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FINANCING THE RURAL POOR IN BANGLADESH:
EXPERIENCES OF SOME GOVERNMENT AND
NON- GOVERNMENT ORGANIZATIONS

M. Lutfor Rahman and Md. Ferdous Alam”

ABSRTCT

The article describes the findings of a study on the credit programmes designed for the small
farmers and landless poor, by some government and non-government organizations. It was found that
the programmes under consideration provided employment opportunity to the participants at least for
the project period. Housewives also benefited from the programmes since they could utilize their
leisure time productively by engaging themselves in income generating activities. However, it was
found that many of the loanee-participants could not yet settle permanently with any particular
occupation in spite of a number of years of involvement in the project. A good number of loanees still
depend on selling labour. The amount of credit provided by most of the organizations was reported to
be highly inadequate. Many participants also borrowed from other institutional and non-institutional
sources. The main trust of these programmes was found to be augmenting monetary benefits rather
than overall development of the participating families.

I.INTRODUCTION

Credit programmes for rural development can be broadly classified into two groups, one for the agricultural
sector and the other for activities in the non-farm sector, particularly for the rural poor. There has been a
significant increase in the amount of credit flow over the last decade. Against the total supply of agricultural
credit of Tk. 86.53 crore in 1976-7, a total amount of Tk. 1008.69 crore was disbursed in 1983-84. Both the
Nationalised Commercial Banks (NCBs) and Bangladesh Krishi Bank (BKB) are supplying credit to the
farmers under national programmes (NP) and under special agricultural credit programme(SACP). Together
these institutions provide n more than 80 percent of the total

“Respectively Prefessor and Assistant Professor, Department of Agricultural Finance, Bangladesh Agricultural University,
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credit. Credit under special programmes are generally intended for the small farmers and
landless poor in the rural areas. However, studies have shown that the landless farmers
were almost denied credit under SACP and borrowers upto 2.5 acres of holding size cons-
titute about one-third of the total borrowers who received only about 26 per cent of the
total loan (Bashar ef /. 1981). A study conductd by USAID also showed that more thnn 50
percent of the Joanees had faem size more than 5 acres (USAID 1977). ;

In ordet to_extend, credit facilities to the landless and the ruml poor, various credn
giving agencles have prepated and are financing quite a good numbex of special credit pro-
grammes since late 7', They lend credit to the poorer groups organised under various
projects, such as ASARRD, Grameen Bank Prokalpa (at present a sepatate bank krown
as Grameen Bank), Swanirvar Credit Project, Smell Parmers’ Credit Projects, Rural
Pinance Experimental Project, etc.

The ASARRD project, launched in Match 1978 aimd at improving the social and
economic cordition of the small and landless labousess through an integrated progtamme
of increasing productivity, income, employment opportunities and mobilizing available
farm resousces inclading minimum capital investment and savings,and to train fatmers as
welt as officers fot group action, “Since its mccpﬁon, 2737 village households ha\'c been
coveied under the project.

The GBP, undertaken inthe middle of 1979 in twothanas of Chittagong and'rmg;il
disteicts, .aimed at (i) extending oxgaruzanoml suppost to the poor section of the rusal
community to form groups through which credit agencics can exterd credit without co-
Hateral ;. (if) providing minimum subsistence through quick-yielding income genermting
activities xrd (iii) ereating part-time job opportunities for the women oflandless ard other
families. Total disbursement under the project stood at about Tk. 15.31 crores upto
September 30, 1983.  Of this amount, Tk. 10.24 crores have been repaid by the loanees
in weckly instalmerts. In 1983, the government decided to transform the GBP to Gta-
meen Bank (GB) as a separate specialised Bank and accordingly Grameen Baok started
functioning from October 2, 1983, to channel funds previously made under GBP. The
Bank has grown at a quite fast pace. By the end of September 1984, 108 branches were
under operation covering about 2000 villages in five districts (old), which constitute
nearly three per cent of the villages in the country.

Financing the rural poot for certain income generating activities is also being caeried
out uhder Swanirvar programme. The NCBs and the BKB in the 10 Swanitvar thanas
of 10 districts are sanctioning and disbussing loans for income generating activiites in
addition to “Dheki Loan” to the groups of distressed people, viz., women, youth, farm
labourers and other professioal groups. )

.The Small Farmers’ Credit Scheme was undertakenin culy 1980 for financing small
farmers in the three districts (old) of Jessore, Kushtia and Paridpur. The target groups
of the project are different from those of othets. - * They include the small farmers cultiva-
ting no more than 3 acres either irrigated or non-irrigated- area. The “main emphasis of
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the projest is 0a shot-term production credir. Some other activities like pord ficherics,
livestoek and pomlecy faoming, smull cottage industries, purchase of farm machinesics,

