,22,888 69,42_ + 1,53 

'L2,9,07 1,52,582 1,25,172 2,77,754 + 2-0,853 41,587 ( 20,734) 

UP"L, 7,1 .3 1,2 P. 25,973 1,55,357 ( 85,254) 8,05 ( 93,304) 

U_-,1,241 132,581 52 - 1,85,16 ( 69,097) 12,9. ( 82,03) 
SL.727 !4 ,917,5 77,361 + 64,346 16,313 + 18,33 

1J,57,,t?3L1F18 87h 33 1,55,204 + 1,982 27361 (5,379),C, 77 1~--3 1,5,25,37+9)7, 

?T'.L-S: I 131, 	 o ,: 45-72 +5,77,1032,77,6S 	 20,41,232 + 10,3 1 , 1+ 

(a) incoae is ro:ctlJ a;t the rate of incre-se in interest e-rned durino the f ur-m nth pefied A.ust 

(c) .ri,- . ost is projected tc include c- 207 increase over Decber, 1979, i.-erating costs to _llow 
fo -rninf1ation - oothcr contir.encies. 

(c) 	 cst. ssccte jtn the -a.7-ent of interest on either sa:vings and/cr funds frc, Branch Office 
,Cr 5c 2ffc' ar, cjeetL tc incrense at the s cme rate as income. 

(J)Frovisin r nmade for . reserve for bad !._ftts at 35 of the cutstanling orincipal of loanms as of 
e -lber31, 1979, i.lus an increase at the some rate as income. 



Table XII-9
 

Estimated Revenue, Fxpenses and Net Income
 
(Loss) Before Bad Dt-bts Reserve if Pragmatic
 
Potential of Lendin, is Achieved
 

( 000 Of Taka)
 

Op,.rating NetLending Outstanding 4 Capital Total Income 
Institution Loan Balance Revenue3 Costs Costs Cost (Loss)
 

Krishi 1,, 53 23,45 !,71 2,0 7,31 16,11i 
Sonali 16,72 3,4o 1,50 1,28 2,78 62 
Janata 10,53 2,03 1,31 82 2,13 (10) 
Agrani 27,87 4,83 1,36 71, 2,10 2,73 
Pubali 20,1h h,31 1,78 1,82 3,60 74 

Rupali 11,13 2,91 1,76 1,08 2,84 7 
Uttara 14,13 3,87 1,55 1,76 3,31 56 

IRDP 2/ 

BSBL 2/ 

Total 1,36,03 W1,53 13,97 10;10 24,07 20,75
 

1/ Sonali which was almost at the pragmatic potential in December, 197)

by dcfiritiori hr.s been increased by 50 

2/ Not inclurled bc.caise to reach the pragmatic potential IR"DP and BSBL 
would have to change opcrations comrnTAtcly with the result current 
cost figures ir,' of no value. 

3/ December 1979 rate- incruv.c ld by th,- r.tio of potential loan 
balance to Decem r, 1979 loan Balance annua,-lized. To change in 
the: interest ra;t.: chargd. 

4/ December 1979 cost; increiscd by h(< and annualized, 

5/ Same as foot not, 3/ assuing samv savings/Head Office advance 
-as in Dece.mber, 1970 
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Table XII- 10
 

Operating and Capital Costs As a Percent of
 
Outstanding Loans at Pragmatic Lending Level
 

Operating Capital Total
 
Costs Costs Costs
 

1. Krishi 4.04 2."3 6.27
 

2. Sonali 8.97 7.66 16.63
 

3. Janata 12.44 7.79 20.23
 

4. Agrani 4.88 2.66 7.54
 

5. Pubali 8.84 9.04 17.88
 

6. Rupali 15.81 9.70 25.51
 

7. Uttara 10.97 12.46 23.143
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Table XII-11 

Net Incomor (Loss) A:; Percent of Loan Ralance 
Outstandinr For, Diffurcnt Reeurves For Bdd 
Debts ( Pram-it ic Pctent l1 Lcndin ) 

___i& ,2rvoFor, 1>,d Debts 

Nonu 3% o00" 71, 

1. Krishi 13.9 10.9 8.9 6.9 3.9 

2. Sonali 3.7 0.7 '1.3) (3.3) (63)
 

3. Janata (0.9) (3.9) (5.9) (7.9) (10.9)
 

4. Agrani 9.8 6.8 4.8 2.8 ( 0.2) 

5. Pubali '3.7 0.7 (1.3) (3.3) ( 6.6) 

6. Rupali 0.6 (2.4) (4.4) (6.4) ( 9.4) 

7. Uttara '1.0 1.0 (1.0) (3.0) (6.0) 
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PART - F 

OPERATION OF THE RFEP VXPERI.,ENT 

BY THE LENDING WIiSTITUTIONS 



XIII.STAFFING, QUALITY OF TRAINING 
AND IMPROVEMENT OF MANAGEME T 

A. 	Introduction
 

Management and staffing are paramount to the success of operations. 

The performance of personnel as of the last part of January and
 

first part of February 1980 does not differ greatly from the 

situation described as of June - July, 1979. 

Four major components of program activities are essential to effec

tive personnel performance. 

They are: 

1. Personnel's academic qualifications.
 

2. Technical Training (Banking Training). 

3. Assimilation of the purpose of RFEP and their association to rural
 

fin3nce (Technical manpower development based on engineering
 

learning of program for better results).
 

4. 	 The level of assistance from high level managoment to field 

personnel (Management as performance engineers). 

B. Overall Academic Qualifications 

Thu overall academic qualifications of both staff and management 

reflect the profile of "well equipped" people, A survoy related to 

the educational qualifications of a cron section .f 41 grade 1 

personnel is shown in Table X111-1. 

The rating of the institutions, based on the percentage of diploma 

holders, shows Rupnli loading the way with 69% of personnel having 

Son* beyond the Bachelor's degree level. Janata followed with 50% of 

such pursonnel and IRDP with 334. Agrani, Bonali, BJBB and 

Uttara also employ personnel with good educational backgrounds. 

The high level of oducational qualifications of Rupnli personnel 

does not seem to have any meaningful impact on the flow of services 
of the Bankc to thit target group, The came of Janata personnel 
also seems to illustrate this point, With respect to rural finance 

activitis in the aroan it appears that high educaatonl achievements. 
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do not stand as the paramount factor in personnel performance.
 

The 	assosswnt of the ataff productivity in chapter XIV will focus
 

on 	this matter.
 

C. 	Banking Training
 

The 	training provided at the Head Offices' Training Institutes has 

proved to have initiated the skills needed to carry out rural
 

finance activities in the area. Loans are being extended to bor

rowers, savings mobilized and various services related to the 

project are being performed. (Accountings Monthly Reports, Collec

tion 	of Loans etc.). The conments of field personnel as to the need 

of 	further binking training can be seon as a desire of excellenca in 

the 	profession. Additional banking training at this point does
 

Dot 	soem to be among actions to be given priority in the currant
 

RF&P staff. Most Mangers and Employees in the lending Institu

tions are competent, that Is, technically.
 

In short, if the highest priority is assigned to trnining and
 

institutional development, the staffing pattern would omphasizo job
 

descriptions, identification of suitablo Incentives related to
 

field positions and RrEP training rather than strict banking training.
 

D. 	Understanding tha purposes of the Rural Finance Experimnt Projecti
 

Training rolated to varinus aspects of the project Is channeled to
 
the 	Institutions at the tim( of field visits.*The training sessions 

have been aimed At field officers throughiout the five regions. 

Informal sessions focusad on book koping# cooperative organization 

and finances, smll farmr production credit and other spacific 

elements of rural bnnking outlined In the project. (Typos of loans 
- . purposes of the loans - loan disbursement - Interest rato - credit . 

collection - savings and motivation of the target group )
 

Sonali's staff ranks first (100%) as to the nurbar of personnel having
 
benefited from training on RFEP matters, folo id by 1RDP( 82%~ Janta
 
(75%)p Rupali, and'Uttak'a (67%) and Agrani (58%).
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The February 1980 survey showed field staff of Pubali, Krishi and BBL
 

claiming not to have received training on the program'. The claim
 

perhaps should be understood as to mcan formal training sessions related
 

to the project. It does not take into consideration the Specialists'
 

numerous inputs to these institutions at the time of field visits nor
 

does it take into consideration the discussions related to various
 

aspects of the Project.
 

By February 1980, a high percentage of field personnel expressed the
 

desire for more training on RFEP matters. It reflects undoubtedly a
 

sustained Interest in the program among personnel and a desire for
 

mora informstion geared towards botter performanco. 

In this respect, an analysis of the impact of this type of training on
 

modol's performance would raise the following issues .
 

1. Did the nature of training foster a greater understanding of the 

models among the staff ? 

If not - why not ?
 

2. Did training -'osterhigher performance of the models ?
 

If yos, to whit extent ?
 

IX ,The Impact of the Training on Improvad Understanding of The .odol t 

A significant percentago of managers and staff viewed the nature of 

training on the Program as unsatisfactory. This was revealed during 

the February1, Hinagemont Survey In the areas.* Tables XIUI-2 

and XIUI-3 relate to the matter. 

The somewhat less than perfect undoratnding of thair model seems to 

hna negativa Impact on evrAl factors essential to the delivery of 

services, This ts rflected through the association of rural dwo

flors to the project and the need of a stronger mobilization program 

of savings among target group membrs. This will require additional 
training, in this respect, the nuwly completed additional training 

2~. materials by the Cons ultant,tho nearly finished training manual and 

the design of strategies related to a more, nggrassive training pro-
A gram will prova to be beneficial. 
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The 	level of training has demonstrated some implications in the
 

performance of the institutions. Overall activity reluted to
 

members of loaos in tho respective areas shows some correlation.
 

This appears in Table XIII-4.
 

The 	most relevant fact to be drawn from the table is thit'.thihigher
 

the 	understanding of the model by the staff, the greater the
 

results of services as Indicated by columns 3 and 4. This is 

exceptionally true for Agrani, Krishi, Sonoli.
 

The 	implementation of more training to the institutions will be
 

beneficial to a greater promotion of the skills necessary to
 

adequately serve the rural poor.
 

The 	development of training materials by the Consultant aimed at
 

both field personnel and borrowers, has partially addressed this
 

high service priority. The now training mnterials focus on as

pacts of credit savings-group formation-propor utilization of
 

farm inputs features of individual models.
 

F. Adoqu+icy of ssistanc from High Lovol Hanngement : 

In contrast with the first management output survey made in June -

July, 1979, the latest one reveals a higher degree of satisfaction 

with tho extent of assistanco from high level management with respect
 

to the following 

1. 	Instructions related to technical aspects of the Program e.g. 

emphasis on typos of loans and desirable purposes of credit 

and mo" efficient credit disbursemont systems. 

2. 	Instructions rolated to administrative aspects ( monthly data

accountincy-reimbursomonts). The nature of those Instructions 

is ofesence to the project. The urrunt level of assistance 
matches the interest of field personnel. It reflects a nomowhat 

good conduct of essential processes on the part, of high level 

* manlagemnt. Despite this improvemnt,the records of per'connal 

assigned to the regional level of the lending Institutions 

show that full time personnel has not boon assigned at the regional 

offices of several of the Institutions CKrishi, Uttara, Rupill, 

IRDO). This should be done as quickly as possible. 
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It is also suggested to improve efficiency which will be
 

discussed in greater detail in the next chapter.
 

G. 	Ned for more Authority for Regional Officers
 

Personnel in charge of the RFEP Regional Offices (Rajshahi, Khulna,
 

Sylhet, Chittagong,Daccaaetc.) be given more responsibility for
 

implementation of the Technical and Administrative processes Con

corned on the followin:
 

1. 	Full authority on approval of loan
 

2. 	Complete hand on identification of most suitable devices(gifts

prizes - lotteries - rewards - rural brokers' commisions) for
 

implamentation of savings scheme.
 

3. 	Authority on Extension of grace periods- Adjustment of repay

ment schedules and collection of lonsothat is full capacity 

to organize - test-implement individual schemes of rural finance 

related to RFEP institutional elements and Project purposes. 

H. 	The Need for Mro Accountability of Local Outlets 

Ths will require some accountability to Head Office for performance 

in Indilvidunl areas. The now necountability .system will foster a 

tighter monitorirqv,system of the performancoe of tho outlets, The 

now system will also foster a greater involvement of the Regional 

Offices in the delivery of services to the target group membors. 

I. 	Strategloo Required 

The success of these efforts (grater responsibility of Regional
 

staff throu.;h a deoentr3lized system and accountability) will depend
 

on the following stratagies!
 

1. 	Spcn Trinn Fo. Regional. Officers 

That all regional staff be isuigned a 2 woek additional trnining 

In Dacca on various aspects on the program to ensure Improve

ment In project understanding and job performance no releted to 

project purposes. 

14
 



Indeed, the concept of i strong Regionol stiff to be given prio

rity to dvwloning locl outlt2 will need troining focusing on 

project mi.tt.r" It is suggLato-d thi-t .bout tour triinews should 

attend from oich institution. T-bls XIII-5 -nd XIII-6 outline 

thn sugntnomns V tho Consul.nt ind thn ipproxim.tu costs of 

the J(ugionil -.nyon nt Trining Provr-m. 

2. 	 Rugionil Oficus W be (tilind to Trnnsmit Recommnndtions and 

Inform itiorn: 

Thot Rvgon l stfF b,. sup l,munt.d by Consult~nts racommandritions 

.nd oth.r rl,.v 2nt flcwn of , xortins through in efficient system. 

Thu i.'. - xn _siv< nystrn could be th,= du-vcloplcnt of policy 

rucCnm r(r1 t io II; go tow2rds pLci Fic-rctions to bu takenfrms ),-.{r(I 

.lrn cI. ricly by th. institutions or snlcific outlets in the irens, 

as a r_.;mit _J_ th<. crnst-,nt iunjtorinf of thu numnrous -!np,:cts of 

th(- cxpolrfi unt 

Tnh strcnqtha:n, of th. , isting stofIT ct Ragionil Offices ind 

thu issignmnt f full tim pursonnl to Krishi, Uttari, IRDP and 

BA3BL, RFLP R u1 ionil opur-itaons could rinidly stimulate hiphur 

growth -F thn yi d. ty Vf idM t-iff in the ircsn . The recent 

hiring of two iulitorn by th, Consu.tint rind the ,vailibility of 

their 2uV-v'cr t', mi.npimcnt throurh-out th, pro jct zone reflects 

an .pprapri nt, muv. Such movo will Provide ,dditional issis

tance on ky .dminist:ritivc rittcrn (accounting .nd financiil 

manig mnt ) in 1 M1V 
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Table XIII-1
 

Distribution Of Officials By Level Of
 
Education And Lending Institutions
 

Lending 
 Educationil Qualification 
Institution 	 Undr 

Matric SA;.C GrC Above TotalH.S.C. Odut'! 

Krishi 
 1 7 8
 
12, 5', 87.51 100%
 

Sonali 
 1 3 1 5
 
20% 60% 
 20% 100%
 

Janata 2 2 4
 
50% 50% 100%
 

Agrani 1 1 4 
 3 9
 
11.1% 11.1% 44.5% 33 3% 100%
 

Pubali (NA) 
 - - -

Rupali 
 1 2 
 3
 
33.3% 66.7% 
 100%
 

Uttc'ra 
 3 3
 
100% 100%,
 

IRDP 
 4 2 6
 
66.7% 33.3% 100%
 

BSBL 
 1 	 1
 
100% 	 100%
 

Total .nd 2 3 26 10 41
 
Pircontng 4 .97, 7.3 63.1% 24.4% 100% 

Note SSC Sucond-r'y School Certific'atu 

HSC : Higher !", .corv1,ry Crtificato,
 
Graduate .Riclorl;l 4,
 



Tnble XTIT--2 

RFEP Tr.ining . R.tin, of 'ir~iritiw by
Ins titut iov "' ;-onuc2l 

Cr I( T
 

(M,I in.-! ;, - I,. :r)
 

Ra-ting 
of RFEP Kri:,Li %ail J,-!n- t I ru-1 Li Tiup. ]i Utt.r TROP BSDLFu1i 
'IhN, in ifl 

I ic tury IA 2 3 12 N
 
40% 6 0 
 50) 50 140% 

-t is- I1A 3 "3 2 NA 1 1 3 NA 
?ctory 60% 1o0% 40% 50% 50% 60% 

Cr;:du IT (.t', ff) 

of ,F!P Ki'ishi Sonali Jan .t Agr ini Pub-li Rupili Uttir.i IRDP BSBLTJr 2i!ing, 

g t it
4 2 1 1 1
F'.-,c tr~y ( 44. 44%) (11($) (25") 1 4 10( )Oc0%)(25%) (3 . :3%)( 57. 4 ) 0 9% 

IHot 
1ki t is 

fictory 5 3 3 - 3 1 2 3 1 
(55.5V,) (rO%) (751,) - (75%) (100%) (66.67%,)(142.00,)(9.09%) 
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Table XIII-3 

Summary Of Factors Linked To Uriatisfactory 
Training On RF'EP !-iatters As Viewed by Staff 
Of Lcnding Institutions 

Gr:idc I (Manciurs) Gridc II (Sl:afF) 

nndin Duration of tr-iininr, Insufficient RFEP LIck ofCase 
Institu-
tions tosotI 

too short. Accounting Trainin- studies 
Grade 1 Grade II h,-v1e T Grcide II Gr:ide I Grade II 

Krishi - 60% - 40% 60% 

Son-ii 100% 100% - 33% 

Janata 75% 100% - - 67% 

Agrani 100% - 100% - 50% -

Pub ili - 100% - 67% -

Rupali 100% 100% - 50% -

Uttara 100% 100% - - - 67% 

IRDP 67% 100% 67% 67% 

BSB - 100% 67% 100V 
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Table XIII-4 

Imphlc:.tions Of Traiinn, Performance 
To Crd.it 

Gra de I (M:,IaTur) 

Lending R.Iting of Iruti.o 
Institu- tution bis,_A on 
tionbst achiewentb 

of RFEP TrilnS.nv 
(1) (2) 

(, I G. II 

Krihi - 4 

Son* Ii 3 5 

J inti - 7 

Agrani 1 1 

P lbai - 7 

Rupli 2 8 

Ut t, 2 6 

IRDF 3 3 

ISBI. - 2 

From July 1 To December 31,1979 

Gradc II ( Staff) 

Proructivity Pro uctivity per 
rD,:r ouitlt employee bised 

on or, number of 
nu-Ier r-f lons 
i .1.;3) (4) 

3 4 

4 6 

5 5 

1 1 

2 3 

6 7 

7 8 

9 9 

0 2 
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Table XIIT-5 

Regional lanagemcnt • Outline 
Of Sugested Tri n 'nrn 

Topics b', of urs 	 Instructor (s) 

J., 	 Understandirp RFEP 12 	 Project Mar7,ger 
,l , Research Specialist

.)f individuil modcls) 

2. 	 St.ff 'I.tivtlon and
 
ManpTDowecr DC-vel,pmt
CpTech nciuesp r--- 12 TrainIng Consultant 

Str,,it c .cs ) 

3.-ic 'n. 
Services 12 Project M-.naper 

3. 	 Ba Yiol nce 

Td,. 	 ttiicfj C, t Credit Specia-Ilist 

CODStruint:,.t, t-Savings Spcillst. 

