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ABSTRACT 
  

           Non-repayment of bank loans and rental charges for irrigation equipment is widespread in 
Bangladesh. Owners/managers of equipment, who are largely rich farmers, do not repay loans or 
rentals inspite of their large profits accumulated from increased production and water sales. This paper 
illustrates with field level evidence that the underlying causes of non-repayment are bureaucratic and 
political inefficiencies associated with allocation and installation of equipment, distribution of loan and 
provision of support services. 
 
 

I. INTRODUCTION 
 

         In recent years, non-repayment of bank loans and rental charges for irrigation equipment 
has been widely reported in Bangladesh. Several studies conducted in different locations of the 
country report that the rates of defaults have been alarmingly high (Table 1). A recent survey 
shows that in Ghatail and Kalihati upazelas of Tangail district onl y 7 out of 143 deep 
tubewell managers fully paid rentals upto the current, year and that the cumulative outstanding 
rental charges for these tubewells stood at about Taka 1.5 million (Mandal 1995, p. 80). 
Hamid et al. (1982) report for the north-western districts of Bangladesh that the repayment of 
bank loans advanced for the purchase of shallow tubewell under the IDA-credit programme 
was also dismally poor. They also report that the situa- 
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