- Tioe Romeul Pinmes Experimental Project (RFEP), stated in 1978, simed at experi-
nieing with different ways (in cight models) of delivering and recovering credit s
well a3 mobiliving savings from the rutal poor. ‘The villagers who were landiess or who
owned cultivable land uptotwo acres or whose annual income did not exceed Tk. 6,000 and
who bad 0o outstanding logn with other credit agencies fell under the criteria of the target
Papulation for the project. The proiect provided production ceedit through NCBs, BKB
29d the cooperatives under different modéls of credit and savings designed by the institu-

+ dn addition t0 the above credit programmes for the rurl poor, a good number of
voluntary agencies' and organizations, ‘popularly known a5 NGOs (Non-Government
Organimtions), ate providing credit and other technical services to the tazget groups of
rural poor at local lavel in different areas of Bang

ladesh. They have emerged in the rural
development scenc of Bangladesh after the wake of massive devastation in the war of

independence in 1971. At present there are 2 few hundred NGOs operating in un-
known number of villages in different parts of Bangladesh. Among them Proshiks, Ban-
gladesh Rural Advancement Committee (BRAC), Christian Commission for Develop-

t in Bangladesh. (CCDB), CARITAS-Banghdesh, Mennonite Central  Committee
ICC), Cheistian Reform World Relief Committee (CRWRC) and Rangpur-Dingjpu
Rebahulitation: Service (RDRS) are imporeant, -The NGOs orgsnize the rural poor inte
cohasive geoups and encourage them to uadertake programmes which they themselves
consider to be economically viable and programeratically fessible. The NGOs also pro-
vide necessaty inputs and supportive services to these groups for other nomfatm income
genersting activities, such as poultry rearing, cattle Taising, cottle fattening, weaving, ete,
They slso organize women and provide Decessary resotrees and inputs to help them to
supplentent their family income through various works, - These activities of the NGOs
are mostly concentrated in the districts of Dhaka, Tangail, Mymensingh, Chittagong,
Rangpus, Pabna and sparsely in some scattered places like Khulng, Nogkhati and Rajshahi,
Becsuse of Iack of comprehensive data and infotmation, it is difficult to quantify their finan.
cial help and identify other services properly. Neediess to say that total quantum of credit
provided by these agencies to the disadvantaged and neglected section of the rugal
cotimunity is tegligible in compatison to their total need.

Ail the above innovative and special agricultural credit programmes, pursued by
the government and, noo-government orgsniagtions for small and landless farmers
claim to have achieved 2 compatatively high recovery percentage of loane, However,
the success of any credit programme for smpll farmer and landless labourers cannot be
judged only by the recovery percentage of loass, Rather, s critical look should be focos-

sed on the capacity of the borrowers to sustain regular growth in their oversl] finaocial
position. -

2—
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Sccondly, target group and arca approsch policies are being followed by these cre-
dit programmes in financing the small facmers and landless poos: Various types of co-
opetative societies, voluntary groups, etc., ate being formed for providing credit snd their
services. No comprehensive study was made to determine the efficacy of organisstional
set up of these groups. There is nced to exsmine the possibility whether & sound and
eff:crive cooperative structure can be evolved from these experimental prograsmes for
runal poor in Bangladesh. _ -

Under the background of these issues cancerning rural development activities for
th landlass and rural poor in Bangladesh, a research project enititled “An Economic Eyalua-
tion of Credit Programmes Designed for Landless and Rural Poor in Bangladesh” was
uadertaken in the year 1984. The present paper is based on the preliminary findings of
that research project. In Section II, methodological considerations age discussed while
sociosconomic considerations  ace presented in Section III. Receipt and weilisation of
loans, and nature of benefits ate presented in Section IV.  Assessmet of the poesent set
up of programmes and concluding comments are presented in Section V.

II. METHODOLOGY

"The Research proposal for this study was developed with the intention of studylag the
ceedit programmes designed. for small fasmers and landless pops. The institutions snd
programmes fnally selected for the study are BKB (Swanirvar Psogramme), BRDS (Rueal
Poor Programme), Grameen Bank, CARITAS, BRAC (Rural Credit snd Training Pro-
3 gramme), CCDB (Rural Development Programme) and Proshika.

\ Keeping in view the distance from B.A.U. campus and concentration of ctedit pro-
: grammes of government and non-government organizations three districts namely My
mensingh, Tangail and Kishoreganj were purposively selected. But emphasis was also
given to the length of the programme or activities in the specific cegion by the selected
institation, From each of the selected institutions, except Grameen Bank, 50 samples wese
selected. Considering the importance of Grameen Bank in financing rueal poor, 100 ssm-
ples wege selected from this institution, The different regions/branches finally selected
from these institutions for the study have been shown in Table 1.

1 . Two sets of interview schedules were developed for soliciting information froem the
patticipating rural poor aad the concerned officials of the institutions, Both the schedules
ware pretested before the final collection of data. The pretested schedules were then
sdjusted according to the need of the nbjectives.
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TABLE 1. SMLACYTED BRANCHES OF INSTITUTIONS WITH PROG.