RctpaYmtut. .:;tr 
' t(.,C 

i 
C 

; 

of ProdctIcLivity) 

4. 	 .ric 2'iri l'in-ncc 12 Financi l Specialist 

Servic, : n-s tri- Evaluantir
 
tion :nI__t.vlInrin
 
--o-] tor,ir', ~rjinches
 
act, vitics(illjing 

out 'f form,,-sttin,,
 
tl;; - k'~, l )
ts 't'O 


p)rotnoti,,n )
 

5. 	 S minmr :.2Suli.ted All consultants 
TopIcs arid 
discussions, 

5 Classes 60 Hours All specialists 
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Table XIIT--6
 

Regional Management Training - Cost, 

No of
 
Item Participants Cost per, item(s) 
 No. of chys Tota1 Cost 

Trivel 36 Tk, 500/00 
 - Tk. 13, 000.o 

Pcr dieim 36 TK. 100/00 
 15 Tk. 54;,000.00 

Tk. 72,000.00 

At 15 Tk. - $ 1.00 
i.e. TK, 72,000 $ 800.00F 
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XIV. 	 WHAT IS DE RI',T OF LOAN PRODUCTIVITY 
AND WHAT IS REQUIRED TO IMPROVE IT 

A, Current Status Of Productivity of Loan Disbursement 

Sectoral productivity enables management to formulate precise 
ro
commendations related to areas of work. 
 It also help managors apply
 
problem-solving and decision-mnking skilis, communication 2nd leader
ship 	akills as needed. A good level of productivity is essential to
 
both 	the institutions and the customers i.e, the rural poor.
 

Data 	from July, 1979 to ths cud of the calendar year show no signifl
cant 	change in the productivity profile of staff and management in
 
the areas. The calculation of sectoral productivity ( related to the
 
delivery of cradit ) involves the number of loans and total credit 
disbursements to borrowers divided by the number of outlets and 
the 
total number of perzonnol directly asociated to the Program, The 
current level of productivity for the puriod 1 July - 31 Ducembor 1979 
per outlut and individual worker arn shown in the following tablen at
 
the end of the chapter.
 

1. 	 Productivity based on number of loans
 

Per outlet (Table XIV- 1 ) Per omployae (Tiible XIV - 2 ) 

2. 	Productivity basod on volumo of crodit
 

Per outlet (Table XIV-3) Per employee (Table XIV.4) 

The 1nstitutions i" rankqd with respect to each of the four measures 
in Table XXV - 5. 

B. The Kuy Factors Dstoninin the Level of Productivity; 

The analysis of prmduotivity rllos,on the understanding of the opora
tina elemans,, With Nopwct to the inatitution,, the key elements in 
the productivity process, goared toward "work oiafoc-tivoness" Include 

both 	skills and a proper orgnlMAtion climato providing 'resourcs that 
euport these job activities.
 



The 	 K~y factors arm 

1. 	Clear understanding of projoct purposus and Individual Model 
Chiractoristics. 

2. 	The nature of Institution4l finance elements.
 

3. 	Specification and Crituria of personnl,
 

4. 	 Availability of incontives,
 

5. Thu quality of the ImpLementation tools
 

6o Actequate planning.
 

C. 	 Understanding of oj e ct Purposoa_.	 And Hodel Characteristics: 

The 	factor appears to he greatly Mr3onsiblu to prductivity. The 
disbursement of crijdit is tied to an understanding of the purposes
 
and 	goal of the project. It in also tied to a clear picture 
of tho 
Qlemonts to be tested. This is particularly true with roapect to the
 
efforts of personnel in reaching,the target group, 
Tt Is certain
 
that financing the poor Isa novelty for tho bankcs. 
 Quality services 
to the poor will not me4aljzi fn the areas unloss the personnl.l of 
the areas roachoa highor understaniing of the project and its imp
lications t, their individual model in particular.
 

The 	 improvemant with ros-eot to this faoctor, of coursu. Involves the 
Intensification of training programe outlined I~n the previous
 
chapter.
 

D. 	Thu Nature OF no Institutional Rural rinanco sMemants. 

Thera are eadsentially four major elements Involvud 
1)Interest rate*, 2) soheilulo of payments and rofinanoig 
3) credit need and 4) credit damzind. 

i. 	Interost Raites
 

Competitive raten of Interest are to ba found Irn the 
 areas under,
the 	Rural Finance Exporimantal Programen Thase rates ilnk@ businoss 

witth togatgroup mombrm, a1 bit different. Tisl was observod 

.56 
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on occsaion by the Consultants Tho etiatence of the 100 Crore 

Progran, thi, Ton Productih n Schome, Boro Crop - Aman Crop -Hnndt
crafts, operating at 11 percent, mnke credit at JS and 36 percent 
leas attractive. Although implfiod lnan pzoceduros and the 
abzenco of collnteral ire ascots to productivity$ the competitive 
rates of Interest, to a certain extant, explaird the trends of
 
dwellers to oh-,p for lower rates. This could reduce the RFP 
market, Howeov, oxcopt p",a4bly for other agricultural loans 
the interost ate is not a prima Impediment to tho business of 
the, institutions i.e. Project purposes sinco it has been VhAtn
 

in earlier chapters thnt
 

a. rurnl dwellers are seeking and getting loane at thser rates,
 

b. a significant number of loins Indoed hd been Issued 3t the
 

highest rates of 30 and 36t.
 

2. The Schudulo 0P Paymonts
 

Short tcme credit mauy also be soon to be a handicap to groater 
productivity. Besidea, tho dangers of hampering forners financial 
development, short term credit, is a nerious bottleneck to sound 
utilization of credit, specinlly in the case of non-seasonal
 

loans. ( trado, rickshw, etc.). The latter activities require 
a moro prolonged repayment schedule. 
Tnrgat group membees in 
the areas seem to view tho RrLP short term loans an a constraint 

rather thnn An ascot, An expanded rural crodit program will re
quiro somo realistic adjustmnt of the ropayment schedule in order to 
to achieve borrowers' financial development, thus ensuring
 
crudit repayment. However, the current schedulo of paymnts does 
not appear to be a key constraint to productivity. Neither does 

rfinancing stand as a problem to Increased volum of business. 

. Credit Needs i 

The need for credit In the rural areas stands as the biggest
 
* factor Inthe development of finanal transactions In thq areas$
 

Via multipla crodit programs nro not able to meet the needs of
 
ovar 75 millions of Impoverishod rur*l dwaflrs, Ins titutional
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credit in Bangladosh, regardless of various existing credit 

programs ir. the country his not re~ahed the point to fully 

mot the rveds of the majority of rural dwollers. Two pointo 
illustrate the matter 

,. 
 As of mid - 1979 the %FrP 1kseline Survey indicatod that 

out of 3,129 respondents with farming activity scattered 

throughout 5 regions of the courtry, npproximately half 

of the respondents, ( to be exact 44.0 percent of the 
respondents) expressed te )pinion that the lack of 
financing was the mort crious problem to effect any effort to 
incroase individual incomes. 'Tho situation was even stronger 
among 1438 respondents without farming activity. 

b. 	Tho majorit- of the respondents (52.1% ) oxpressbd the 
opinion that avAilability of credit would be the biggest 
help in increasing income. 

Such dat confirm the current need of rodit in tho Rural areas, Such 

need, if proporly exploited would boost the activities of tho parsa
nnel productivity. The currnt need Is an asset to rural finance 

activities. 

'. Credit Demand: 

The current deamnd, however, is a serious hnndicAp to increased 

banking activities. Demind for credit revolvas wvound the finan
cing of traditional activitios of a subaistono economy as pro
viously established. The situation %uof date Is not different 
of the situation an of Juno 1979. 

Tht suggestions of tho Consultant (May 1979 Seminar) ptrtaining to 
increased credit demand through ,iwider range of Investment posul
bilitios for thQ targot group meimers do not ref'loat a moaningful 
level of implomentation at this phnse of thu projact. Thip, partly 

. ~ may bo due, to tche non-availability of Production r~oonoinists needed 
frsuch taske, The Hay 1979 seminar mentioned the produotion of 

moiatip (goats, lamib, poultry) fisheries, handiovaft. (weaving). 

II~_J 



Also another aspect may be impmoved idvncod plonning iand 
programming of len6ing activitivs ,imilar to whnt was done 
by the lending institutions with th4 hel? of the Consultants 
last October and Novombor. This will be discussed in some 

detail later in this chaptor. 

. .Personnel s Spcifications And Critoria 

Two key elements associatod with personnel hove become bottlenecks
 
to highur productivity In the areans.
 

'1. 	The proliferation of panrt time positions' The nssignmant of 

full time pesrsonnel to tho RFEP portfolio has not been mate
rilized regardless of the consensus ruachad by the institutions 

the Dangladosh Bnnk - USAID and the Consultant on ther motter.
 
Not counting IRDP and BShL which are compltetly on a pnrt tima
 
basls, the romaining institutions employ 84 part tim staff
 
mombc , as compam with only 68 fu rtime mombers. Suo Table
 

XIV .	8 
 for the moibur of full timo nric par't time omployees 

by londing institution. 

2. 	A lack of organizationil structure of tho outlets based on 
cleariy defined job doscription for mrixlmuir output. With r a
pect to this, stind ivoat of thL institutions pni-ticulrnrly tho
 

cooperntivon.
 

Indeod, the currant staffing pattern includIng position titles, 

number of'employees ind mont Important, the procossos ftir, hich 
tach positzinn is vespornsiblo for, dose not aoom to take Into 
account the best uitilization of personnel as called for pvoduo
tivity1. This may explain the compints of tothe ataff view 

tho experimcnt an 

a. 	 an extra buirdon and 

b. 	the desire of the institutions to hire additional personneal. 
- -Such a need carrias 'with It the possible conistraints of costs 

eind prop'rnsp focus. Tn fact thars ore ninumber of Issues 
which must be addrassed rolatod to pe"sonnol In the =rntths 
ahond 	I
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- What is an approprinte Field Staff ? (size of the staff)
 

- What additional per outlet porsonnGl, if any, are necessary to
 

support thfi experiment ?
 

Our future inalysls of these issues will take Into account
 

a. 	Credit demand per outlet
 

b. 	 The size of the market ( number of target group mombers 

par outlet ) 

o. 	 Projected volumes of business (fair estimate of projected 

activities ) 

d. 	 Operating costs of individual outlets
 

A3 a 	result of the above analysis it would 3ppenr desirable tot 

a. 	 Aseign at loast one(l) full time peron to ll regional 

offices - as previously statod 

b. 	 Assign only full tiun personnel to RFEP
 

C. 	 AssIgn t least one (1)full time omploye (Nanager/Scro

vary/Accountant or Cooporntiva Devolopment officer to TRDP 
or SBL)
 

d, Provide :dequate training
 

Although the size of stiff cinnot bn datermined fully at this phase 

of operations, the nesignment of permanent staffing is desirablo 

for tho daveolopmnt of stable bank- cliant rolationshipa and 
pormarnont operational procass. 

F.Availability of Adequatc, incentives 

The Institutions arce still searching for atppropr.Late Inontives to 
boost productivity In the areas Ie curranc salary scale of the per
sannel Is les4tactiva than salnx'es~offered In the pr'ivate doctor
 
of Bangladush. An idea of the curant salaries of personnel is,gig/on
 

InAnnex XIV-1
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There isno doubt that a readjustmant of calary in necessary. Such
 

action could bunefit the performances of employees. A significant
 

number of employees view the salarios as being too low. This may
 
well be a serious constraint to operations. However, it appears
 

difficult to quantify the offonts of the matter on productivity.
 

Any increase in salary should be determined by n assessment of ear

nings versus cperating expenses that is,the financial capability of 

the Institutions. Itis perhaps too soon to recommend any such in

crease. The very nature of thu exparimint commands some caution in 

overall policies. Thu best packAge of incentives at this time will 
be tho identification and availability of prizes geared toward best 

performance. Monetary incentives such ns a TK. 5,000.00 to TK.10,00 

sium could be offered jointly by the institutions on a quarterly 
basis, to the best Loan Officer, It is a negligible investment for 

the institutions. This could be explorqd. 

G. The Quality-Of The Implementation Tools 

Rural Banking in Bngladesh does not require the avnilability of 
modern tools and equipment needed for the performance of such services.
 

However, the nvailability t trinsportation is a key element for 

PRural Bangladesh. Indeed, is indicritod through the June/July 1979
 

management operation survey, transport seems to be the key too1s 
involved In tho performance of said services, It cannot be establi

shed at this timo whnt is the oxtent causative linkages between the 

volume of businoss and the nvailability of transport in givon outlets. 

Although It may be asewnod that ;Agratr mobility of the staff 

should enhance tho volume of business. 

The 'roam suggests that allocation of ndequate transport (motor cycles) 
to be mot by projocts funds should be sorlously considored and that
 
costs ostimato for their provision be made ifappropriate.
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H. Adequate Planning
 

The pote:itial to achieve maximum productivity is directly related to
 
the adequacy of planning. Too often, in the absence of planning,
 

organizational resources and energies are expanded without focus,res
ulting in achievements far less than those resources would otherwise
 

permit. At this time, very little planning takes place among the
 
institutions. Program Planning and Action Planning as presently car
ried out can be rated as barely better than unsatisfactory. There is 
little apparent consideration given to the availability of resources
 

(Project Funds) and few decisions on prioritizing objectives as rela
ted to Project purposes are evident.
 

This appears in the financial projections made by the banks in rela
tion to credit disbursements per institution in tho arais (See table 

XXV-7). At present, the low level of planning is a serious impediment 
to productivity. 

One way to improve the delivery of credit i to carry out advanced 

planning to meet the seasonal demands for agricultural credit. For 
example in Table XIV-8 there is presdnted a monthly schedule for crop
 

planting, harvesting and need for disbursement.
 

Tho chart on tho next page gives An ides of the variations In the 

demand for agricultural credit based on Tablo XIV-8. 

1 . . 

, 

. . , .. .
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CHART 

PVOSPcctivu Instituticon tl- Pr, ductivity 
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S1. 
No. Institution 

1 KrIshi 

2 Sonali 

3 JOnata 

4 Agrani 

5 Pubilt 

6 Rupari 

7 Uttara 

8 IRDP 

-3 BSBL 

Table XIV-1
 

Producivty peroutlot baoed 
oflons' oRpd'od 

f Ions for
 
per.4 Z0ot July- Pb 


Out'lts
31st DAibAborr 

1359 12 

441 5 

27ti 5 

1380 10 

5413 4 

136 3 

10,4 


2814 8 

434 1. 


d~"i 

on number 

Per outlet Pink 

113.25 3 

88.2 4 

55.6 5 

138 1 

137 2 

45.33 6 

41.75 7 

35.5 9 

39.45 8 

'V.4 

IIk-' A 



Productivity per emplcyee basud
 
on numerb of -om, 

e
S *. Lending ,'- ,. !jfIm uf ' 1or Rank- r (...ns :Averag
No. ' InstItut i';'- f,_r poriod persorme I im pi.ycc ',-ontl lv

T "., y (for pcriod :crs per, 
313 Dkct,b ;t Jly J'2mploytcj 

__ __ _ ' Dec±"r,--.
I I

J 
I 

2 3 4 7
 

1. Krishi .1.3.53 A7.07 i6.18 1 
2 Sona1i '4h 15 29.No 4,90 5 

3. Jar, ta 2! 46 33 7.72 4 
4. Agrani l3 'r) 15 92.00 15.23 2 

5. Publi 
 548 7 78.29 13.05 3
 

0. RupIli 136 5 27.:0o 4.53 6 

7. IUt ora 167 7 23.aC.08
 

8. IRDF 284 24 11.83 1.97 9 
c, TISBL 434 3.8 21.11 4.02 7 

,.,ramid Tor: i: 5027 11. 45,29 7.55 
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Table XIV-3 

Productiv-ty per -_uteti based cn tctal 

SI. Lc.%,r ing 
No. Irstitution 

1 Krishi 

2 Sonali 

3 Janta 

4 Agr-mi 

5 Pub-Ili 

6 Rupi'li 

7 Uttara 

8 I R D P 

9 D S B L 

cred-;:t rhnt,i)ur... 