RAMME AND NUMBER OF SAMPLES
) Selected Aseas Regiom] | Number
‘ . District : Upazila Bracr.ches of
Institinions : with samples
. Programmes
Deogiviesh Keshi  Tangail Modhupur  AlokdiaBunch 50
Bank (BKB) (Swanirvar
, , programme )
Bangladesh Rusl ~ Mymiensingh  Muktagachs Mukeagachs 50
Development Board ( Rural Poor
(3RDB) Programme )

Grameen Bank (GB)  Tangail Modhupur Bhaighat Branch 100

Basgladesh Rural ;
Mvancenent Mymentingh  Trishal . Bailor Union
Comsmittee (BRAC) (Rural Credit %
: .- and Training
Programme)

(Bangladesh) Led. Tangail Modhupur Dhanbari Centre L

Proshiks Kishoreganj  Bhainab Bhairsb ADC, 50
: Kalikaprasad

e i Amyitola (Rural
Bangladesh (CCDB) Development pro-
gramsme )
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Distribution of Loanees by Sex, Land Holding and Education,

. Table 2 shows that out of 400 samples cov eting 7 institutions, 147 sample benefi-
claties, i.c. about 37 per cent of the total were female. The table shows that the proportion
of the landless poor who did not own any cultivable land ranged between Sto 12
percent. But if we consider the landless poorasthose having upto 0.40 acre of cultivable
land, then the beneficiaties comprised largely of the landless poor. Quite a good number
of beneficiarics had land holding above 0.40 acre. The beneficiarics of NGOs had higher
sverage size of helding, - :

Identification of loanees according to educational status shows that GB had no
illiterate loanees whereas the majority of loanees of BRAC, BRDB, BKB and Proshiks

were illiterate. The average number of earning persons per family was 2 in almost all
the institutions under consideration. ) o

(e s

TABLE 2. DISTRIBUTION OF LOANEES BY SEX AND SIZE OF HOLDQ!}@

No. of Loanees Percentage of loanees by Jand Avenge

Insti ; size (actes) | size of

tutions Total | Male /Pcma Land- | .01-40| 41-1.0] 1.01- {Above | Holding
e | less

i 15 11350 (acres)

BKB 50 2 48 16 74 ] 2 — o018
BRDB 0 3% 127 2 & § 2 — on
GB 0w 22 5 T? 17 5 1 o0

BRAC 50 24 26 16 62 18 2 - 0.25
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Occupational Distribution of the Loances

Occupations of the loances are largely related with types of programmes beirg carried
out by the concerned institutions in a particular locality. Since the fespordents were
landless and poor destitutes they had no regular permanent occupation. = However, with
the coverage of the network of activities of government and non-government organisa-
tions they settled with some kinds of activities which became their regular source of
Income. But thete gre some whose major source of income s still selling labour despite the
support being received from differert institutions. Major occupations wete thus dependent
largely on the nature of organizational programme within which loanees participated.

Table 3 shows that most of the loances. of the BRAC had rice-husking and
tickshaw pulling as'the major source of income which corstituted 52 and 26 percent

TABKE 3. DISTRIBUTION OF THE RESPONDENTS BY MAJOR OCCUPA-
TION E
(Petcent)

Institutions
Occupation BKB BRDB GB BRAC CARITAS CCDB  Proshika

Pasming =~ — @ — 5 6 3 n 4
Rice Husking 82 20 2t 52 — 26 -
Selling labour - 26 5 4 4 — 36
Nonagrilbusiness 3 32 43 10 18 14. s
Rickshaw Pulliog — 14 8§ 26 2 - 6

Fishing - - - = -
Handicrafts -

100 100

100 100 100

4. They took loans from institutions though they were housewives. They utilized the loan money for
pupposes liks husking rice and headicrafts from which they earned some income and 5o housewives
was considerd a8 s octupation.
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respectively. Rice-huaking, selling labour, business and rickshaw pulling were the
important sources of income of the BRDB loanees. BKB loances had Rice-husking as the
majorsource of income which constituted 82 percent. Occupations of & large number of
GB loanees were ron-agricultural business (43 percent), and rice-husking (21 percent).
Other sources of income of GB loanees were farming (5 peecent), selling labour (§ percent),
tickshaw pulling (8 petcent), handicrafts (2 percent) and service (2 percent). CARITAS
was the only institution where loances were found to be engaged substantially in
farming (30 percent) and selling labour (34 percent),

The impor:ant aspects of these institutions were the inclusion of the landless and
rural poor most of which would have been unemployed otherwise. Nevertheless, s good
number of loanees of BRAC, BRDB, GB, and Proshika were found to sell
labour. There were five diff:rent major sources from which incomes wete derived.
Taese sources were farming, service, business, labour sellingand others including
income derived from rented and mortgaged out land, grants and gifts. -

Regarding the possession of houschold and farm assets, it was foud that the majo-
tity of the loanees did not own any power animal and essential agricultural implements.
Again, those who owned some assets, the amounts were highly inadequate to carry out
crop production activities independently.