,' crc.Jii-

269,'790 

250 ,5W 

524 ,680 

1067,75C) 

640,177 

179,343 

15 a1P 

195,300 

333 o 

t7 borrowers 

TmuurcTot . Loan 
1.cf Jisbursed Rank 

outIc ts oer outlet 

12 205732.50 1 

5 50109.80 6 

5 104936.00 4 

10 106775.00 3 

4 160044 .25 2 

3 59781.00 5 

4 39547.00 8 

8 24412.50 7 

11 30850.91 9 
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Table XIV-4 

Productivity pr employec based on total 
Credi't , isburscunmft 

Si., Lending 
No., Institution' 
1 ' 2______ 

1. Krishi 


2. Sonali 


3. Janata 


4. Agrni 


5. Pubali 


6. Rupali 

7. Uttara 


8. IRDP 


9. BSBL 


Amo-'unt of 

Iisburscd 


2468,790 

250,549 


524,680 


1067,750 


640,177 


179,343 

158,188 


195,300 


339,360 


credit' 
n Tk. ' 

fiumber of Per employc' Rank 
per___nfc-I 

4 


14 


i5 


6 


15 


7 


5 


7 


24 


is 


5 6
 

176,312. 14 1
 

16,703.27 8
 

81,446.67 3
 

71,133.33 4
 

91,4:3,86 2
 

35,868.6-7 5
 

22,598.29 6
 

8,137.50 9
 

18,853.33 7
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T-hblc XIV-5 

Summary ot Pr,:cuctivity Iisd cn Numbur (-f 
Lc:";ns ind Tot-l Credlit Disbursements 

(July - 31 December 1979 ) 

P.ANK OF INSTITUTINIS 

SIl Lending Nuimber oflos Number of To,  -il Amount Totl 
loins per of Crediterrrl.yee per outlet Amount orCredit per 

mrployee' 

1 Krishi 3 ] 1 b 

2 S-nali 4 5 6 

3 J:na tr 5 4 4 3 

4 Arin.i 1 3 4 

5 Pubali 2 3 2 2 

6 Rup:1 i 3 6 5 

7 Ut tjr,i 7 (3 8 6 

8 IRDP 9 7 9 

9 BSBL 87 9 7 
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Table XIV-O 

Higher Delivery of Agricultural Credit in the
 
ar¢Js through seasonal Planning : Schedule
 

Time 	of Time of Time of credit
planting harvestinF disbursemont
 

Boro Paddy 	 January May November to !)Cember 

F..bruary 

Jute Harch Jute - July
 
Broad c ting B. Amen,. flov January and February
 
Aimon paddy ;ind December.
 

Summer Vegotables ..;ril 	 Vegetables-June 

Aus paddy and Jute 	 Aus-paddy, June- Februo'y and Iarch 
July, Jute-July3nd 	 August
 

Jute, AuG-paddy and May 	 July and August

Seed bed fox- T.Aron 	 7T. Amen Seedlings TNbru~ry and March 

transplanta:ion
 
in July and 
August
 

Seed-bed for T. Amen June 	 Transplantation 
of Soedllngs in April and Hay 
July and Auguot. 

oT. Amon Transplantation July 	 Nlovomber & D c. May 

T. Amon Transplantatiin August 	 Novemiber SDoc. Hay 
Septomb r 

Oi1l Sceds cultivation October March August 8September 

What, Pulses, Winter Novemnber 	 Mtarch &April September 8October 
Yogetables 	 _____________ 

t PotatotSwut-Potatot Boro-tMay & J1unie t
 
~oro paddy~ chillim Other-March 6 May'1
 
10U1RCF i URAL FINAMCC EXPERIMENTAL PROMECs
 
±. 	Table shows no prospective agricultural credit activities during 

June-Novamber and Docewbor, 
2. Average activitics in January *April -August. 

3. Brisk activities during - Mairch - Suptember - Octobar
 
4* Busiest month i February and flAy
 
S. 	As of nowl a time table for' non africultura]. activitios that could be a,

major asset to banks' productivity has not been suggested. Howver, theBaseline Survey revealed that I'ora than 60% *ftho rural population 
wore engaged in'such activities In the areas. 
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Personnol : 	 Di-tribution of Positions Annex XIV- ]. 
And ,r:.iee 

(As per Lending Iri titutlion Head Office's Report February, I9PO) 

lnie of the Totl N. of Fual rt'! [h.o of irt 
Lundin. Time Pecrnnn.-1 Tinr Pt r-,enncl Number of 
Institutions Nur__ 

Outlet 
nb' 1:try Job N... 1V tlo
".tle 	 (.'on thly) TitIt. Uolonthly) 

i n Tn k,,. 	 in Triki 

.nnrcr 1? 300Investi.-
Krishi 1,Atior; 12 1275 9. Accountm12 1275 12 

3. C .1ei'r ' 800Offic er 

K.3., 5 50-6.30 l'w(,r 750-1170 "KY 
Fi(, ! Arst 5 1400.-62, T'n Tcch 5Sonali Guar"/ 5 150 .' riolist 5 470-1135 

5 10 __ioT 	 ___ 

1. Rural 5 7(0-'00 'Irv1%(rcr 5 1010 
Jrnatt Credit 

2. lrk k s; 

1. Fi.:,Asst. 8 350 Manniccr 10 700-1000 
2. Proj cct i .100 .',torney 1 7(000 10 

N,,rnni Offic(-r Asnt. 

Accountant 7 350-500 

Leta! i n, 750- 1470 P.arir,Pub-ili Of fice-r	 tr 4 625-1250 

Field Al-1..1 	 r i).-5h03-51 o 

1700-1 85 	 PVliccr 3 	 M'n".r 1700--8.5 3 

Rupali F v l' , .1 , 1 4 n 

Of,i r 
IRIrT.PO , 12 (Olut (f 10, 

,t'nporr;5-r 8 1.75 -1 1;',5 'rflh)r9O orr i''r ii
t.,ti 

hi., 

1.-h 
e

1/2 
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PART - F 

IMPLEMENTATION (TESTING) OF THE M4ODELS 



XV. HOW IS THE TESTING OF THE MODELS PROCEEDING ? 

A. Introduction 

An analysis of the models reveals the existence of Xey activities vhnse 
implementation appears to be vital to the perfoimance of individual 
models as related to projact purposes. Bix of these activities stand as
 
the backbone of operational procosoe. They are
 

1. Group Lending 

2. Area Development
 

3. Assistance to Borrowers With Production Plans
 

I. Technical Support 

5. Obtaining and Delivery of Inputs
 

6, The selling of Frm and Non-Farm Produce
 

In this chapter each of th key activities linked to individual models
 
viil be discussed in detail Givin, ; (a)Summry of the activity (issue)
 
(b) Current Status (c) Apparent constraints; and (d) Recom nmdations for 

overcomin the constraints. In tho next chapter each londing Instituticn 
is ovaluatod with respect to some ten different operational critoria 
involved in the testing o eaoch model. The information which is utilized 
in tho next chapter was obtained through a special survey made by the 
Field Research Unit of como 21 outlets. Part of the information in this 

chnptor coame from Heal Office r~plies to a upecial questionnaire. 

B. Group Lending : Janata Uttara, IRDP and Bel 

1. 5imnary of PiTrod&Activiy 

Ooup londing is one of the koy foeatures beine tested in the areas. 

Uttarai, Janata, TRDP and B83IL ha-vt boon oioouraging the formation 
Of vil)aae groups. The major argumont for extending credit to groups 
rather than individa2 inmburs ipthat 

a.* The group 'ian provide collective collateral for loans to indivi
dual mcmbers. (Spoerty delivery of Institutional credit to the 
poorest of the Poor), 

b, or pesrswill reduce tho inaidenco of default, (Thus the 
ability of the models to collect thuir loans on timo). 
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2. 	Current Status
 

Table XV-I shows tho nunber of existinS groups by model and the
 

major activities associated to the groups. An dnalysis of the
 

table leads to the following findings
 

a. 	The size of the Croups varies under the differtnt models, 

ouch aa 5 mombors in Uttara, 5 to 8 mombors in Janata, 32 to 
216 omb ro in IRDP. No data aro available for 13DL, 

b. 	The totality of activities covers the multidimensional aspectv
 

of a subsistence oconomy both qualitatively and qutnttativoly
 

The major crops boing financed are : Rice for Uttara, IRDP and
 

ESBL, rice and tobacco for Janata. The other activities (milch

ing cows, goat and beef fattening, rickshaws, sewing machines)
 

do not reflect largo scale production units as it might be
 

expected. The existence of the groups stands more as schemes
 

for speedy delivery of credit rather than organized associations
 

geared toward higher output and viable financial organizations.
 

c. 	A comparative estimate of credit disbursements shows the impre

ssion that the groups have not created hiaher volumes of
 

business, through the existence of bigger financial markets
 

available to the institutions as a result of the group, This
 

appeared in the Chapter XIV on produotivity.
 

3. 	.Conotraints
 

The 	most serious obatoclos to collective organization in the 

areas remaint 

a. 	 The strona individwgliam of the rural dwellers and the low 
impact of the cooperatives in creatini; stable and aCjUrcsaivo 
colloctive organisationa. The latter explains the difficult 

would be of benefit to the cooperatives and the rural areas. 

b. 	 Rural individualism is further enhanced through the country
old* by the lack of solid understanding by the rural poor of 
the implications of participating in collactlve production 
activities, 
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1 , 	 Rocommendations 

a. 	Good measures to foster group action by the rural areas will 

have no impact on sound developmcnt and growth of such groups 

unless some level of awareness of the local communities is 

found, motivation through a better understanding of the rural 

finance schemes attained and a more organized approach developed 

by the cooperatives (IRDP ,-BSBL ) and any other given model. 

b. 	The process of facilitnting group action should be carried 

out partly by the institutions through a more structural 

progro of assistanee. Such assistances relate to the identi

fication of the motivation schemes, the delivery of needed 

services to the organization %nd the setting of viable targets 

of production. Briefly, it is fair to state that an efficient 

rural finance system related to organized groups should be 

lookod Mb. 

C. 	Area Develomenrt : Janats and Sonali 

1. 	 Smu ry o! Proposed Activity nd 

2. 	 Current Status 

Implemontation of JO.nata and Sonalil' area devolopment seem to be 

at loose ends. Janata Bank amos to be concentrating on devolopin8 

sound loans based on careful loana appraisal and offeotive dis

bursoments rathor than axocution of overall finance activities 

Soared tovaid aggro ate dovelopment. SonaI in Ooailla, Chittdoor 8; 

My~meningh, Dinapur end Khulna is engaed in some forms of area 
dovelopment whoso detailed oporationo will ba asesod in the 
months ahead. 

3. 	ConstAkn
a. 	 The implamntation of the Jannta and Benall Modsl6 requiras n 

high loval of trained 2graonne2. in area daolopmuzit. The 
scheme also requiras Meater plans ri~latod to Civon areas as 
well as adequate numbor at maoro and miaro fasibility stu
dies cover'ing the soial and economic infrastructure, water 
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resources development, energy, roads, health, education, aeri

cultural development etc. The performance of such studies is
 

inperative to
 

1) tho-identification of development targets
 

2) an estimation of costs
 
3) establishment of priorities
 
4) the impleaontation of works
 

5) 	constant casessnent of progress.
 

b. 	 Both ple.nning and work implementation require substantial 

investments. The identification, availability and comitment 

of such invotnents are hampered by the life expectancy of the 

Project ( i to 3 years V. 

c. 	 The association of big farners, businessmen ani industrialists 

to a vinble aros development scheme makes thu selection of smell 
farmere and landless poor difficult to overall regional dvil
o.ment afterward. This was acknowledged by buth institutions, 

as q m jor constraint. Initially, the target of the Rural 

Finance Experimental Project ip, the small- farmer and the 

landloss poor. 

4. 	Reconmendations i 

a. 	Janata
 

At 	this time of operations two alternatives are possible.
 

1. To provide some tachnical. aosistanco to Jrnata for the 
design of =JA scale regional deeoun ceo hc 
will rely groatly on the involvement of rural poor i.e. 
target group members and will not roqtdre any substh~tlk.' 
lone term investments. 

2. 	 To test Janata's rural fin~a activitie on strict insti
tutional rural 'finance factors iLe. rates of intterest, 
ar4it demand, and rapywnt schedule. 
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It is desireable for the Dank to ascer.u these options in order
 

to conmit its resources to the implementation of its choice.
 

b, 	 Sonali 

A sound aseessment of Bonili's .rca develo ment scheme requires 

additlonal monitorin, of the matter. It i the Con3ultant's 

juda ment thnt n detailed picture of 8onnli's scheme should be 

availbl in tho months ahead. 

D. 	Assistance to Borrovern with Production Plans Krihi,_Janta,, Sonali,
 

Pubali, IRDF, and BSBL 

1. 	 Summnary of Propos~ed Act ivity 

Production Plans are ossontit.l to both aro-conomic and economic
 

aspects of production activities. Tho design and implementation 

of farm and non farm prototypes load to improvement of agricul

tural production and sound production units, thuo a better utili

zation of credit. This explains the production plan as one of tho 

key 	 features involved in the desi M of six of the models. 

2. 	 Curront Status 

The lack of data on tho matter makes it hard for the Consultant 

to estimate whether the banks and the operatives involved in 

dofigning profitable production pleas to be extended to the borrow
ers are 1mgging behind, Hrovevor availa611o data based on head 

office intorvievs for Krishi showe a prAd utilization of the pro
duction plans in Krishi. loan disbursements. This appears in, he 

overall amount of the use of production plano as called for by 
the Project Paper and tho nbor of applicationb relatnd to crop 
production, tgricultural production as z whola fand non agricultural 
production (sco Table XV-2 for thi status of latiding). 

Thu explanation of this status perhaps lieu with some of the 

constrainto associatud to production plane. Chief cong them are i 

a. 	 Tho staff's level of understandina of the econorico of agri
cultural .ca.t and other small scals production units, Th. 



projects latest ! na'eonont Oumtpi Survey indicates a low level 

of understanding of both the forms and the value of the pro

duction plans as integrLil to evaluatinC, loan applications. 

b. 	The staffIs limited experience with the banks production plans 

and loan applications. 

This indeed "3iso appeare i in the latest Manragement Output
 

Survey. It is to be recognized that production credit loan
 

analysis is 
far 	more complex than is the case with provi,ent
 

and consuniirs loans. The "ssuccess" of Krishi in this matter 

perhaps is due to the long association of the bank to Agricul

tural credit. Jranata- Sonali and Rupali are new comers in the 

field whercas the cooperatives seem to suffer from an overall
 

low 	cap!Lbility in the matter. 

c. Idl six models werf. unanimous to point out the futility of' 

the plans to sound credit :isbursement as of now. This is 

due to misinforration received from borrowers at the time of 

credit applications, making some of the calculation of
 

profitability a rather useless exercise.
 

4. 	Recommendations
 

Successful production credit programs require support in the
 

development of production plans. Such plans ensure a level of
 

return to the farmers adequate to repay the loan and principal
 

and to motivate the producer to increase and expand his production.
 

Assumini that properly promoted by the institutions, such a program
 

could substantially enhance their total impact. The Baseline survey
 

showed the lack of sound production plans as a serious handicap to 

farmers projected return. 69.91 of 193 respondents report that
 

the 	failure of borrowers to pay back their loan was due to wrong 

estimates of crop output. This makes the utilization of adequate prod

uction plans imperative. In this respect, the Consultant would 

recommend that :
 

a. 	All staff and management be provided additional training as
 

scheduled in April 
and May, 1980, The April May training 

workshops to be conducted by the Consultant will focus on a 

178
 



better understanding of the forms. This should lead to a more
 

efficient utilization of the forms at the times of credit 

applications. 

b. The enclosed production plan form relates to agricultural
 

activities (annex 1 to this chapter dealing with rice

vegetables). Other forms related to non crop activities
 

(wenaving nats-handicrafts) will be designed by the consultant's
 

credit specialist and madc available to the institutions
 

by May. 

c. The skill level associated with production plans be continu

ously assessed by the lending institutions in order to promote
 

better utilization of staff in this matter.
 

E. 	Technical Sunport :Son-ali, Arani and Pubali 

1. 	Summary of Proposed Activity
 

Technical support relites to numerous services to be provided
 
to borrowers such as extension services, storage etc. Technical
 

support and proper utilization of credit ara integrally related. 

Such services as outlined in the project paper were geared toward 
the achievennt of greater utilization of c:-edit by the borrowers. 

Thus borrowers c .v1.oprnt i. onmurocl.Thc relatively low level of 
education of the poor and the necessity of providing additional 

needed services .long with credit to impoverished raraJ. dwellers 
reflect the import,%nce of such services in a rurai finance scheme.
 

2. 	 Current Status 

As of March, 1.980 ,n appraisal of the situation in the areas is 
shown in Table XV-3. The currcnt table highlights the following
 

points
 

a. 	Technical support is strictly limited to personnel support
 

to borrowers through the availability of a(gricultural agents, 

Vetcrinariurns and aigronomists. 

b. 	Agrani's small farmer service centre according to our data
 

does not reflect a full utilization of technical support
 

in the impleiaentat*-n of the model. 

179
 



c. 
Sonali has 1 technical Person servinE approximately 122 custo
mers, Pubali 1 for roughly 106 borrowers.
 

3. Constraints 

The key problem to higher delivery of technical support to the
 
experimental areas lies in the structure and utilization of the
 
staff. Available irv. show . substantial nuriber of part time assign
ments in the are-7s r -on r extnsion personnel and the lack of a 
clearly defined descrirition of individu- tasks, to be Tperforn.ed. 

Such status is cle_ rly an impedir.ient to the availability a'nd 
development of technical support as 
related to project purpozes.
 

4. Recommendations
 

The present situation calls for the following: 

a. Development of local and regional skill bank
 

1. 
Local branches should attempt to identify all possible
 

resourcces for each required skill. This will be parti
cui;irly vital to Agrani and Sonali's Farmer Service centres 
whose life depends heavily on such support. 

2. It is recommended thrt such locally available resources
 

from Government i'inistries (Ministry of Agriculture, 

Ministry of Fisheries, Rural Development - Livestock etc)
 
be used on the basis of special arrangements with the 
concerned] dcpartments for the benefits of the program. 

b. Adequate Plnninr 

Using data rolatted to past credit disbursements and projected 
purposes of credit as well as 
potential demand based on
 
realistic production schemes, the branches should list these 
resources in order of priority for best utilization of avail

able support. 

c. Appropriatc Trainin, 

Upgradinlg of Soriali, Afrrani and Pubali Technical staff at 
Myraensingh /Ar ricultural Varsity or other suitable place be 
also require.] (I i country Training). 
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It nig'ht be , ,ropri.tte to u.. re-,: urc:n from the local 

Government agencies to assist the Banks personnel in developing
 

higher technical capability. This view was shared by Agrani's
 

personnel in charge of RFEP, Head Office, Dacca. 