IV. RECEIPT AND UTILIZATION OF LOAN, AND NATURE
OF BENEFITS DERIVED

Distribution of Loan and Loan Amount by Pntpooe

The concerned programmes advanced loansto member lognees for & wide ange
of activities. There are as many as 24 different activities for whicltloans were provided,
A single member loanee has been provided loans for performing a number of actiwities
simultaneously. But the major purposes for which the member loanees received loans
wete for petty business of different kinds, rice husking, crop production, purchase of
rickshaw, purchase of cattle etc. Both individuil and collective loans were provided
under the programmes. Distribution of loanees and loan amount according to purpose
has been shown in Tables 4 and 5, BKB under its Swanirvar programme (Dheki Prokalps)
extended loans foronly two purposes namely, business and rice husking. The pus-
posc for which the member loanees of BRDB reccived loans under Rural Poor Progeamme
wete mainly petty business of diffetent kinds, rice husking, purchase of rickshaw and cattle.
Rice husking constituted 54 percent (27 in number) of the loan cases and 36 percent of
the loan amount, Purchase of rickshaw accounted for 40 pezcent of the total loan amount
though loan case for this was only 12 percent (6 in number),

Grameen Bank advanced loans for as many as 20 different purposes among which
the dominant three were business of different kinds, tice husking and purchase: of cattle.
The average size of GB loans was Tk. 4475, Maximum loances of BRAC received loans




TABLE 4. PROPORTION OF LOANEES AND AVERAGE AMOUNT OF LOAN BY PURPOSE

I BKB BRDB GB [} BRAC | CARITAS | ¢CDB Proehika
Av. Av. Av. Av. Av, : Av, Av,
Purposc of Loan ter Amo- | % Amo- % Amo- | % Amo- Amo- | % ‘Amo- | % Amo-
Loanee unt Loance unt e unt Loance unt Qgance unt Loance uat Loaace wunt
—_— (Tk.) (Tk.) (Tk.) (Tk.) (Tk.) (Tk.) (Tk.)
Business 4 2000 26 885 43 4884 12 2167 — = 20 2150 12 692
Rice Husking 96 997 54 784 9 4086 52 596 — 10 L J— —
Crop Production - — — —_ — 1 4000 12 1200 —  — 70 4340 4 - 3300
Purchase of i
Rickshaw — — 12 4000 6 470 20 4000 — — —_— - — —_
Puzchase of cattle  — —_ 8 7 13 4021 4 75 - — — —_ 36 389
Others — — — £ 28 4143 — — — — — — 38 510
. Total 100 1020 100 1193 100 4475 100 . 1540.

:
]
2
;
I

a. Most of the loans in this head were for limd mortgage.
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TABLES. DISTRIBUTION OF LOAN AMOUNT BY PURPOSE (Y)

Pasposes of loao : BKB BRDB GB BRAC CARITAS CCDB Proshike

Business § 19 47 17 = 12 10

Rice Musking 92 36 8 20 e 1 =
Crop production  — — i 9 —_ 87 17
Purchase of
Rickshaw - 40 6 52 —_ — e
Purchase of

aattle - 5 12 2 .- - 17
Others' D e 26 - o - 56
a. Others include hms for mortgage of land, ion of house, purchase of shallow tube well etc. in

the cmme of Proshiks. Butthis is quite different in case of GB. -

for rice husking (52 percent) followed by loans for purchase of rickshaw (20 percent).
CCDB  was characterized by both individual and collective loans. The main purpose
for which CCDB provided loan to its member loanees were petty business of different
kinds, rice husking and crop production.. Only erop loans were advanced collectively.
Crop production purpose accounted for 70 percent (35 in number) of the CCDB loan
cases including the individual and collective loans. They together constituted §7 percent
of the loan amount. Most of the individual crop loans wete for pineapple cultivation.
Collective loans were given to a group of individuals who jointly carry out the cultivation
and receive the benefit as well as take the obligation of loan.

The purpose for which Proshika provided loans to its member loanees differ consi-
derably from other institutions. Proshika advanced to a good number of loances with
loans for repair of houses. It advanced both individual and collective loans. Shallow
Tubc Well (§TW), mortgage of land and beef fattening were the arcas where loans were
provided collectively.

It appears from the forcgoing analysis that non-agricultural activities were given
priority in all the institutions/programmes under consideration. The non-agricultusal
purposes were such that the landless raral poor and the disadvantaged conld be essily emplo-
yed to generste income quickly. Since these persons do not have enough agricultural
land, the provision of loans for such non-agricultural activities appear to have been the




Pnsneing Ruewd ‘Poor : Rahman qnd Alam . - 19

main ceasidezation for providing suchioans. Fhus providing leans to large number. of
females, mostly housewives, for rice husking was indeed quite relevant from the. view point
of utilizing leisure and supplementing family income.

Indebtedness of the S;.tihplei with Othier Institutions

Table 6 shows the extent of indebtedness of the samples with other institutions,
Member loances of almost all institations except GB had indebtedness with other
institutions.. The extent of indebted sample was found to be the highest (44 percent) to
BRDB followed by BRAC (24 percent), Proshika (20 percent) and BKB (2 percent).
CARITAS 'did not pro¥ide any loan to its members. But 26 percent of the members’
of CARITAS were found to have contracted other institutional sources for financial
support,” : : ’ S

TABLE 6. EXTENT OF INDEBTEDNESS OF THE SAMPLE LOANEES

{7, WITH OTHER INSTITUTIONS Ve e
Institntions BKB  BRDB GB BRAC CARITASCCDB Droshika
Number of sample—- 50 — - -50 - -100 -~ 56— 50~ $0w . . 5 . ___

Indebted Sample 1 2 o~ 12 13 2 10

YoofIndebped sample . 2 -4 — 4 26 4 g

* *"Amotnt of loan received from differerit sources has been shown in‘Table 7, ‘Tt -
shows thak most of the loans ‘wete taken from the non-institutional sources. - The degree
of fndebtedness of'the samples ‘with othet institutional and non-institutional sowrces irdi-
cate that they were in need of mote fand than they received from theit parent institutions: *
GB-samples were found to have no indebtedness .with institutions or money lenders or
friends 4nd: relatives excepting their. parent source.: It ‘'was : observed that the ‘average
size of GB loan was significantly higher than' that of other concerned . institutions, - - .

- On thé-bthér hatid the avetage size of loans of, BRDB; BRAC and Ptoshiks were ~ A
considerably smaller and pethaps inadequate too, They required to contract bthey” -
sources simultaneodsly to supplement fingntial need, * The importanit-reasons foricontrac-
ting:-other ‘sousees *of -doas iwere to .meet . family  expenditure,  for *investmet - -

+ business; for-erop production-andfor carrping’ out ‘tice husking activity. ‘Theve svese..
3




other minor -tessons -including purchase of -riekshaw, puschase of land, moitgage ‘of
land -and: purchase of boat,

TABLE 7. DISTRIBUTION OF LOAN AMOUNT FROM DIFFERENT
SOURCES (PERCENT)

“Institutions Patent Other Insti Non-Iosti- Total
source tutional tutional
sources sources

BKB. 96:96 - 304 100
BRDB 73.46 5.42 2112 100

Utitization of Credit

Astalysis of loan utilization Kas been shown in "Table 8. Loanees‘of ‘BRAC were
obscrved to have spent 87.3 percent of the total loans in the form of capital cxpenditure.
The other area of expenditutes wete crop productin (3.86 percent), family expenditure
(6.94 percent)and otherpourposes:(1.89 percent), Utilization of loans by the BRAC loances
shows that purchasc of tickshaw and. investment in -business - constituted respectively
58:10 and 23.41: percent of - the total-loan. Purposes for-which<loans wese - taken and:the
way loans: weze utilized suggest that fungibility. in the use of loan'moncy took plate.

BEDB loanees utilized 90.72 peicent in.capitabhead, 7.32 percéntirt family consump-
tion:and-0.47 percént:for crop production:and: 1469 for: tepayment-of-okd: debt. : A-clear.
deviation of spending loan: money: -for - family éxpenditure <and: investing: - in basiness.
mote than what was rescived - for -the purchase of bullock.indicates that fungibility of
fund took place. ‘

Inthe-case of BKB only € pertint wasprovided:far-businessiand 98 perctnt:for- rise.
husking; - About 83 perceat was utilised in business including parchase of siekshate and
investment itbusiness. - In that-case the-other steas of expenditure, nuotwbly family capens
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ditures, dre cloar cases of dewistion. Similarly. the use.of loan money. for purchase of land
and:apending more.in. crop production ace again the cases of deviation.

Largest difference between proportion of loan-given and its use for specific purpase
was observed in the cases of CCDB loanees. Here crop production activities constituted
87 perusnt-of the total foan-but-only 42 percent. was used for that purpose. On the other
band business sbsorbed. significantly higher.then what was given for that purpose.

A large deviation between purposct.of Toan andits. utilization was. observed in case
of Proshiks. A collettive loan for §T'W was giver. This was purchesed by the Proshika

TABLE 8. UTILIZATION OF LOAN BY PURPOSE (%)

) - Institution

CAPITAL EXPENDITURE

Puschese of land® ~ — - M4 08T 08T 785

- = 1.02 = = =
Investment in business - 79.63.  46.78. 5085 - 2341 4941 =
Purchase of Rickshaw 375  33.58 937 5810
Otheds 3.86. 0:36 1.03 1.88

Sub. total M 9072 4 873 501 54,17

272 36.00

SeedScedlings 0.2t o1 .35 1.53 897 803
Chemical Pertilizer 043 = 93 1.02 6.85 11.53
Hiring Laboxe - = Lo4 0.67 11.04 412
Trsigation o 0.3 296 058 1439 -

Others. 036 - 8.52 e — —
1.5

3.79- 3.86

Family consumption  11.48 732 402 694 434 . ;
Repaysient of oid debt  — 1.46 o 1.89. L14 - !