It should be noted that the next report will assess if, given 
the limited technical resources of the banks, financial 

investments associated to active participation in technical 

support development in the rareas, should not have to be man

datory for the models in question.
 

I-hatever the outcome may be, it is clear that as of now, 

a -rea.-ter involv:ment of the technical agents in providing 

adequate support to the borrowers is practical and desirable. 

The above mentioned recommendations related to the zlatter 

may 	 be of help. 

F. 	Marketing I - Obtaining.and Delivery of InDuts : Janata, Agrani, 

Pubali and IRDP 

1. 	 Summary of Proposed Activity 

The 	 development of a sound at'ricultural credit program is inextri
cably linked to the timely availability of equipment and supplies. 

In the project paper, four of the models emphasized the delivery 

of inputs as credit in kind before the crop seasons anu repayment 

after harvest. The avilability of seeds, fertilizers, seed 

treatment chenicals and storairc insecticides could be mjor assets 

to agricultural production. Thus, i positive element to seasonal 

credit. With the tend acy of rural dwellers to invustigate all 

sorts of possible sources of income outside of farming, credit in
 

kind (supplies) may be one of the best schemes of "forced" impro

ved technolog;y in the areas. 

2. 	Current Stitus 

The delivery of inputs to .lateis gfivn in Table XV-4. It indicates 

that the qufntity of supplies handled by the Institutions is 

extremely l imited. 

In Table XV-'5 the money disburseod for th; qunntities of supplies 

is 1given. 
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In the case of Agrani and Pubali, the total amount of purchases 

per model compared to total credit disbursements of models stands 

as follows . 

Agrani 	 Total amount (supplied) Tk. 79,275 

Total credit disbursed 	 Tk.12,62,790
 

Pubali 	 Totail amount (supplied) Tk. 86,100
 

Totol credit disbursed Tk.ll,07,567
 

These figures indicate that :
 

a. 	The level of iriplementation of the delivery of inputs scheme
 

by individual operations is low.
 

b. 	The percentagec of credit allocated to supplies is, according
 

to avil-ble data, ,.lso low.
 

c. 	The status of improved f-nn tcchnology in the experimental
 

areas is unsatisfactory.
 

The success or failure of the delivery of inputs will be
 

matched to the 3tatis of rep-.ynent in the months ahead in
 

order to assess some possible links as to any significance to
 

1. 	The demand of agricultura,l credit in the areas under
 

Janata, Agzran i, Pubali arid IRDP schemes.
 

2. 	The economic prepar:,tions of irproved agricultural output.
 

3. 	Repayment as rel-ated to project purposes.
 

3. 	Constraints :
 

a. 	The only explanation to the current status lies in the relati

vely low significaince of igricultural production (crop produc

tion in prticular) in the incomes of the target Croups members. 

As this point, improvd faning based on utiliz,.tion of inputs, 

does not seem to be "in' within the ireis. 

b. 	The impact of mana,,ement and st,-ffir.; in the promotion of 

inputs could rot he -As55(Jet',i:at time.
 

,- for -.
C. 	 Althoug;h short tim, lo-ans til ,s [,ricu_1turn1 inputs
 

may hv.e reciste(d th,: serious difficulties with respect to 
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the timely delivery of these inputs to borrowers before planting
 

times, however both the August 1979, survey and discussions of
 

the matter with field staff and HW!nagement lead to the followin,

point 

Quicker delivery of supplies to bcrrowerc, is desirable.
 

Manv,.Cement links the problcu to the somewh:-t less than aggre

ssive .:erformance of the randesh Agricultura.l Development 

Corporation (BADC).
 

The 	 speciflists field trips do not reflect any significance 

charnCe in the Aicture as of March, 1980. 

4. Recommendat ions : The 0'thering of Data 

A deeper assessment of the matter by the Consultant is necessary. 

This alcnr with some relatively simple studies will be undertaken 

in the weeks -.head to determine : 

a. 	 A more detiile! picture of the delivery of inputs to target 

group mebers. 

b. 	 The ilenrf c~tion of most efficieI,L ways to speed up purchases 

and delivery of inputs. In this respect, the role of BADC will 

be issessed. Indeed, BADC supplies the quasi totality of acri

cultural inp.)uts available in the cou:try. 

Direct L'uyint- from individual fariers, vi.age societies, 

coopcr.ftives arnd others h-.v, virtual.ly no role in the supply 

of adricultura] inputs. The one --xception is the arranL,.ment 

for vaccination of livestock. Tht! decision of the Government 

in Pebrua7ry, 1980, to allow direct orders of insecticides from 

suppliers h:s been widely acclaimed by the institutions and 

rurLl dIwellors. 

In brief, the most relevant recommendation for the ncxt report
 

is thL. pathering of data on the delivery of equipment and 

supplies gceared towards expanded ar-ricultural production and 

farmers financial dvelopment. A -tAtedpreviously, this will 

be ir.plerpcnted by the Conslitant in the weeks ahead. 
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G. Marketing II The Selling of Farm And Non Farm Produce : Janata-Pubali 

1. Summary of Proposed Activity 

Support of ma-.rketinx- activities was seen by Janata, and Pubali 

as a ,ood stratcfy (,eared toward,'reater iricultural and non 

farm production. 

The identification of mrrket outlits as well as the setting of 

the machinery involved in reachinC buyers is of essence to the 

operational processes.
 

2. Current Status :
 

FroM the bejinnini- of RFEP credit disbursement until now, few 

banks and coprativs have coordinated the iaarketing of crops. 
'With resp.ct to .-. rketin- activities of Janat and Pubali, the 

.
non existence of dat' on the mnttc.r r:.kes it virtually impossible 

to assess the rca'.ituu< of o-.crcations as uull -s thc" constraints 
associ7ated to currnt ocrations in the experimental areas. 

3. Constraints
 

Unknown -.t this time due to a lack of datat on the matter. 

I. Recommendtions :
 

The irmportancc of marketing in overa.ll producers financial 

development c,,lls for )n a-.dequate ,.ssessment of the matter in 

relation to Jan7 ta's :,n' Pubali's 'ctivities. To assess the 

operation of the Banks' m,rketinj -,ro!.ra1r.s and their relevance 

to project purposes, two types of d.ati, arc needed. 

a. Dat. rel"t:d to the Mainitude of Operations. 

The consultant will desi{,n r. monitoring form for Janata and 

Pubali which will enable the institutions to fiather the 

information nneded in order to <;rasp the quilitative and 

qutnti'avtive aj)ects of urketinr ctivitius with respect to 

the modc]s iriplentation. 

b. Data Derkvl--It anid Overall Strteaies.ro].-d t.(-, ,coCnmnt 

To ir-,rov thor v of' 'Lnksh the .exi.-tintr mrkcting 

r,rocr :r: >ra'tic-l mrser' rch is needed. l;uch data will 
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relate to aspects of overall activities of the rural population, 

the ability of the institutions to deve~op new internal and 

foreign market opportunities. Such dat2t will also serve the 

informaction needs of a:ssessin-,, the implications of n.rketing 

on usual fin-ince overll development strategy as related 

to TFEP purposes (See Annex XV-2 : Outliae of Research). 
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Toble XV-I 

Distribution Of Size And Activities
 

Of Group Lending Per Relevant Model
 

Name of - Number of Number of Number of 

Institution Sectors groups Members 
(Outlets) 

Janata 5 72 485 

Uttara 6 98 490 

IRDP 8 23 1738 

BSBL 11 11 NA. 
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Table XV-2 

Percentage Of Production Plans Out
 

Of Total Number Of Loan Disbursement 

From Beginning Of RFEP To December 

31, 1979 

Name Of Number Of 

Institution Plans Loans Percentag.e
 

Krishi 
 3o4h 3761 80.9/
 

Jancta NA 375 NA 

Sonali NA 
 854 NA
 

Pubali NA 
 962 NA
 

IRDP NA 
 W NA
 

BSBL 
 NA 547 NA 
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Table XV-3
 

Technical Support : Magnitude 

Of Operations 

Sonali Agrani Prbali 

Extension Service 1 Veterinarian Not 1 Veterinarian 
Number of extension available 
agents in experi-

mental areas. 

1 Agronomist 4 Agronomists 

5 Agricultural 4 Agricultural 
Agents Agents. 

Average nunber of
 
borrowers per 
 854 = 122 Iot = 
107
 
extension agent. 
 7 available 9
 

Number of storage

facilities nsso-
 Nil 
 Nil 
 Nil
 
ciated to RFEP
 

Number of borrowers
 
per storage

facility 
 Not applicable Not applicable Not applicable
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Table XV-4 

Delivery Of Supplies Per Institution 

As Of December 31,1979 

( InTons ) 

Name Of 

Institution Equipment Seeds Fertilizers 

Insecti-

cidcs 

Vaccine 

(Livestocks) 

Janata NA NA NA NA NA 

Agrani Not yet 
supplied 

Potato 
1.3 tons 

Urea-13 tons 
TSP - 9 
HP - 9.5 

DSP - 2 

Not yet supplied 

Pubali Wheat 0.30 tons 
Paddy 0.50 tons 50 tons 0.05 tons 10 cows 

IRDP Spray machine 
widspaddle 
thres hers. 

Mostly 
vegetables 
and paddy 

189
 



Table XV-5 

Delivery Of Supplies Per Institution 

As Of December 31,1979 

( In Taka ) 

Name Of 

Institution Equipment Seeds 

Ferti-

lizers 

Insec

ticides Vaccine Total 

Janata 

Agrani 

Pubali 

IRDP 

NA NA NA NA NA 

Information not awilable dt Head Office 

NA 10,000 67,275 2,000 NA 

NA 3,800 80,0CO 2,000 300 

NA NA NA NA NA 

NA 

79,275 

86,100 

NA 

Information not available at Head Office 
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Annex XV-1
 

Production Plan ! Proposed Farm Budget Survey Sheet
 

SEASONAL PROJECTION OF INCOME AND EXPENSES
 

Business (type of ) - Agricultural Production
 
Crop(s) 
 (Rice) (other crops)

Size 	of Farm 
 Digha/Farm unit
 
Price of Rice 
 TK. per seer
 

I. 	 Estimated Sales or Revenue
 

Yield/ ..........................
 
No. of bighas ..................
 
Total Production ................
 
Price/seer .....................
 
Total value of production ......
 
Value of auto consumption .......
 
(estimated seers/familv)
 
Cash income.....................
 

II. 	Estimated Operating Expenses
 

Labour ..........................
 
Supplies per bigha/seer ........... 
 Cost Taka Total Cost
 
Insecticides .....................
 
Ammonium Phosphate ...............
 
Urea .............................
 
Total Cost (inputs) ..............
 

Production Cost
 
(Estimated Operating Expenses)
 

III. Estimated Net Profit (or loss)Prior to Taxes and Loan Re ayment(Equipment)
 

Taxes
 

Income Taxes .....................
 
Other Taxes ......................
 
Total taxen ......................
 

IV. 	 Net Income
 
Depreciation ................
 

V. 	 Repaynent of Loan Principal (Taka)/(inputs)
 
VI. 	 Retained Earnings (Net Cash Flow) 
..........
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Annex XV-2
 
Janata - Pubali: Marketing II : Action Research
 

The main objectives of this "Action research' will be to obtain a
 
basic , detailed understanding of the following components of the 
marketing system of Janata and Pubali.
 

1. -A description of actual marketing systems for major food and
 
cash crops including the number and type of market participants, 
market channels &nd cultural patterns.
 

2. 
-The nature and economic structure of the market systems which
 
link target group food and cash crop producers to majour groups 
of urban food consumers and to the major purchasers of cash
 
(e.g. exporters, processors. industrial users 
etc.) and poten
tioal markets in foreign countries (handicrafts).
 

3. -The extent of marketable surplus in food production for different
 
regions, crops and family structures. So far, the relatively
 
small size of land holdings amongtarget group members (less than
 
2 acres) and the level of agricultural credit(crop production)
 

in the areas 
do not point up the potential for a significant per
centage of foodgrain production(rice) and other food produce
 
(vegetables) to reach the market. 
This information will help to
 
estimate the amount of production potentially available 
 to
 
marketing campaings of the selected institutions.(Janata-Pubali)
 

4. - Marketing margins at various points in the marketing channels 
and their relationship to marketing costs, including factors such
 
as the bearing of risk by market participants. This information
 
will help to determine wheter market intermcdiaries (Janata and
 
Pubali) are detrin-ntal to target group members financial deve
lopment and will help isolate specific RFEP interventions to reduce
 
marketing margins. Cost data will be assigned in such a way
 
that it can be "assigned" to the marketing of a specific crop from
 
a given region to its ultimate rural or -:rban consumer.
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5. 
-The nature of on farm and commercial storage, particularly of
 
rice and morc perishable products such as tomatoes, califlowers,
 

peas, onions, and other kinds of vegetables. The costs of tradi
tional farm 
- level and commercial storagt2 particularly the
 
losses by season 
- This will help answer some basic questions
 

about the economic returns tc alternative farm and village 
-

leve± storage facilities and the degree to which seasonal price
 
movements can be attributed to storaie 
costs. The availability
 

of these data to 
 Janata and Pubali will provide guidance to
 
the banks in choosing market intcrvention strategies which will
 

contribute to the multiple goals, of increasing production,
 

target group members incomes, marketing efficiency and self

generated operating capital.
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XVI. 	 HOW THE LENDING INSTITUTIONS RATE
 

WITH RESPECT TO MODEL IMPLEMENTATION
 

A. 	Introduction:
 

In this chapter the models are analyzed on the basis of their chara

cteristics. First, all models have been evaluated on their strengths
 

and 	weakness and secondly, an attempt is made to see if the models
 

are 	being implemented according to the model design. This has been 

done 	 in the following way : 

1. 	 Analysis of the general features of all models and the relative 

merits and potentials of each model
 

2. 	Evaluacion of special aspects of the model design i.e. if the
 

models being implemented according to the model design
 

3. 	Grouping of all moduls according to the dcgree of model implemen

tation-a ranking has been devised to see the status of all models 

4. 	 Provision of a set of recommcndation, ru-arding thu relative 

strengths ind weakness of each model. For models which demonstrate 

little 	 prospect of satisfactory performance, modifications are 

newrecommended. Recomr, ndations -ru ilso made to introduce 

variations for experimentation. Lastly, we have identified the 

strong features of all models, mdified ind improved them based 

on our finding,';. 

One 	 note of cauto.n must be added. Thc models havc been formula

ted on the basis of crtain assumption -nd expectation. In tes

ting the moduls w( hav, found many "unuxpecteds'" and some model 

aspects which were preconceiv(d to be pc itiv( hav. produced 

negative r,,sults, e.g. KriL.hi Shakh model':; inability to reach 

the target group (lowk23t -!mong lndinf institution) sems to be a 

result of the over-dominance of the villnge leadcrs in selection 

of loanee. Th model niot the )1lm "patrodid envision prol of 

nage" relationship whereby an influ.ntial person choo'ses his own 

clients for control of power. Thus in memny c-ase, thw. poor per

formance on L)rt of th, lending institution may r-flict 	 an a 

priori assumption rather than a direct organizational problem. 
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Again, since the project is an experiment aiming to test a
 

series of credit sub-systems for rcach:ing the target group,
 

a high incidence of Failure should be expected. Considering 

this, thu- project will be of significant success even if 

only one effective credit model is identified. In fact at 

this point in the proje-ct it i5 imperative that the number 

of mod.ls he minimized particularly those which are heavily 

constrained (e.g. DSBL, IRDP), and work with those that are 

proving to be success ful (Rupali, Pubali, Janeta).it is 

emphasized here that the good or bad performance of i model 

which is r flectcd by "eff.ciency or effictiwuess' of a 

lending institution may to a large extent depcnd on the 

model design. Thce concepts and procedures incorporated with 

the inlividual models have determined the parameters and 

results of thu project. 

B. Methodology-


The Model Implementation Survey which was carried out in February/ 

flarch 1980, was designed to examine whether the lending institutions 

in the field ar! working accordinP to the model designs or if they 

are diverging from their model If is1espectivedet;icrns. there an 

divergence but .-. en th,. model, design and model in,plmentation, the 

s1n vey aimed it finlin, the points of divergeknc- awl also the extent 

of divergnc. 

Since a very tictful meJthod Of intervi,w was ne(du] to acquire in

form-tion aibolt th, is Vl met-hod of DOp,!rlation Of the len.,nding ins

titutions it the br-cih 1i e -v].., the )obwls a'signd to a special 

, ,team of resea--rch ' i01:ll( Oif on, Specialit:, Regional Supervisors,' 

and experienced ,esearch Officrs 

The ques,;tionniire de;,ilid for the !,turvey wasr a short one high-lighting 

thu very vital point:, of the modei.s ,tesined for each lending 

institutionr. Th' qu,;ioiin. iri. cen~i- t ,d of Iwo parts; one to study 

the genc ril ,d1 common oh 1iric ti '; a ol)le al. model.; ;andin to 

the other to study tle ,;pe.-cial charactristics,; applicable to a parti

cular nKdel 
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Twenty one (21) segments were selected out of total 62 segments in
 

operation on the basis of proportionate tandom sampling. Samples
 

selected from each lending institution was proportionate to the total 

number of branchus of tho institutions in operation. Thus 33% of 

branches of all modals were surveyed. Th, survey was aimed at only 

those officers who are directly concerned with the lending opera

tios. 

C. Specific Factors Utilized in the Rating of Model Implamentation. 

In order to assess tho ,xtent of implementation of the models, some 

criterio were tAkcn into account which we have assumed to ba the 

key faiture of all mduis in general. In the following pages we 

have discussed these fictors in detail. 