TOPAL mom 1000 10060 10000  100.00 100,00
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possonnel and given as & collective loan against 17 ‘member loances. - Thus the STW was
in fact subsidized. - A portion of the total value of STW was grant to them by Proshika
Agsicaltusal purposes absorved mote than what was provided for this. About a quarter
of the tatal loan -was used for family expenditure. .

It is thus clear from thie above - discussion that substantial deviation took place bét-
ween purposes. for which the loans were disbursed and the purposes. for which these were
wsod.- Some degree: of fungibility may be accepted but the difference observed here was
very lasge. This clearly implies ' that the institutions allow . this much fungibility in
the use of fund.

v T

_Reasons for Improper Utilization of Credit

- In response to questions, regarding the reasons for improper utilization of loan;three
important reasons were meéntioned, These were emergency need, family expenses,.
and repayment of old debt. The former two were the most important. Besides
there were other teasons which also affected the proper utilization of loans. The samplc
farmers were asked as to whether the amount of credit received from theis parent
sources was adequate. The overwhelming majority responded-that the-amount was hlghly
tmdcauat'- . ;

Natute and Extent of Supetmmn

Loances of different institutions weze asked about the purpose fm: wh1ch thc pto;ect
personnel made contact with them. In the case of BKB the major purpose for which
the credit personnel paid visits weze to attend the fegular weekly meeting and to watch the
normal activities of the groups. This holds true for all the government organizations.
On the other hand major purposes for which the personnel of NGOs paid visits wite for
assessing finaneigd position and social conduct, ability to utilize credit and finding put the
quantity of and-purposes for which credit was required. Tt did not show much vasiation: .

Similar analyses showing the purposes of visits after disbursement of loans. were
also done. It was observed that watching the utilization of credit, knowing the problemi
relating to use -and repayment and observing cohésion among the group members. wesé
the dominant purposes for which the project/credit- personnélpaid visits to their loance
members after the dishursement of loan. This applies to almost all the institutions in
general. Very few loances reported that 'the credit personnel went to them o know about
the flow of income being received out of the use of credit. Visits relating to this purpose
accounted for a_minimum of 5 percent of the responses:of the GB and BRDB loanees,
‘This implies that project/eredit personnel wete less concetned to keow as to whether the
credit money results any income. Rather, loan recovery was the implicit purpose for
which the projest personnel were mainly concerned. Mostdmpdrtant to note hete’is that
all the GOs  wese implicitly concerned with loan recovery which was quite different from
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the-approaches of NGOs.  The latter were more concerned to ensure proper utilization
of loans. They were also observed to have been concerned with other aspects - of -the
loances of the groups along with recovety of loans and emphasize loan tepayment... BRDB
and BKB personncl had the same frequency of Visits for this purpose.

Balance of Assets

The present analysis on the balance of different assets aims at finding out the changes
in the physical stock of assets. It was with that end in view the balarce of assets *was
examined between two points in time, ‘The stock of assets at the time of data collection

and the same a year back were compared to atrive at the balance.

The different types of assets were. classified into threc broad catcgories for the con-
veniencs-of interpretation. These are domestic animals, agricultural implements and
‘other’ which include radio, watches, bi-cycle and bullock catt, Oxly the purchase and
sale of assets during the period under consideration was taken into account. ‘Thus the
aumber of animals and poultry alteady athaod were excluded from calculating the balance.

The general impression atising out of the analysis was that assets of the sample-loa-
nees have declmcd in most of the cases. Bullock, buffalo, milch cow and bi-cycle were
important among the negative balanced assets. These ate the assets which bave substartial
monetary value and which can be disinvested quite easily. But it is true that it will be
vety difficult for them to replace these high value assets if the sale proceeds were used for
consumption. Farm and non-farm portfolio of assets got smaller inspite of the credit
support bemg prowded under different programmes by the concerred institutions;

A negative change in the balance of high value asset is not an adequate indicator
of the fact that condition of the loance had deteriorated. The negative balance may be due
to _investment in the business. In' case the amount of money was needed in business, they
mtght have sold the assets in order to make requited investment, Evidences of thxs were
fannd because many loanices contracted different sources of credit simultarcously in addi-
tion to the fund received from their parent sources. Thus it would be misleadin gto draw
conclusion on the impact of the programme based on this,

Nature of ‘Benefits Resulting from Loan Programmes

- Intesponse to’ questions relating to. type of benefits teceived from joining the
projectand receiving credit, the loanees identified both monetary and ron-monetary bene-
fits. Some farmers reported that it saved them from the clutches of village Mahajans
They do not have to contact exploitative non-institutional sources, This has becomc
possible for the credit being supplied by the institutions to landless and rural poor peoplc
But farmets reported this as one of the non-monetary benefits. '