Thu factors arc : 

1. Lendin, officials knowledge aboui the models 

2. Knowled e of model characteristics 

3. Types of Loan Security
 

4f. Selection of Borrowers and Loan Disbursement Procedure
 

5. Loan Sanctioninv:,. Authority 

6. Modes of o im Disbu's.. 

7. Modes of lin Ruc( w-vry 

8. Technicil :;up,:visn.,, 

9. Hobiliz.tion nf Vvings 

10, Special Chu'ict, As'.t c of individual odels 

1. Londing, Ot iici ]:' Y<io i e out t1,- Mode ls 

Lending offi'.ial ; ware askd io nrm,: their rspective models 

W.e. 	 Vi liagp Agnt, Ni; i Khikho etc ., ,dr'signdfor their inn

corretitutioii. 1'4,, out: of ti10 21 off ic,.r; lutiotd the namn; 

ctly, on,' gave " corr'ct id,, Aii Ltio r-,mlini, 10 s.A th.r 

quoted inc'ort'c ti:ly or c(),ll not :;.:iy ,*iytrhing ri.J,arding the m olwde 
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Thus, almost 50% of the officers do not know the name of the 

model which is they are supposed to inplcnont. ('.,ble XVI-1) 

Regarding institutions, none out of five officers interviewed
 

of BSBL and 1RDP could tell that they are working with the
 

model "Cooperatives for landless, share croppers and women". 

On the other hand all the Sonali, Rupoli and Pubali bank
 

officers inteiviewed told the model name correctly. Only one
 

BKB officer out of 4&interviewed could tell the model name
 

correctly ( See table XVI-l). 

2. Lending Officials' Knowledge about their Model Characteristics' 

The Lending Officers were asked "what are the special character

istics of the model which isbaing implemented by your institu

tion". As a reply to this question, only 4 officePrs out of 21
 

gave correct statement about the respective model characteris

tics96 gave a corroct idoa, though the answer was not precise; 

the remaining llgave wrong ideas or no idea at all (Table XVI-2). 

In this respect again, none of the BSBL and IRDP officers could 

give a correct statement about their model characteristics. Q* 

the other hand, all the Rupali and ipabli Bank officers ,gave 

correct and precise statement on their model characteristics.
 

3. Typos of loan Security:
 

Table XVI-3 ohowsetho typos of security taken by the lending 

institutions for sanctioning RrEP loans. The lending ins titu

tions are classified according to the grades obtained by them 

based on a comparison with the security requirements in the model 

design in accordance with the project paper . Regarding security, 
a significant divergence is olfsirvod hore for most of MSDL 

branches. In fact 100% of a mo~artgage deeds of land or 

other valuables as security though the model requires only mem

bership In thu co-operatives created for RFEP since the meibers 

hava soma share In co-operatives which it self Is a form of security. 



IRDP which is implementing a similar model requires that the
 

loanee should be a member ofthe co-operatives, and 100% of res

pondents from IRDP are following the model in this regard.
 

Types of security taken by the Pubali ald Sonali banks are in
 

accordance with the model design.
 

4. Selection of Loanees and Loan Disbursement Procedures:
 

Table XVI-4 shon the typology of loan disbursement procedures
 

applied by the lending institutions. All the Krishi, Pubali
 

and Rupali Branches followed the process of surveying the village,
 

sdpplemented by spot enquiries.
 

Sonali Branches followed the process of spot enquiry, but it is
 

to be confirmed by local leaders. Sonali bank requires that the
 

loan be approved by the "Village Advisory Committee" which is
 

composed of influential local people (micro-political group)
 

even though it is not a part of the model design that there shall
 

be such a committee of village leaders and elders to select
 

loanees ard approve loans. There is a pitfall in the Sonali 

model in this respect. Itwas expected that participation of 

village loaders and olders in the process of loan operation will 

ensure smooth functioning of the model, but it has proved to
 

be an impediment in this regard.
 

Reliance on local loaders for selection of loanees has made the
 

process faulty and wich longer. It is observed that -the village
 

leader often discriminates against thoso who are not socially
 

or factionally loyal to him. This process 1uL?3 hampered the 

indopend.nt decision making of the Krishi Shr.:ha In-Charge re

garding seloction of loanees. 

It was stated in the project paper that loan**$ will be selected 

by the K.S. Incharge based on his personal knowledge and contact 

of the borrowers. But this study notes a divergence from this 

process. It was Onvisaged in the Project Paper that the Krishi 

Shakha In-charge will be assisted by a "five-man villagn volunter 

group" In his work!* The pr'esaht operational procedures relies 
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on a "Village Advisory Committee" for loan disbursement, selec

tion of target group, as well as security. In all the Sonali
 

branches surveyed, the Krishi Shakha In-Charges have stated that
 

the Village Advisory Committee select the loanee and that they
 

have no say in the selection procedure. BSBL and IRDP model requires
 

that selection should be through Cooperatives and that its member

ship be the only basis of eligibility. But one BSBL segment is
 

working against the model which justifies eligibility of loanees
 

by what he called "Credit Worthiness" meaning financial solvency of
 

the applicant. Uttara is following the procedure of Group Lending
 

according to the model design.
 

Janata Bank selects the loanees inaccordance with the prepared
 

list of prospective borrowers by means of a socio-economic survey
 

of the villages. But 100% of Janata Officers have said that the list
 

of selected applicants is sent to the Bank's Head Office in Dacca
 

for final approval which isagainst the model design, obviously
 

time consuming and hampers timely disbursement.
 

5. Loan Sanctioning Authority:
 

As per model design, the branch manager is the loan sanctioning
 

authority for Asrani, Rupali, Janata and Uttara; the executive
 

committee of Co-operatives in cait of IRDP and BSBLr Krishi Shakha
 

In-Charge for Sonalit Investigation Officer and Managers for 

Kriehi. Hero in practice we see a deviation from the design in 

case of Janata, Uttara and Sonali. In Janata Model 100% of the 

branches surveyed mentioned that the loan is finally sanctioned 

by the Head Office and inone case of Uttara, out of 2 surveyed, 

decision is taken by the Accouftant of the Branch (Table XVI-5). 

In case of Sonali Bank the decision is iupposod to be taken by the 

Krishi Shakha In-Charge upto a limit of Tk. 90 per loan.. 

But inpractice the Manager of the parent branch takes all the 

loan sanctioning uacision, irrespective of loan amount. Thus all 

1Project Paper, Annex B.. Page 2.
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of the lending officials surveyed said that the In-charge has no
 

loan sanctioning power.
 

According to Pubali and Krishi Model, the Loan Officer and Inves

tigation Officer are the respective authority and in practice
 

they are performing this function. In Krishi the maximum loan
 

did not exceed TK.3000/-. So the 1.0. has sanctioned all the loans.
 

In BSBL & IRDP model, the Loan Committee of the cooporative is
 

the sanctioning authority which is supposed to be elected by
 

general members. There is a slight divergence in the implemon

tation of this model. In case of IRDP, the loan sub-committee
 

of the T.C.C.A. takes the decision of loan sanctioning which
 

consists of indirectly elected members i.e. not elected by the
 

general members of the primary co-operatives of KSS but elected
 

by Board of Diroctors. In case of BSBL the Executive Committee
 

of the co-operatives which is the loan sanctioning authority Is
 

selected by the Board of Directors of which the Directors are
 

elected by general members. In both cases we observed a gross 

maltanctioning resulting in a vicious circle with the co-opera

tives and Board of Directors reinforcing each other to remain
 

in position. and have an upporhand in the selection of bortowers 

6. Modus of Loan Disbursemont i 

It Is observed here that Sonali Bank is supposed to disburse 

loan in kind normally. But in practice it disbursed only 3% of 

all loans in kind ( Table XVI-6). 

The model proposod disbursement mostly in kind to assure proper 

use and to minimize cash needs at the Shakha. But as of now a 

very insignificant amount has boon disbursed in kind. Horeover, 

none of the Sonali branches provide any storage or marketing 

facilities no requirod In the project paper. 

Agrani Janata$ Rupali and Uttara are supposed to disburse both 

cash and kind loans, Janata Bank has provided all the loans In 
kind while Uttar* Bank has disbursed 22t of its loaned amnount In 
kind. The proportion for Rupali and Agrani Is 10% and 7%roapooti'ioly. 

L~Project Paper Annex B.4. B Page 3 of 4. 
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IRDPBSBL, Krishi, and Pubali models are required to pay only
 

cash loan which they are following more or less.BSBL and IRDP
 

have loaned out all the amount in cash, waile Krishi and Pubali
 

have disbursed 0.16 and 3% of total amount in kind.
 

7. Modes of Loan Recovery
 

Agrani's Service Centre model is supposed to receive repayment
 

both in cash and kind while Sonali's Krishi Shakha model is
 

supposed to recover all loans in kind. Recovery in kind was
 

not proposed for rest of the models, except that Pubali model
 

proposed that "Repayment in kind will be listed". 

So far none of the branches surveyed yet recovered any loan in
 

kind.
 

8. Technical Supervision: 1 

IRDP and BSBL model proposed no systematic technical supervision
 

aside from informal advice. The Uttara model also did not
 

propose any structual technical service- it proposed only fro

quent supervisory visits. On the other hand Rupall emphasized
 

"Intensive supervision" Krishi proposed "identification of cri

tical technical problems through the process of budgetting and
 

planning and advising in their solutionO Sonali relied on the
 
knowledge and acquintance of It's locally recruited KrIshi Sha
kha in-charge while Janata proposed appointment of one trained
 

person in each outlet to provide technical assistance. rubali
 

model strongly omphasizod technical service through the credit
 

officer who as an Ombudsman would help the loanees in obtaining 

services from other government agencies in this regard. The Agrani
 

modal proposod a 'medium level' of technical assistance("Low level-


Low coat" oupervit Son), 

Table XVI-8 shows the type of technical supervision actually 
provided by the officials of the outlets surveyed, Half of the 
Krishi Uttara, and IRDP branches, one-thirdof Agrani and hBEL 
provided no technical supervision.Twelve branches, two each 

1/Project Paper, Annox D.4 A to Annex B.4. H.
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from BSBL, Krishi, Pubali and Sonali and one each from A\rani,
 
IRDP, Janata aid Uttira provided oral advice only. Three bran
ches one each from Avr,ni, Janata and Rupali provided better 
and more effectivo technical service including treatment of 
livestock ( .r.ni), iasistance purchase of inputs at fair 
prices (Rupali), h,'loin- in purchase of livestock or other eco

nomically viable ;so ts (Janata) 

9. Mobilization cf S-vingn! 

Mobilization of snvihs by the lending institution was an impor
tant ,nspcctof tW r"iu 
 dsiqns, but very little effective
 
measures Ove Wa.n tWkun to mobilize s ,vinr.s. It is a major
 
weakness of m-,e] ipl-amentation in most of the instiuttions.
 

Table XVI-9 shnw thn types of measures taken by the lending ins
titutions in order to mobilize a ovingn. Nost of the lending 
officers r,plie1 thit they are trying to mobilizo savings by pei

suation. Som, have ope n sivings account alongi with the credit 

account of hWnr, owars -i a compulsory measure while some others 

deduct compulsorv ;mall saving-s from the borrowers.
 

Chapter VII in which the actual sti-tistics on A4obi1ization of 
savinp imonp th.e t-rqut group is discussed indicats that seve
ral of the lending institutions havu been succu.sv;fil. in increa
sing the lwav orf sivinrs unler RFEP (2on.-ci ni Pub:ili exceeded 
by a consid..o l im lit the uxpectdc potcnti:il for December 31, 

1979).
 

10. Assusmnt of Euch L:ndiWn Institution in Lipht of Implementation
of Spacial Charict-rinstics. 

1. Krish! : 

Krihi's sipca.,ia clhiraitristics in thit thu model proposed 
to fi.anr. i "Pul,i"7 t Lino f CrAit" For both production 

and nun-pr:rduction Ipur,),ses incilum, wdd jug, ostivals 
medical c,:.r I, maul the oMntira (:,sh rieo: of loine s. But, 
so far th o lr',,,v Nl w I,!ht: non of ,, IIcO.tof: IHo? interviewed 

hals prov d,,l I) ui Orl nT.ri- 'ldu,micV.4')llls Ie,.;( (: (,t for onu 
very 1r,.c nt ciso 1f.(),i:iinction for,a w.ddiji by Irislhi s 
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Tangai Branch)(Tabie XVI-II). 
 This reflects a basic mis
understanding of the model resulting in an inability to 
test the very vital element of the model i.u. feasibility
 
of provision of consumption credit. It may nlso reflect 
the current attitude of looking at credit From a "profit
loss" point of view rather thin credit "needs , as most of 
the respondents expressed a fear of loss associated with 
consumption credit. 

Krishi's porformanca in quantitative terqs is the highest 
among all the models (in terms of both numbar and amount 
of loan disbursed per branch and per worker), yet its per
formance in qualitativw term iQ discouraring. It is crucial 
to point out that one should not judFe the performance of 
lending institution by the volume of loans and number of 
loanees. Th very purpose of the Droject is testing of 
models and in this regard, the rishi Bank is not working

according to the most essential elments of the model 

design.
 

Krishi Bank was suptosed to open Union level sub-branches 
for operation of the RFEP but, no union level branch has 
yut been opend and the .'rcjuct is being operated from 
branches loca ted in the towns like 'T'anpvali, Manikpanj, 
Rangpur etc. whereas the mn],l areas arc located about 10 
miles away from th. 
branches which may be one of the 
reasons for a failure to implement the model in a pos tive 
way. All of the branches are situated in a urban area 
and the borrowers are mostly from urban or semi urban areas. 

2. Sonali : 

Sonali's Krib 
 Shakha model proposed dintursem, nt of all 
loans in kind while the proportion of kind loan disbursed 
by Sonali br.nches arn nealigibla,. It also propiosd repay
ment of loan in 
 kind and provis ion of warehousing fMA ii
ties to assit minrketing of output, but practically none of
 
these were done.
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3. Janata
 

The special characteristics of the . tata's Area Develop

ment Apnroach is the "maximum coverage" of target froup 

people in the model area. In this respect Jan:.tcs perfor

mance is not encouraeing, since half of the branches sue

veyed showed only 31% and 51% coverage of tarTet group 

people- the rest of the tare:et grou people has not been 

reached by the lending institut.ion. In respect to the 

distance of thevil!j{_,s from the branch and the surveying 

of the villag{es the model's performance is quite satisfac

tory ( Table XVI-13). 

4. Agrani 

Agrani's special, characteristic is the linkage of other 

agro-services with financing credit through the "Service 

Center". Out ofr l branches surveyed, service centres 

effectively exists )nl.y in one-third of the branches 

which has providel fertilizer to the loinees at govt. price 

and 	 the quantity .i no teworthy ('Ibl.. XVI-1 0) .Otherwise, 

Agrani has ben inoeffectivc in functioning as a service 

Center. It has provided only 7% of all loans is agri-input 

which is an in,;inificant amount. 

5. Pubali :
 

Though Pubali'v: performance in many respect is quite satisfac

tory, yet it's response to the special characteristics of 

the mo,!,A I; not .icceIt,ib I.e t.o the model deipn. Pu)a) .is 

functioning: well 1 ]i,r, wliritu ton ]) t zwtn i, -in,a l i i.(,. 

"'nbudsr;an'". No ;pec i,al servic(, i.- bein, rovidod by the 

lend ing of: iic cr's except for [r'e]r -,1Prvi s ion )f'the loans 
as a balnker of th pr( .. ] ol 

recovery, 1- IV :; I"[: Ite 

1/ 	 None oF 11we ]ondln, of fjees ie'evi ew,.d hi:; provided any
serv:ice or , s, t:llic, , iin term:; ')f ilqpipt) jpic' 'upp)or't, 
referral servic,; of' TCCA, Purti1 lf'Il th Ceentr' "tc, 
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6. Rupali
 

Rupali's response to special characteristics of the model
 
isquite satisfactory. It treats the Village Agent as a
 
bink staff; it has implemented the system of financial in
centives to the Village Agent and has introduced a "coupon"
 

,"rt.lizer asfxf distribution per model design. 

7. Uttara
 

Uttara's response to the special characteristics is fair , 

but the lending officers could not tell the rules and regu

lations regarding the composition of groups. One Uttara 
branch provided only cash loans while the model callF,for 
disbursement of both cash and kind loans. 

8. BSBL/IRDP:
 

The model "Co-operatives for Landless, share croppers and
 
Women" sponsored by IRDP and BSBL showed very poor perfor

mance in almost all respects. In model implementation also
 
the scores obtained by them are very low, but as for this
 
particular variable special characteristics of the model,
 

their performance issatisfactory (Table XVI-12).
 

D. Summary : Grading of the Lending Institutions with Respect to Model
 

Implementation
 

Methodology:
 

Inorder to summarize the findings it was decided to compute an over
all score darivd form each of the 10 characteristics or variables 
used to measure model Implementation. The porformonce of each model 
with respect to each characteristic was given a score of 10 or 20- The 
varl-iblon riv characteriatic were given the following weights. 
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Maximum scores
 
Variables obtainable (weight)
 

1. Stiatement on Model Name 	 20
 

2. Statement on Model Characteristics 	 20
 

3. Security of loan disbursement 	 10 

4. Selection of loanees and loan]
 

disbursement procedures 10
 

5. Loan sanctioning authority
 

6. Modes of loan disbursement (Cash/Kind 	 10
 

7. Modes of loan recovery (Eash/Kind) _
 

8. Technical Supervision 	 10
 

9. Mobilization of savinss 	 10 

10. 	Other characteristics (Special model
 

characteristics listed in Table XVI-10
 

to 17) 	 10 

Total 100 

The 	 scores are awarded to each lending institution on each of the 

variables depending on the percentage distribution obtained by the 

branches surveyed in each institution. 

An illustration will made the point clear. Krishi Bank eored 7.5 in 

variable number 2 (Jendini officers' statement on Model characteristics). 

Table XVI-2 shows that I Kris;hi branch (25%) gave correct statement 

on Model Chn ictristics, 1 (25%) gave correct idea and the other 

2 eith-r gavt wrng idea or no idea at all. Score 20 is awarded for 

correct statemei, and 10 for correct id-i but imprecise statement on 

this variFboe, . ror wrong idea or no idu-i score is zero. So Krishi 

branches is a whole :scr. s 20x.25+l0x.25 = 7.5 in the variable number 2 

as seen in Tabl., XVI - 01. 