- A-large .majority of the bofrowers helonging ta government institutions reportcd
that eh:y ware-earning more and their businesses. were beifig riin in a better way relative to
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past. This also, holds true in case of BRAC but it is a.bit. different with other- NGOs.
mamely CCDB, Proshika and: CARITAS., '

About one third of the loanees responded that they could release their land: which
was previously mortgaged out. They not only released their mortgaged out land but also
mortgaged in additional land for carrying out crop productinon activities. These had
been possible bacause of their additional income tesulting from the investment of the cre-
dit money. Loanzes of NGOs mentioned this mote relative to loances of GOs, This
is quite lik=ly becauss NGOs have particuhr provision for providing loans for releasing
mortgagsd out land and also for taking land mertgage. A good number of loances of
both GOs and NGOs reported that they could purchase land from the additional income
received from the investment of ctedit money. Quite a large number of loances of both
GOs aad NGOs reported that they ate now relatively better offin terms of supporting the
family. Tiey can now provide their children with more food and clothings. Therefore,
a host of non-monetary benefits wete enjoyed by them in addition to raising income,

It is thus clear from the above discussion that the participants have benefitted
from the diffzrent activities of the project. This is because of the support and services
being received from the project. The main concern should be to make these rural poot
and fandless independent, and what will actually happen when the supports ate withdrawn,
Thus adequate care has to be taken so that these tatget people can become independent
a0d stand on their own feet at times when 10 external support will be provided.

V. COMPARATIVE ASSESSMENT OF DIFFERENT PROGRAMMES

The nature, objectives and the modus operandi of the different government (GO)
and non-government organizations(NGOs) under study suggest that NGOs ate in many
respect diffetent from the GOs.  On the other hand there remains a good degtee of simi-
lagitics in the nature, objectives and the modus operandi among NGOs. The GOs
dealing with landless and rural poor programme have again good similarities within
themselves.

Dheki Loan Prokalpa under the Swanivar Credit Scheme and the GB. ate very simi-
Iar in terms of nature, objectives, lending procedutes, group formation process, target
participants, terms of loan, interest rate, repayment schedule, etc. Both emphasize quick
incoms yielding activities. The weekly meeting, savings deposits, group fund, emergency
fand system and other compulsions of teserve fand system ate very similar.

In case of GB, the sole responsibility of forming groups, maintaining observation
petiod, training the participants, providing them with loan, recovery of the same alongwith -
overall monitoring lies with the Bank Workers (BW) including the Manager. Suce
ecss and failure ate their responsibility. Therefore, they cannot keep themselves away
from doing their duties. The BWs are selected from within the locality and they e
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stationed in the same locality. These characteristics influence the programme implemen-
tation. favourably. In Swanirvar programme the participating bank personnel are also
supposed to make: periodic visits to ensuce delivery.of fund, utilization and recovery of
the same, but unfortunately this part is-almost neglected. Thus, though SP and GB are
vierually of same nature their modus operandi and management are quite different that
produces different results. None of the societies /groups of GB and SP are formal coo-
pemtives. ‘They:ate mere groups and have no relationship with cooperatives. .
RPP is being implemented through RD-3 projects of BRDB., BRDB is the
biggest two-tier cooparative structure in Bangladesh and RPP being within itssocieties
aee formal coopsratives. ‘Groups’ and ‘Centre’ with GB have their own entity,
By their own right they ace independent organizations. Unlike GB, BRDB societics are
not indepsndent and it has.to follow the regulations. of the cooperatives. Like SP,
BRIB has ‘3. long list of members for implementation-and coordination of the project.at
district and: national level. ‘Thus a lot of personnel are entrusted with monitoring,

The'size of the BRDB societies is usually flexible and is quite larger than that of SP
and 6B groups. ‘They are quite similar in terms of target group participants, type of loans
am “rite of interest,

BRDB cooperatives ate spread almost over all the districts though RPP is not. Since
their general coverage is larger it could not select its members after long observation
petiod as with GB and SP. It is thus quite likely that people without understanding the
principle of cooperatives have entered into the programme metely to get credit.

The similarities among GB, SP and RPP of BRDB ate with the target participants
and'the income generating activities being undertaken, All deal with quick income yiel-
ding sctivities, mostly of non-agricultural nature. All of these organizations have provi-
sion for both individual and collective loans. Rate of interest is also almost same though
service charges differ. Women occupy-a significant portion of the beneficiaries in sil
the programmes: of -GOs. -

NGOs under consideration have 4 gopo degree of similarities in terms of target par-
citipants, group formation-and provision of loans. The objectives of NGOs are broad
based-and coacerned with: comprehensive rural development activities. Most of the
income ‘generating: activities comprise the development atea,  Construction of roads, cul-
wverts, canals, re-excavation of ponds, canals, ‘etc., also. fall within the development :agen.
while the social welfare part is conceened with community health, family planning, assis-
tance to sick, telief and rehabilitation programme, support services programme like educa-
tios, training, out-reach programme to mobilize resources for use by target partici-
pants, legal assistance programme to create awareness of their legal rights, etc,

“Bate of interest on: loans for the NGOs vary-substaatially. .In case of Proshika the
loan s interest free while in-all other NGOs it varies-between 12 to 16 percent.  Service
chazge. is claimed by.all the NGOs. Since Proshika loan .is interest free it service
chasge was the highest(7.to 10%). Repayment schedule vary among the NGOs, Though
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it is gigid but a sccond loan, usaally under a diffetent programme, is given to a non-wil-
fal defaulter in order to allow him to continue generating income so as to repay the previous
loan. In case of CARITAS the rate of interest chatged on different loans is 12 pereent.
The loan is usually repayable in two years. Instalments ate normally fixed by the project:
personnel and it is repaid in 2-3 instalments. A rebate of 6 percent is given to those
participants who repay intime, The remaining 6 percent is deposited to the group
fund to maintain expenditures for the groups. The othet 6 percent in the form of inte-
test on loan is for the service charge of the CARITAS personnel.

‘Though the programmes fot landless and rutal poor of the GOs are different in terms
of areas and broad:coverage, a good degree of similarities exist between them. The ope-.
ational procedure along with group formation process and monitoring are virtually the
same. : Performances also do not differ drastically. Rate of recovery, and monetary and
nonmonetary benefits being received by the target participants are almost similar, ' The
most important difference between GOs and NGOs relates to programme coverage. NGO
programmes cover only income generating aspects, Besides income, NGOs have all the
necessary infrastructural facilities to run their programmes. Another important area
of difference is that rate of intesst of NGO loan is heavily subsidized and very. .often
exempted while that is not the case with GCs. '

V1. CONCLUDING COMMENTS

The results of the study showed that the programmes under consideration provided .
employment opportunity to the. participants at least for the project period, Housewives
also benefitted from the programmes since they .could utilize their leisure time .
productively by engaging themselves in income generating activities.

It was found that many of the loanee-participants could rot yet sctdcpctnuncr.ﬂy
with 2 particular otcupation in'spite of 2 number of years participation in the project. A
good number of participants still depend on selling labour. Selling Iabour was found .
to be the major contributor to their total income.  Since the income generating activities
change from time to time it was quite-likely that they have not abandoned sellmg laboux
pasticularly when it fetches a substantial income to the family. ~

The amount  of credit provided by most of the organizations was rcportcd to be
highly inadequate. Somé loances of almost -all the organizations reported borrowing’
from other institutional afd non-institutional sources in addition to-receiving credit from -
their respective patent sources. ~This implies that a-portion of ctedit need remained unsas’
tisfied which they supplemented from other sousces. Thus saving poor fromthe clutches
of mhembncy -lenders and ofhets as an objcczive of the ‘pro'grarmnc was not-very effective. :

" “The credit- facﬂltlcs provided the ruril poor-with-the opportumty of generating -int<
come'and other lma.ngible benéfits which otherivise Would fot have been. possible,” Thls @
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generation of income along with other intangible benefits would be more sugtained’ # it
Wege accompanied by addition to the stock of sasets. But unfortunately such cuse was ot
obsersed. This leads to suspect one that many of the families may pot.be sble to stand
alone once the project supports are withdrawn. The so-called savings and other depoits
would not alone make them able to stand on their own feet. o

The main thrust of these programmes scems to be augmenting monetary benefits
tather than overall development of the participating families. This is particulatly more
teue in case of GOs.  The concept of rural development in social and economic perspec-
tives of Bangladesh have not beer visualized, followed and executed in & systematic manper
in these programmes.

The formation of groups and its responsibility have been emphasized in the execution
of all the programmes. None of the groups of these programmes ate formal cooperatives
except those of BRDB. Experiences suggest that such multi-agency expetimentation to
deal with the landless and rural poor in the name of rural development create unfair come
petition among them, This has threatend the cooperatives as a nation-wide ofganization
desling with rural development. Further, in case of some GOs, particularly for GB, the
group responsibility has been emphasized on the realization of loans rather than proper
utilization of loans. Because of this approach individualistic tendency of the members
still pecsists and consequently they fail to develop as a cohesive group coopetating for com.
mon social and economic goals.

The policy implications thus suggest that what is needed for the rurg poor, is not
ahost of programmes by a large number of organizations, but an institutionalframework
under the umbrella of a national organization to look after the varied needs of the rural
poor. Along with production and income genemting activities, marketing, basic edue
cation, health care and family planning activities of the rural poor must also be Jooked
after. This way there will be a possibility to make them economically and socially better
off, otherwisz financing a single activity will not build their financial steength,
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