Grade and Sc-)rc on ;uiccs:; fu. Model Impli mcntation 

The 	 lendlii iri is . t t , 1 1rv,, ) ,n gro~uped and based on the extentv 	 ranked 

of ! s; .l.i lt Ioc] t,, tii 	 and int , .,,. it: pr(ocedure,, concepts 

corl)or',!t in the mrd(11 !rb in fil.1 w,(.. Th,- de:gre of implementation 

Ias 	been g;roup A accui~ Ii n,, to the --xt,.nt t (divr,nc- from the models. 

In thu following paragr y the. fin.il rnking i.. presented, 
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In Table -XVI-O the lending institutions are classified into three 

broad categories i.e. A,B and C on the basis of scores obtained 

by them -is of Table XVI-01. Thus Rupali and Pubali fills in cate

gory A scorinF 88% -ind 74% respectively. Sonili, Utt-r-i, Janata and
 

Agrani comes under catevcry B scoring - range of 52% to 60% while, 

Krishi, IRDP, nd BSBL falls in category C, scoring 49%, 44% and 

31% respectively. 
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Table XVI -0 

RANKIN1 O' TH LY]IDIN IN:3TITTIO!.,J ACCORDING TO TH 
,DFIRfE OF Ir:uLlii.VT.TION OF TI!MIR 1'ESPI]CTIVE IDDEL S 

Grade Description of Londing
the Grade Institutions
 

A, Low Divorgonoc Rupali 88%
 

Pubali 74% 

B. Moderate Divergence Sonali 60%
 

Uttara 58% 

Janata 55% 

Agrani 52% 

C. Gross Divergence Krishi 49% 

IRDP 44% 

BSBL 31% 

Gradin, : A, Score : 70% or above 

B. 50-to 6W9%
 

C, Below 50%
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Tablo XVI - () 

SCO, E/O ;Jv1IiiiD 13Y LI;DImi 3IN,-siTUO1 TIpIoBh ARJ)IlG
INPL IrTTiTIOT1 OF H?3PECTIVE rDaS 

V a r i ab 1 o a Total 
DanLfk/ SooroInstitution 1 2 3 4 5 7 8 96 10 

-M.aximum Score obtainapble
20 20 10 5 5 5 5 10 10 10 100 

1. Krishi 9 6 5 5 5 5 2 5 3 49 111 
2. Sonali 20 5 10 5 2 6 7 5 I1- 1 60 
3. Janata 10 10 5 - - 5 5 8 7 5 55 11 
4. Arani 17 3 5 4 5 3 5 4 33 52 11 
5. ubali 20 15 10 5 4 5 5 0 15 5 74 


6@ Rupali 20 20 2 5 5 3 10 10
5 8 88 1 
7. Uttara 10 10 8 5 5 3 33 6 5 58 11 
3. IRDP 0 0 10 4 5 5 5 3 5 7 44 111 
9. B-3L 0 0 0 3 5 5 5 3 4 6 31 111 

Varia'blcs 

le Name of thc.odel. 
2. CharrctIristics of tho Modcl. 

3. 3curity tak(en ai] st loans. 

L Lio ,, urjfy proccdurcr: and noloction of loaneon. 

5. Loa,"n luitority.;;rowa 

C. l', r .i an r, c)v,,rin( cahlh/kincl). 
7, ofdsI _ ,n :lu~,mn (crush/kindi). 

8. T oc]hnicztd i z i:i n 

9. I1o)i1i,,-tioi o1 ."viii 5 

10. Otlhur chjl,'ict:ristic;( ,.p)ucial charactoristic of individuals modol in 
Table XVI-10 to 17) 
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Table XVI - I 

RSNETSKOFTE IDD D
 

uBank/ _ ... THEIR KI\O1!):',j' O.F -1LMODEL NAME 
Instituvion No. of orrootly Corroe Wronlly 

Outlets statod Idca stated No Idoa 

1 Krishi 4 1(2)50) - 2 1(50) 
2. Sonali

• 
2 2

(ioo) - - . 

3. Janata 2 1 - 1 -

4. 'Aran32 3 
(50) 
2 

(50) 

4 (67) (33) 
5. Pubali 2 2 

(100) - " 

6. Rupali I I(10)1 

7. Uttara 2 1 
(50) - -

8 RP2 
8. 	 IRDP - - 1 1 
* (5o) (5o) 

9. USB 	 3 -	 3 
___ ___ __---_--- (100) 

21 10 9 
(100) (47.62) (4476) (19.05) (28.57) 

Note a Piguros in tho paranthosos indioato poroontago distribution 

j/ amo of tho Nbdol oorro'otly stated 

3/ Name of thu modol was atatod usin. , diifcorant "word" 
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Tablo 'VI - 2 

RESPONDENTS' KNUZ)EOW1 HRM PC 

Eank/ 	 STATOZT ON 4D100M CH 1ACTRISTICS 
Institution 	 NO@ of Corroolly Corroot Wron,,ly NO

Outloto at.tod' _.dt_ta 2 tod.. Mon. 

1 Krishi 4 1 1 1 1 

2. Sonali 2 
(25) 

-

(25) 
1 

(25) 
-

(25) 
1 

(50) (o) 
3. Janat2 1 -

4. Agrani 3-
(50) 

-

(50) 
2 

5. Pubabi 2 1 
(33) 
1 -

(67) 
-

(5o) (50) 
6. Rupali 1 1 .. .. . 

(oo) 
7. Uttara 2 2(ioo,) - -

8. mPW 2
•(so) 1 

( o) , 
9, UM 3 1 2 

(33) (67) 

Toa 146 3 8
 
(!00) (19.05) (28.5?) (!4, .o)
 

j/ 	Charatoristios of onoh modol in spooifiod in tho proj1oot paporo Numbor 
at rjapondanto oorroctly stating the oharaotoriatiou of thoir modal in
ontorod undor this ooluns. 

./ Statomonto which aronot oxaotly theoamoan in tho projnot papor bt 
the idoa inmore or loan uimilinr inontared undur thin colun* 
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Tablo ;.'13
 

SEGUUITY OF LOAN DISIMi M'd BY ;1)L8
 

Bahk/ No, of 	 MIS OF S RTORADI 	 OF SIGURUTYZ 
Ineti- Out1vtt 9 3 4 5 1tution1 	 4 5 2 3 4 

1. Kriah 4 1 (2 1 	 

(25) 50) 	 (25) (5o) (25) (25) 
2. Sonali 2 - 2 - - - e -	 

(100) (100) 
-

3.JZ ta 2  1 - -	 1 - - 1
(50) (50) 	 (50) (50)

4. 	 Agrani 3 - V - 2 - 1 - 2 

33 (67) ( 33) (67) 
5. Pubali 2 - 2 - - - 2 

(ico) 	 (100) 


6. Rupali 1 - - 4 - 4 	 
(w0) (100) 

7* Uttara 2 1 1 - - - 'I (50) (50) (50) (50) 

8o IRDP 2 - - 2 - - 2 -  -
4I00) (100) 

9. BS 3 - - - 3 - - 3 
(00) 	 (00) 

Total 21 '2 "8 3 4 4 11 2 3 3
(1oo)(9o52)38j4o)(14.29(19.o5(19.o5(e.38) (9@52) (14.29) (23.81) 

a/ j~ o ouity Colon 
1 No Doourity toaJcn 
2. Suporivioiono orop 	lpothoontion with or without guantor an a moro 

form1ity,
 
39 Group ocourity/KBS

4s hvoomnjndAtionj from influontial looa. loattrsei a nooooary oondition* 
5. lIortzngo doads,
 

~/Oradinx or Soourity.L
 
I* In coorlahoo with tho tN'Io1
 
2s Bliaht divorgonoo,

3. Oroou divurgonoo,
4. Apinst 110dol douipn. 
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Tablo XV1-4
 

8ICTIOIi OF LOANE AND DI5 IDUfl8_HIT PROCMDURMB 

Dn/ 

tion 

No. of 
oustt-Ou otadF 

WCM)UNE TYPM 
2 3 4 5 1 

GRADING OF 
2 3 

PROCEDUR1M 
4

I.Krluhi 4 4 4 . _ 

2, Son1. 
(100) 

2 
(100) 

2 
(100) 

2 -

3. Janata 

4*Aran. 

5. Publi 

2 

3 

2 

2 
(67) 

2 
(100) 

(100) 

1 
(33) 

-

2 2 
(ioo)(ioo) 

(100) 

2 
(67) 

2 
(100) 

1 
(67) 

-

2 
(100) 

60 Rupan1 
*(100) 

7, Uttam 

1 

2 

1 

- 2 

I 
(100) 
2 -

* (00) (100) 
I1DP 

,
9. DSD 

2 

3 
(5o) 
- -

(5o) 
2 - I 

(5o) 
-

1 
(50)

2 1 

TO Ia2 1) - 2 1 4' a - :. --311(47-'6)2x14&29X23, 01)(9, 52)(4,76X66, 67)( 19, o5) ( 143929) 

1; Survoy and onquiry by londlni offloialn24 DUiry plus oonflrwt ion from local loadors 
3; Ooopormtivo flombor soloot loanoo4. Prolimin4r o2lootion list is nont to Hood/Ro lonal Offioo for approval5. Juatifiod by "Orodib wozthinouu't( Zt not bo poorli.0. muot havO a roliablo 

and otoady couroo of inoomo) 
oradirqt of Proooduro 
1, Aooordirnj to Modol dodan 
2* 8li3ht dvoraonoo 
3e Groosdivorganoo 
4. Acainut Ibdol Douicpi 
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Tablo XVI.
 

LOAN 8ANCTIONXJIG AUTHORITY BY IVDLS 

Bak o fK.3.Inohargo Eooutivo Huad 

IniNtu- o of Loan Ofr±ioor Cor.i:ttoo Aoooun- Offioe Right Wrong
Rog,
Outloto Invoctirration ofrativoCoopo- tanttion Orfioor Offioo 

1.Krioh 4 - 4 4 
(100) (100) 

2. Somli 2 2 ... .. 2 
(io) (100) 

3. Jnnata 2 .... 2 - 2 
(100) (100) 

4. Arani 3 3 - - - 3
(oo) (ioo) 

5. Pb. 2 - 2 - - - 2
(100) (oo) 

6, p,1i 1 1 - - - 

(100) 1 (1oo)
7. Uttam 2 1 - - (50) 1 1 

(5o) (5o)(50) 
69 IRDP 2 - 2 (122(.oo) " (ou,
9. 13s 3 - - 3 - - 3 

(100) (oo) 

Tot. 21 7 6 5 1 2 165 
(100) (33.3) (20.57) ( 23.81) (4.76)(9. 52) (76.19)(23.81) 

. 3. . .. .. 
 .. . .. . .. .. - " - _ _ = . 
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Table i'VI-6 

I10D'S 0' LOA>% DISBhL1,T 

13; i:k/ l . of 0ibO 1*)ll"<,J' ,I1 AIMMhD'T DIBUli 
In;ti tu--
tion 

Outl -tV CA-h Kind 3 t h Cash Kinl Total 

1. Krizifi 4 3 
((25) 

1 124706(lOO) -*2 1927706(00/) 

2. Sorzdi 2 - 2 
(100) 

,30035
097) 

11985 
(3) 

442620 
100)) 

3. Jan-,ta 2 - 2 - - 256220 256220 
(100) (ilo) (100) 

4. &:ri 3 -- 3 4890' 9 31"17( 5234'55 
(100) (93 (7) (10o) 

5. 1bt 2 1 
('5") 

1 
(50) 

625900 

(97) 
21000 

(3) 
7) 

6. 1u:,.ii - 1 82851 9620 92471 

7. Ut,,a 2 -

(1O) 
2 

(90) 
69672 

(10) 
19443 

(1OO) 
89115 

(100)(17.13) (22) (100) 

8. IJp 2 2 - - 1355500 - 135500 
(1oo) (leo) (1oo) 

9. ,35TL 3 3 - - 180948 1809, 8 
(10o) (100) (1o) 

Totl 21 9 2 10 3939291 355C,! 429435 
(i0) (91.72) (8.2,) (100) 

: : b,1 1r I , .. , ! ', J Nu,' ry 1980 

-_* I' ij:iblu 
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Tablo 'VI - 7 

7,1DES OF LOI U2OV.rY 

Ban!k/ 
Intitution 

ITO. 
Outlets Cajh 

o-y 

Kind 
' 

Both 

- A JIiT 
' 

Cash 

COVEiED. 

Kind Total 

1. Krirchi 4 4 -Ol742 -

+ TA 
2. Sonali 2 2 - 2115742 - -

3. J-rlat2 2 2 - - 66393 - -

4. i rrmni 3 3 - - 70652 

+ WA 
5. Pubali 2 2 - - 156700 - -

C. Rup)ali 1 1 - - 34091 - -

7. Utt 'ua 2 2 .. I _ 

8. I 1np 2 2 _ _ 59575 - -

9. 1S33L 3 3 - 494663 - -

Total 21 21 - 1758695 - -
"L - 1 , - - -4  **, S2 
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Tablo XVI - 8 

TECHNICAL SUP :VI3IOIIj PROVIDED ]3Y HDELS 

Bank/ 11r.of TYPE 0i1' , .CAL SUPERVISION 
In',tfiution Out1cts 0 1 2 

1. Krishi 4 2 2 
(50) (50) 

2. Sonzji 2 2 

(100) 
3. JLna ta 2  1 1 

(50) (50)
 
4. Agrani 3 1 1 1 

(33) (33) (33)
5. Pubali 2 - 2

(100) 

6. Rupali - - ioo) 
7. Uttara 2 1 1 

(50) (50)
 
8. IRDP 2 1 1 

(50) (50) 
9. DS3DTL 3 1 2 

(33) (67) 

Total 21 6 12 3 
(100) (28.57) 57.14) (14.29) 

- a.-----,. -, 


],, v-0. 1I t :c :Uip V i , YIj)rovid,.j 

1. OrJal "KtVic,; ,r, y 
2. Hull,,; p,.O l Ictimi at pricuri oft;t inpuL, fair truotmunt livontock, 

holp"; to lurlchIaJ uoImtnjically viablo Lonutn i. u livestock. 
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Table XVI  9 

I'Sbiu,, TAKLN TO DB31LIZE SVIi,,S 

Bank/ 
Institution 

No. of' 
Outlutoi 0 

:IASUiL , 
1 

TUJp 
2 3 4 

1. Krishi 

2. Sonali 

3. Janatita 

4. Afrrmni 

5- Pubali 

6. Rupali 

7. Uttara 
8, Imnp 

9. I73L 

4 

2 

2 

3 
2 

1 

2 
2 

3 
2 

-

-

-

1 

-

-

-
-

-

4 

1 

1 

1 

2 

-

1 
2 
2M 

1 

-

-

-

1 

I 

1 
.-

-

-

I 

-

-

-
-

2 

-

-

1 

-

-

_ 

ota. 21 
(i)o) 

1 
(4.76 

13 
(61.90) (14.29) ( 

3 
2'). 6) 

1. 

2. 

3, 

P,I'rauallion 

l)l:(iJ 

,)1]y 

;;']1 

of, 

;;,il: 

Account 

froml borrowers 

/4. Inci~it iv' i).y ii';hc(-r intcrv-it 1.ato 
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Tablo XVI-1O
 

ACCEPTABILITY 01' I- :ki)SL Ol; il' EASI;3 0 
TI1E SPECIAL CHiPdcT::HL;p1CS 01 rD)EL DESIGII 

AG ",";T DAITI 

1. T"177,. 01717T2 

:ty. .ifciv (33.33) (66.67) 

2. r' vinctio~u; 1 2tl, 
S.A,.ric,. ou?,tP, (33. 33) (66.67) 
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Tablo XVI - 11 

ACCEPTA31LITY OF T [l J,L,. Oll TH . BASIS 
OF THE SPICIAL CIAlACTERIl3TICS OF THE 
1,10DEL DESIGN 

KRIS11I BANK 
FOUR 	 OUTLETS 

CAlRACTMRISpIcS ACCEPTABLE 
 NOT ACCEPT! '3LE 
-, en.... 
 :
 

1. 	 TWhchr "loan is provided 4*
 
for llon-Producti,.,n purpor,.s 
 (100)
 

2& 	 Prcprjraticn of Farm Iudit 3 1 
(75) 	 (25)
 

3. 	 llcisetnc,, of Ulion level -	 4 
sub-brancho (100)
 

* 	 One branch of ]risi iank (Tanrail) ,disburncd one loan for ron-
Production purpo.o. But, it ia in sil;nificant comp rod to total
number of loan-, so it io not considJrd in this regard. 
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Tablo XVI -12 

ACCEPTABILITY O.1 PIlE IO;.:,_; OJTilT.; :', i OF THE 
SPECIAL CI-LfiA9TERi;;TIC,3 01' THE 1D., DcSIGN 

Characturistics. 
Accoptablo Acceptable Acccptable 

Not 
Accoptablo 

1. Ih-th, non-T:rgot 

Group I)oopK- arcu 
allol"cd Lo xrrowcr 
frotm thJ I-lEP in 
Principlo 

2 

(ioo) 
- 2 

(66. 67) 
1 

(33.33) 

2. aci, tcnmc, 
co rmittc-o 

of loan 2 
(ioo) 

- 3 
(ioo) 

3. Iiodc of loan 
disburmraunt 

2 
(100) 

- 3 
(i00) 

4. Election of 
Co mrit t o 

- 2 
(100) 

_ 3 
(100) 
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Tablo XVI - 13
 

ACCEPTABILITY OF' THE tfiD,2 ON BASIS O, jIS3
SPECUIAL CIL.iACTIMSTICS OF TIITZ £'DD -a DESIGN 

JAN,' TA BANK 
.- .4. -

TWO OUTLETS 

Chz'ract oristics Accoptable Not c-.ccpt'able 

1. 	 Distance 01' thu villa,';o 2from 	 thu bank (100) 

2. 	 Survoy o ' vill,;us 2 
(00)
 

3. 	 Ixtont of cvW;, of Tr,,ot 2
Group 3 %ald 55% 



(ioo) 
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Tablo 'VI-14 

ACCEPTABILITY OP T' M.l)EI OI! T:L: BS;;IS O.iIIE
SPV',CIAL C10. CTXT IICL OF ,D DESIGNr 

PUBALI BANK 
'IOOUTLETS 

Charactoria:tic 
 Accoptablc rot Acceptablo
 

1e Whothur rn- :i, nificnnt 2 
ancillry :urvicq provide 
 ( 100 )
by th 1 ,iw Offic r 

2. tILuthr TU Ut .i'u 2 
cuppliYd to 1,'nnLs 
 (100)
 

3. WNiuthiup I support iA 2,icp 

(givern to ovy cro-- in any 
 (100)

form 

4. Whath r tOn lrndin' officor 2 
hlps thW loon,; t lot 
 (100)

Octr;icuc of llCCA Taoral
 
Ile'1th C:tctr , .
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Tablo XVI-15 

ACCEPTAB3ILITY OF'Hh fD~, ON THIE" 1AIJOF 
TIL V3P:JCAL CHAULACIiJJ 2T1 CJ OF MCM,-7 DES3IGNI 

ONIE OUTLIMrS 

Ohcaractc1i:tics Acccptablu No t Accu;pt,,blo, 

1, W u 	 l, . a vi. - -c -,jit*- ~ -

it, ti Ki 2: 1 i (100) 

2, 	 Incuntiv- Lo v Iy ~u 
for tirilul:y cxv iy of 'loan (100) 

foilrti r it; implirnunt ad (ioo) 
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Tablo 1['I - 16 

AC(;EPT~liJILlY Of' 51i: ;I01XL Of! TH.,!'L.. OF, 

ISOIIAL 0],I.u/ 

Ch'In~dtti~L2 Accul"tl.bIu Not Lccpt Wlu 

1. 	 Di; : fkro n 2

2. 	 N~o. ol L* O.i 2
(ioo) 

.,,,ln3. 	 K.S. Irnc~ j' ictivitioc 2
 
oil C102 ' (100)
 

Inciw''o(100)
 

au tivw()1i ty 
 (000) 
6, Vinit:i fr.': mnr branoh 2 

100) 

7q 	 TfnrIu (T di riaii'r;,nt -2 

~'4.ct(j 'L~. i hcrr"o: r-
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Table XV]? - 17 

.CI.2PTABIL1TY OP I!L: IUDTi 07' T11 '~IM 0J''r' T112 

SPECTAL ~c OiluAT~P0' Il-' IDDM, D:3IG I 

WTA dA BILIK 

TWO101ITTL r. 

Chzrac t r.L;t icn Accopt&ablu :;ot : eckcptablc 

1. Omj oI Lih -2 

(1oo) 

2s InIi'ii]1.ni~2

3. Lrnrdhold, r';pr-,nt-it ion 2 
(loo) 

4* bd%&j (~ Kr.iiWr~ 11 
(50) (50) 
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PART - 6 

VIE"4S OF THE RFEP BY THE
 
TARGET CLIENTEL[ 



XVII. 	 WHAT ARE THE PROBLEMS AID f.l71iPITS OF 
RFEP AS SEEN I ITS TARGET CLIMPTELE? 

A. Introduction, 

Thoro are essontially two approaches to the evaluation of the RFEP 

as discussed in the MIT Report. Ono is operational and is more or 

loss moro.4pproaoh to find out the impoot that the proeram has on 

eoonomio conditions of the target oliontolo. The soond approach 

deals with tho targot clientele, not as a statistics but as a human 

boina and through in-depth case studius trios to find out what is 

the impact not only on his joonomio condition but also on his way 

of living: while, at the name time, olioits ou .,:ootions for ohantinG 
the oporation of tho RVEP. In tho 1.'otrst Pvaluction Robert a sooio

logical ourv y was mado which attempted to Cot such information 

throuth a furmal intorviowina prooeduro. Evon thin rosulted in the 

targot group oliontole in bocomina a statistics. 

In this section of tho report we will attompt to .bo more manistio 

and lot the oliontolo spook for himoolf llowovor 1 it should bo poin

tod out that casos meontionod wero not dovolopod with this particular 

conoopt in mind but.rathor wore by-produoto of field visits bp 

varioun spooialiats. Moro full-flodGod sooial anthropological studios 

are now in proaross. Pilot uooial-anthropotiol onao study reearch 

whioh 	was carried out in Pobruary and Maroht 1900 in throo areas at 

Dlinon in Dacca district under Arnani Dank, at Joydobpur in Daooa 

district unlor Uttara Dank and at Danoawar in fajohahi diatrict under 

Janata Dank has provid d mat of the data for the preparation of this 

chapter. Borne relevant field-data of a survey parried out b~y the Filid 

Crodit Spotaliat at Jonali (ffatoro-Raashchi) have also boon used. 

P~r the/cvaluaticn report more representative areas will be selected 
for a 	spocific anthropo2.cgioal oauostudy research. That idl provide 

more descriptive aW qulitative field-data for a fullor and clonre2' 
picture of the views of the borrowrs towards WIPe 
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.	 Borrowora Viows Toward lato of Interost 

1. 	 Annual Hato of'Interost ic3q on Crodit and 1 on 
Savings a linaon O i 'tf dintriot ul rb"Vooa 

Ag~rani. Bank Small Farmors' 'dl 61loCnr 


Narayan Das a Hindu Fishormcan, (Cs 1)1 thinks that 30F% intoroat
 

on orodit is too high but aoooptablo an tho local money lendore
 

oharqe 1C% intorost a month.
 

Radoh Sham Dan, a Hindu fishormant (CS 2)1, also thinks that 30
 

intorost was too high but ho was happy to Got itas ho noodod it 
ard also oould not got a btmk loan. Ho known that looal money
londorn charge 10% intoroat a monthl that istoo muoh and.oomparod 

with that, 30% intoroet on the projoot loan isquite Good. All tho 
bormworn intorviewod said that intorost on ravings (14) was all 

riGht, booauso itwas mor. than tho rate ourrontly offorod by banks. 

2. 	 A.al Rato of Inturoot in 30, on Crodit and 1 on 
Savingsat loydo inWlO distriot Undor tho 

Utaraan Villanoe na Mo~ndo1 

Ohan Mohan Mondal9 is a rico huakor. go said ho hrd no objootion
 

to 30% intorosat rato. Ho wan vOry glad to got tho projOOt loan
 

(08 ). 
Horn Chandra Mondall is a farm In hio opinion, 30% rato of int r.
 

oat 	is all right sinco ohargo by looal monoy londors aro
 

too 	high at varj from 3C%to 1 pOr month (CS 6). 

Shirajur Rhman, a farmort anid thnt ho did not mind 30% intorot
 

rato. Ho did not got a loan beforo and w a rladl to got it (0S 7).
 

IRizanr Rahman, a farmor, thouCht that 305 intorost rato was quito 
high bt ho did not mind it."Tho fl'nk has dono woll -ivinC us a 

loan" ho said (0s 0). 

Tho oass study data from Joydlobpur outlet agat that 30% annual 
rato of intoroat was acooptablo to nlmout all peoplo. Only a ama4 
paroontoo oaid thw had ,omo oojce.tion, to thatwhioh adoma mnn 
thoy too fiml this loan quito noooptablo at 30% rato of intereos 

!++&&r a/A fullor roport on tho individual came studio. roforrod to ybo obtainod on 2ctsto 

+oi++!+o + .+ + (+ 	 -,
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3. The Annual Rate of Interest Is 2,% On Credit
 anc on n oavrs 

Janata Dlank Area Development Modol:
 

It appears from tho case-study data g;iven below that 6 out of 7 
borrowers considered 	 24% rate of interot to be all right and
 

no
 
aoceptablo they had/objection for suoh a rato of intorost. Only 
one borrower said that 24% intorost rato was too high. flost poo
plo were happy to get a Tban; 24% interot rate was not a problom,.
 

Sattor Phramanik , is a farmer and tomtom (horse cart) businessman 
(his brother drives it for the whole family). He thought that the 
project loan and the rate of interoot (24%) thereon were all rir'it 

(08 9). 

Isagq Paramnik is a farmer, He thinks that 2,% interest rate is
 
high but acceptable (CS 10).
 

.Enmul Hug is a landless labouror and said " I have no objeoticn
 
to 24% interest rate because I have obtained a loan". (CS 11).
 

It seems that mnst of those people aro just happy to got & loan; 

to thom 24% interest 	rate is no problem.
 

Sukur is a butohor. He is of the opinion that 24% interest rate 

was all right if he tots a loan for which he bha a need. In fact 

he was rofusod to got a loan for his busiross and as ouch he is 
not happy with RPEP Program (CS 12). 

Abdul quado' is a youna farmor and paaed the Highor Secondary 

Exanination. Ho livos in his fathor ts 4oint family, In his~opin

ion, tho V4% interat %uto ishi(,h but noooptablo (CS 13).
 

Mohamtmd Tobarak Molla is a landless labouror. Ho took loan for. 
two bulls and a ooart. Heaaid "I do not mind 2/% interest rate", 

(as 14). 

Idria Ali in a farmer, Ho thinks that tlio rato of interest is too. 
hiCh, Why ? Because Lho Bank oharaos loon intoroot on othor loann. 
But ho agrood that itwan bettor tht-n theo loan from lcal money 
2.omlorn who chargod up to 13 intorost a month, (CS 15). 

229
 



4. Jooli under IRDP - Interest Rates : 18,24 an 3O)G 

All borrowers at Jongli (Natoro-Rajahahi) under IRDP Project said
 

that they had no objections to 18, (for crop), 241 (for livestock)
 

and 3C% (for non-farm activities) rates of intorcst.
 

CO 	 Parpose of Loan 

All borrowors at Daligaon under AgTani Dank modal and at Joydobpur 
under Uttara Bank model received loans for their purposes, But at 
Ilanoswa under Janata Bank model about 43% borrowers wore in faot 

refused loans for the pmrposo they requested, Instead they wore 
given loans for something aloe. They are very unhappy with the 

situation.
 

In total, over 85% of the loans at three outlets under three models 

of Agrani, Uttara =nd Janata Bank have gone to crop and other agri

culture (milch cow and fishing) and only 15% to non-farm activities
 

(rice-huskin, and ox-oart). Undor Agrani Dfank and Janata Bank 50% 

loans went for crops and 50% for fishing (other agrioulturo); under 

Uttara Bark 75% loans wont to crops and 25% to non,-farm aotivitios, 
while under Janata Bank about 41% loans wont for orops9 about 41% 
loans wore Given to other agriculture (miloh cows) and about 1C 
loans wont to non-fiarm aotivitios# In Jongli (Natoro) under IRD? 
40 loan wont to crop and 54% to non-farm aotivitios. 

D. 	 Size of loan 

Under Agmrani Dank, the avorqao size of the loan was Tk. 1100/-. 
N€o borrowors out of four roooived loss than they asked for. Lator 
tho Broanh anageor confirmed and oxplained that Tk,. 2tOOo/- was 
tho hi'host coiling, so he could not pay more ,than Tio 2,000/- in 
ono ease and in anothor oaso ho paid Ti. 700/- instead of Tko 1,OOO/
boeauao thoro wa not onouch socurity (as I and 3). 

Throe out of four of the borrowors undor AGrani flank oaid tha 
bi(Saor loana (upto Tkc. stooo/-) would be moro helpful, (CS 193 ON4) 
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Under Uttara 'Bank the avoraeo size of the loan was only Tk. 975/-. 
Throe borrowers out of a total of four rooived the amount of loan 
they applied for and one borrower resoivod Tk. 1000/- but applied 
for Tk. 1,500/- (CS C). It was later oxplainod that Tk. 1,000/
was the highost ooiling,put by the Hoad Offioe. Under Uttara Bank 

modol.at Joydobpur half of-the borrowers wanted bigor loans up 

to Tk. 3,ooo/- (Cs 5 and 6). 

At Ianoswar umlor Janata ank, avor:o size of the individual loan 

wao.about Tk. 4,000/- and it seemed to be adoquatu for oaoh borro
wor. Dut it seems to be too high oomparod to what has boon auLg;outod 

for in the RFAUP. 

Undor those models! the average size of the inlividual loans seems 

to bo about Tk, 2,000/-. 

The size of.loan under IRDP at Natoro varied from Tk. 500/.- to 

Tk. 1,000/.-

Et Distanoo Borrowers Have To Travel From Homo To Bank i 

Both A6,rani Dank branoh at Bali~aon and Janata Bank branoh at DBanos
war are olos to the projoct outlets and people do not have to travel 

long at all. 

The Uttara Ban branoh at.Joydobpur is quite far, about 0 miles cmoh 
way from the projoot area* This is certainly quito at a distanoo, 
but fiold-dcata show that the loan officer deo a gront.doal of work 
on behalf of the branoh and for the borrowers, i.o., ho oolloote 
and takos appliotion to the fank branoh and also takos oash to tho 
borrowers who are sanotionod loans and oolloots savingn Sot people 
do not have to travel suoh a long distanoo and do not havo to go 

,
very often from their villago home to the fank nt JoydobUZ,@
 

The throe milos one wny distanoo at Natoro (Jonsli) under IRDP also 
was no problem since oommittoe offioiala do the work for momboras 
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, Timolinon of tho Loan 

On tho avorrogo it took about a month for caoh borrowor to. cot his 
loan aftor filling in his application form. Thin sooma to bo a ra
thor lonithy proooduro for a otnlo loan. 

Tho Uttara Dank at Joydebpur nooma to lu vo diobursod loans moro 
quickly. It took about a wook.on tho rvornao awl tho borrowor do 
not soor, to complain about its 

For tho Arani fank at Dnlicnunp it took from ono wock (08 2) to 
2 months ( CS 4) to /4ivo loans r 

Dut tho lontot timo was tvkina by tho Janata Dranch at Danonwar . 

whoro all tho applioationa had to bo ont to tho Daoca Heoad Offioo. 

It took, on tho nvorao abouta onth and a half for tho loanoon 

to Lot loann .ftor application, Thin of oourao was vory diooourn-. 

ing for tho loanooos (CS 9 to 15), 

Dut rooontly tho Daooa Ijoad Offico hes tranofurod tho loans oanot

ioning authority from tho Road Orfico to looal branch and an suoh 
no moro ap.lioations will hnvo to bo sont to Hoal Offiooe Tho 
Danooewar Dranoh hoa oonfirmod it. 

Tho borrowora at Jowli (Natoro) undor IRDP roooivod loans four 

wooke to nix wooko aftor oub",ttinq applications. This dolay is 
duo to thu fact that all tho npPlioationa must bo oont to Daooa 
Hoed OffiO0 of tho IRDP anl munt bo ipnodiby offlooro at differ

ont lovola, Tho borrowaro oomplainod about this long dolay. 

Duaonof Lna vftolomt oid 

Hoot of tho loans diaburood by tho trani Dnk at Balitgon (Dacoa) 
woro givon for six montho. Thiia a dono, no oxplainod lator by 

tho Dranoh Nanar koupito in mind tho oxpiration dato of iho 

1P (Autot, 19o00)o 

All tho borrowor. said they would be ablu to repay the loan in 
six months. 
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Radesh Sham Dus (CS 2) is also -ifisherman. The loan has holpod 
him bocaus; with the loan h:1 r1p.irod his own not. wIithout this 
loan ho viould I,, vo to borrowv from thu Ioca,l money landors at a 
much hiehor rato 0'; s
........(I -amonth). Nor. hu ha s his owfl 
net and s th.; tort,l carnin; from his work. His fa2mily gots 
full-meals everyday %nd n rclothin..ar. Ho is b.tt.r.off 

bef ore. 

Kalachan Sheikh (CS 3) said that the loan has holpe-d him very much. 
He was poor anl SO could not Pct iny other loin. iUithout this loan 
ho could not cultivate ;vhoat. Hohmnmad Sid'iquc Shaikh (CS 4 ) 
said that th.' loan hs,, hulpud him to buy a smll boit to ferry pooplo
and this brim',s hi: d:i4:1 c h incomu. he h.d notIf roivud this 

loan hC "':oi hA'L,', had to ;'ork is a day labouror vhich is an unc2r
tain sob.
 

All borrom;vrs intcrvfcwcd at _il;urpar village at Joydobpjr( Dacca 
under th, lJttur' Bink Project) said that havethey bon bunfitca 
by the loan. 

*-'d'l, isChrtn Mohn' -. % rusidnt of Hilerpnr vill,,O (CS 5/. 11o 
said thor h; us, th0 loan for rico huskin, and now his family can 
got rmor food tih'n bel'ore. If h. had not 
(lot the loan h,. would h 
have to sul or' rort, {pe his 1;rd. " That could be disasterous", 

ho said.
 

Shirajur huhma isti arm,r ind 
rsides at 1jilorpar villapo (CS 7). 
He has usjl thu I n /°cultiv. tion. i sa.id loan has helped but 
could not glv, .iry uvidenc. hisexcept that ho could not cultivit 
]rtnd ,ithout this loan "b'c,,iuu,. Io from ]oc,-l 1'1oha jon5 (Money
io'nd,,s) vl 11 c,,r,;y10" int1rt a month,; th;at is too much", ho said. 

Aftur tho horvest, h,; ii, f'ull b,-nufit of thu loan. Also ieo 

CS 3 tnd r. 

Lo: thrin on u hal' of tih; bi) rrow',.r riat Ban,ir(riajshahi) Un oltr 
Jfata" :u., ,il .,,J thr:,u :ay So:;,lrv fon the hasthao; loan holpod 
them ( C'" 9,Y 13, 15. Thu restp moru ha1 ono half of 
the borrowers (57') , luid th,'at loqjnjht < b'hah r iven for the real 
neod they had, the loan would h:ve cortainly holped them. 
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Narayan D taln'ihnn Sheikh and Mohnmmad Siddiquo Sheikh at Bali-Kal, 

gaon said they ncjd lrg-,r loons and ro pyrnnt shouldth period 
bu extended from six moiths to on. ,ind .ah'lf yv.ris (CS 1, 3 rnd 4). 

The 	 lur n oarfficor tho Uttrir. ONk outlet it Joyd.bpur siid it was 
difficult to ,nEroup sinceform people simply do not minit to take 
responsibility for nrid ofon bha].f other borronurs of the group. 

At Joydabpur (Driccor) und-r Uttert Brink, Chun Ldohn Micndil wias given 
a loan for rice-huskin, nd :n s told to ruppy TK. 40/- -ook.ri Hem 
Chandra 1KendI ib,ri2,: ven a loin in kind ( f.rtilizer) and wns told 
to repny loin in four instlLhwntu,. Both of thMm said it ans diffi
*Ullt to pa'y by inst-lmunts, thy preprirud piy theto ill loan at 
the end of thn purioi ( CS 5 :in! ), 

Howuvar, all the borro.irs srid they wo':old r.poy on time. 

Ovr 70§ lo .nndi obu d by th. JKntr Link at Banrswir ( Rjshahi) 
were duo to b. p':id by inst-ilmn.nta, of thom 60% borrowers theysnid 
found it diff1 cult to p'qy by inst'ilmunt for v-riiuv ruscns(Ox-cnrt) 
business w.s not vsod, co, Pivas 1S:; milk stc.' (OS 11, 12 rnd 14). 

All thu orro'wrs '-,int od to ,xtund thn dusritiern of loam period (from 
thu presont onu ;/e r p.riod to or., rnd ri hlf ,yeu.ro or t'o years). 
All borro'mrs s. m ,iilin' to mNkiu full reu-iynmmt.
 

IRDP loins for th, projact 'it Jonpli (Store) 
 wore given mostly for 
six months. Borrowjrs hd no compliinto about it. 

H. 	 Was the Loin HQIpful ? 

Thu fiuld-doti indinto thit all borrowers interviewed at BJnligaon 
under thu A/r-ni :k hivu bunfited from the RFEP loan.
 

Naraytin Dfl, (CS 1) In 'ishrrm-irn. , i d th, 
 loin h;,s hulped. Ho 
ataled t 1 ' , without th l:oin notbn, coul d hva bought his own 
fishing nt, /Without,hi o,,n fidi hin nut }hu mould hivu to sharu 
fishinp wi oto s',i %Dldmunn nci 	or':hlir ', lun in Imu, ho would huivo 
to 	work is a labourur. 
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Ishaq Ali, a farmcr is one 
of a group of 10 loanows who jointly 
took a lonn of: TK. 24,000/- for farming, on a bin plot of 
col1ee 
land. Ishiq Ali said 
thy wished to ciltiv'O. vS-4 or sugcr-canc
 
but the loan officr told thm to 
plnt bn.;n'.this Ho: ;=crrd vory 
unhappy. 
Hu, soid hc did 
not know how/crop could 
brinc, profit.
 

Enamul Hu, is 
' l:ndllsolubor'r, HO "nted 
 to usC loin for a 
business "That would 
brinq rail bonfit", h,, nid. But hc ws
 
refused inatud hu w-s iven loin in kind /for one :rilch-cow. 
 Ho
 
has no money evan 
to buy foddur. lie could not miko nay ropnymonta. 
"Tho milch-cov c'nnot 6 1 p rwe," ' h, o;iid. 

Sukur in n butchur. 
 .n '.nted loin for' his butchtr businans or for 
any other buuno, iniut . h< was ,ivon loan in kin] of 4 clvOS 
for beef if'ateninp. H 
finds it difficull 
 to buy fodd,;r for them. 
For him the halp from l .n :rn,; very rmoMt.
 

Tob-rak is a 
 landWE= II buur:'r. HO W'antnd . loin 1or ox-curt, OI
 
also wnntd to choonj nd6 buy two nom/bul Is and ox-cart himself
 
but he 
was not 'l .o.,,dy R:,,uit--dth: 
lo'n officer bou;,ht them for
 
him. Thouph Tob'r.'k ",'n prm.nnt V 
 could not but 
 McOLy 'ht wMO 
boug,
ht for him. i,,corplanind thaL onu 
cow ''i'n rmurwh, t rood and
 
thu other win tot'I ly bid. 
 So ho could not u thum everyday, and 
tho businsw 'wis poor. 
 HI,cannot o'arn anouth to m'ak, inst'illmont 
p: yuno. 

Thu fijd-d:ata of a nurvQy c'rriud out hy th Fi. ld-Crudit Spuain
list at J'nyi (N toru;-Sij,'hi) show 
 that on; hundred porcent
borrowirnaavid t}la't th lo'in his hulpod th-m, and thurJ was 100%
 
roali',ion of the f'irst lo'n on riqht timo. 
 Thiso loans woro
 
mostly [or 4 
- 6 monthN duration. 

Thu project out-lut "t Ariol Bilign:'on undur the Aptrani Bank modol 
did 
not hqv., 'iny navinn up to January, 1980. Uhon nskud why, the 
loan off'icr wxpla ind th 't thtipur)pl,;wPr, vjry poor and no, could 
not rnak ny navinp n. But , ii,did no, nuum to be tho ri jht nnjwar; 
purhap" ho did not put ,nriup'h work in th, nrun:C
to mo fYito the bor
rowurn to Mak naVipn.
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At Joydobpur undr Uttirl Bank Modal. 
 The vavr'eo size of the
 
savings 
 of uvury t-;rget proup family wn 'Th.47/- in 10 months, 
thot is, "ibout '.54 month. To LUtt::r :ink collucted sa~vings 
from only tho tUrd.t qroup fi:mli.n;. Of th. tot.:l 1onues nbout 

B0% mid1u w;v ito' 

Thu -v-rn'u S':vin S of U. 4/- i month rnidu by in individunl
 

fWmily ao=. 
too mli for ,.ny wo:nomic "otivition 

Thu fipu-ros
 

or capita], for

mation for thV. pcvpl. in thn 'irq.i 

Thu Junn.t:n hnci.t 'nu.r,'r Polluctod w"vinvs from both thu target 
nnd non-tr,,t prup "m'ilin, ind th, officar did not kip any 
record to ho"., th . t'ipur.; of Bivin'v, ooparat,-ly. 

show tht, on thn -vr-u, wch ,vvinp s ( fr.m bot! tq'rut rind 
non-t°irgt ) w-,;"w
TK.20/- [por f"nmily pkr month.
 

Indoud onu hundr.., prc.nt tKrut proup f'mili 
s in the coopurntivo 
society (not in th-,',hol,, PjuCto viliq'4,/,ir:.,) m.d s'vin, under
 
IRDP. Thu 'wvr';i;; ouof sivin': undcr IRDP ,t Jonfji in Rajahnhi 

wa.s Tk. 32/- pur fp'miiy por month.
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PART ..H
 

RECOMMENDATION
 



XVIII. RE0O12MDATIONS
 

ke flostrupturin *Outlata
 

1. 	 Tho arona of all londin' institutions with tho pouciblo ozoop
tion of Kriolti, should bo oxp.ndoa so that tho avorago numbor 
of tareot group 'por outlot approohoe th.t of Krishi. Thin will 
moan tho total (tariot plus nonm-tarpot) numbor of houoolld 
ahould vorap about 1400 hougoholdo por outlot. 

2. 	 Unloss XMDP awl DSDL oxtond thoir lunin3 aotivitios to tho 
an~tio trrgot population an:l mot thu lovol a Illod for in 
rooomm-ndation (t-i) thon conoiduortion should bo givon to drop
irn: thooo londin, inotitutions for tho oxporimont. 

3. In ordur to obtc.in a, mro officiont tontin., of intorost zrato 

of difforont luvols, tho numbor of teraot houaoholda involvod 
at oaoh lovol of intoront rmto should bo oqualizod.
 

4. 	 It' W londinC inotitution han lose than fivo outloto it ohould 
hot bo pormittodto havo taro than ono modul at tho namo intorout 

rato.
 

D 	 Crodit Norma RovinIon 

1. 	 At. mautw, bo found undor tho expurimont to onabla lonwor ro.. 
ptvrient poriods whon th eoarning to be roalizod from tho loani 

can matorili.o in tho short poriod prontly allowed in tho 
ProJoct. 

2. 	 tlthough tho Lvox'atje oiso of loan in loaot than roceivod bdforo 
RfP,~ apparently thoro aru mainy oamO in which the loan nite 
in too smaill for tho purpoie for which tho loan is boine emdo. 

3s Inview of the source of jrn cash inoomo on the part of tho 
taraot crroup membora the prossur6 to obtain qyop wAn4ohrar 
cultural typos of loan. should be roducod 61,,ooially tho-lattar. 4 

7The diotributlon of loan. by purposolIma jivcn outlot hol
 
oome olonor to tho niorsnn3 soroo of pea. cash Incoma of tho.,
 

4 a gmu in ao outlo 
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4. Oaro should bo oxoroisod on the part of branch m=,aor and tho 
loan offioorl particularly in thoaco module which involvo londing 

in kind, that tho borrowor not bo forood to uou a loan for tho 

purpono hc. i not oquippod to hendlo or is not duoiroous of 

havinC, 

C. aSvin:s 

1, 	 low that it has boon damonstratod that tho tareot aroup can osavo 

tho londinw inntitutiono should cooo up with ores innovativo oug-

Coutiona for inorcasinU tho savinv, amone the tar.ct LroupO which 

thoy con introduco,. 

2. 	 ThQ spc'oirl ovinn ourvoy damostratos thu importanoo of habit 
in eavin.g. Thus tho avorajo nizo aavings account unlor MW of 

provioun cavrs was twico tho oizo of first timo cavorn. Tho ion
dirw institutions should dovolop wothodu of conurztinr; tho navinja 

habit undor tho RDEP proras, 

3. Tho lonliw; institutiono should be moro vigoroun with roapoot.to 
introduoin,% tho M savinra pro,,rams to tho ron-tar,iot Groap. 

4. 	 Tho Ifin) DDSx aanvin:;o pro6rasno should not bv oonaidored an 

part of tho 11FVP oxporitont cinoo thoy nro only vaxyina 4&5 and 

6*3Yintez'onto 

D * Fnanoial ViabilitZ 

Is Inoroano the volum. of lons boini maso pur outlot by i 

at InoroasiNnio of outlut (Roomonation I.-I) 

bo Dnurinj-, thut tho staff auuiagnod to JlPZ isnot to carry out 

llon..iUR oporationn. Sooauno tho numbor of loans aiuto in an 
outlut is a diroct function of tho poroontajo of time spont on 
rtnr oupooialy by lendine offioor., 

cS Inorcauc the lovol of flIZP traininas, 

2'Ec l1MUIL inatitution ohould rovlay tho ovoiduo Acount in ouch 
It.OUtlet Wn roport on actions which iltl be talcon to roduoo tho lav.2. 

+ +
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3. Bmoh Jondin- inctitution should set up a rocurvo for bad dobts 
basod. 

4. Drop. 12% intarost rto londinrk and roplcoo thon With 30% 
and 3(%rto outlcta, Twolvo poroont loan outloto onnot bo 
viabloo 

, Improvomont in oporation of1 Model 

1. Trainn 

a. Consultant should oomplito tho preparation of trainilk manual 
as soon ca possiblo, 

be f lfoot of tho two day rqional workshops should be assesosod 
upon thoir oomplotion by tho Field Rocoaroh Staff in its noxt 
waviaomont survoy, 

o, onuultsntis training offioor should dovolop toLothor with 
Trainina Inotitution of o0oh londlinC Institution an appro
priato ourrioulum anl sohodulo oovorin tho noxt. 12 months 
with rospoot to FIhI' for that londina institution.
 

do The Consultant'n 'aluation 
 and Trainin- 3pooialiate should 
dovolop a oourso on Evaluation with approprinto modifications 
so that tho spooial ohraotoriatio of eash modol mitht be 
oovorod in tho londing institution'a own ovaluntions 

o, Onoo tho oourno oontonto hav boon acooptod, tho Evaluation 
oouro chould be I 4vonto tho valuation Offioorc of each of 
tho lonGin inutitutions 

fe Tho Oonmrultunt la trainint; officor togothox' with Proaoot MfI. 
of each londina inatitution should dovolop a car oystom of

havina my now appointoo tranuaror into the 3111' pzrci'am 
bu given trainirC approprigato to tho oroditt modal boforo 
Univ up his dutico. 

as Agpooinl Traininr, Ovonion for RcaionalOficvmuohculd be 
oarriod out in Dnoom,++.+++++ !++i 

+ 
+ I+ 

. pm+ o 
+
'Sm;o'

+++++ 
. . 

... 

+m +++ * +++ ++++++ 2+++++++++++ + ... ..+++++++m++++ /++ o 
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a. Tho Oooonl manaomont roport ahould bo diotributod by tho 
DaMalouoh Bank to oaoh londinC: inotitution wiith ouffiolont 
oopioo for oaoh outlot. Tho Banaladosh Blank hould proparo 
a dirootivo which would roquiro tho branoh m=n."or of oaoh 
outlot to ooimont on tho fin4inau with roupoot to hin branch 
and what oorrootivo aotion ho roooiondu or ho io takinge 
In turn, at tho hoa offioo tho projoot offiocr ahould 
indioato what oorrootivo aotiona are boin: tWkon by tho 
londing inatitution in rolation to the roportt 

b. - .dtuotivitzTho projooct offioor of coh lorndin inatitution,
toczothor with a loan dioburnomnt offioial of tho institution 
should roviow tho p .rforonoo of onoh outlot and thon mako a 
fiold vinit to oaoh outlot to dotorminu what tho oonotrainto 
aro with rospoot to inoronoinj tho numboer of loan boint; 
dioburoodpor month in oech branch. oooaontiona hould bo 
rado to tho %.naginr Dirootor of oaoh londin,: institution 

ard to t;,o DlW.dooh Dank an to tho aotiona whioh havo to beunlortakon to romovo tho oonetmints in ordor to inoroaoo 
prouotivity. Tho aaaom0ant should doal ith, but not bo 
littod, to ouch itonv anadqunto inoontivou, qvality of 
implwt3ntation toola, traininr4 noods, adoquato planning- oto. 

P. Modol Implowntation 

1i ach lolndi-, institution choul4 be sent a copy of the Oonaul.
tait In Survoy of lbdol Imploontation in 21 outlotau whiOh i
Ounurizod in thin Eluation Roport and shortly ill bo pub. 
lichod in full. 

2# Tho lwinnt institutions should ooimoant to tho Danelealogh
Bank n tho roport wA lzgioatc atops which ara boing takon 
to oorroot tho doficionoio 
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G. Target Grcun Definition 

I. If only the mnximuin gross ca;h income of ,Q00 takas were 
used, (,7 of the hruseholds with come farming activity would 
have falleni i.to thn target group. 

2. The further re:tricti on which ruquires thaxt the ta-rget house
hold not own more than 2.0 acrec of cultjvuted land reducec 
the perc entagec of turpet househ olds with :ome farming acti

vity to 54. 

3. Without th land restriction the totnl target group including 
landless households would increase f'u, 6( to 70 of the 
total houuholht in the Ireun bei ng .crv l 1y Hill. 

4. It in r( :cmnvn, .tt t. arlt o2up ,initioh be chnnged 

ao as not to include th, Pi r-,':Iict io or ownership of not 
mor thn AO.() nor of cultiv t,, ! ,j icy pproximately 
9% or low incom LousNhidl , ,.Jignwiibe for IFE1P loans%lre.v 


becaun;u of thin ruitriction. 
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APPEIDIX 
MULTIPLE REPRESSIONS 1OT"W SAVINGS 1IJD LOAN SIZE 

As Introduction
 

In the MIT Team's report "Evaluation of the Rural Finanoo .c.'jLrimontal 
Project" thero isa lon.g Toohionl Iloto which au--r'tn that the dovol
opmont of a number of equations rol.tinL: ortain variablos such as the 
amount of savin..% per household and amount of loans pur housoholds to 
a variety of variables should be onriod out,, ie ado only the first
 
preliminary explorations to dovolop uoh equations. The results are
 
givon below*
 

B. Loans
 

Utilizing a random .srauple of 400 tacos from tho Continuous Survoy, the
 
relationship of the followin1 variablos wore studiod uith roslpoot to
 
the size of tho loan received by a houoohold under RF3P, Tho size of 
the loan was rolated to 1 1) Parpooo of Loan.- Aarioulturo or not; 
2) Monthly rate of intorout; 3)amount of land owned; 4) othor 
cultivated lam; and 5) gross cash income. 

The intorot rate and the amount of other land cultivated turnod out
 
to not have a significant rolationship to the size of loan., Whilo the
 
equation utilizinq tho romainin?- variablos jirposo of loan, amount 
of owned cultivated land, and income loval proved to be statistically 
significant, tho multiplo oorrolation coefficient was rolativoly low, 
amountin to only 0,274. 

The equation was i 
Size of Loan - 489+369 Nrpoe)+.04(Dooimaln Land Owned and Cul. 

tivatod)+.0222( Income)
 

0. Savint,-


Utilizing 200 oaouo 
from tho Sanmplo Savinro Sur'vey, the rolntionohip 
of the nzo of oavinr:a of a housoho1t wan rlated to. the followin3 
variabloo 1)Groan Gash Inoomo; 2)flato of Intoroat Paid; 3)Amount 
of Land Ownod; 4) Distanco from Dank; 5) !io(ular SavLnja or Not; 
6)Knowlod.o of Intoroat Paid; 7) Occupation; 0) Pzoviouu Savor; 
9) Numbor of loans; 10) Purpose of Savina 
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Tho only viU w~lch jrovud to bc --i,-;ni,,icn-nt worc : Di.,tanco 
fronm I'knk ; FrP,2viou., S'),vcr ; a"'! u~L- of lorm,,,. rphw rrultitjlolc 
lc tinn coa fyi innt uI<s Slrov th e% for loans, nwumy UOR &'s 
The eqTuat ion~ w'n as fcU low : 

Amount of Savin -7. M51. 3,C( TJPxc)±O ( ur,,o000) 

D. Conc~lhi,-icon 

Theso- r;2sult ,t ';hIch -r,. -, ti~t icily Qi vificnntj, 'o not wnrrat 
a r(2t MI~ o~f at tation boccu~ Mhy dq not exp lain % oufficiunt 

aanunt oF' the~ vAN ' O~n I n ; i L "I''Inn
r On 0a l(fl r in the .Sizo 
of the duonrnit Woanecu.* hr th-r oconoma~triu nitul'io s~houLl be 

carriuit out. 
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