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ABSTRACT 
 

           Subsidized interest rate policy has been identified as the major pitfall of the past credit programmes. 
Findings of a pilot project has been reported to illustrate the viability of charging higher commercial, 
even if not real, terse of interest and   mobilizing private savings in rural financial markets. 
 
 

INTRODUCTION 
 

        Providing access to credit has long been a key component of assistance programmes 
seeking to modernize agriculture in developing nations. Donors have invested an estimated $5 
billion in rural financial market (RFM) projects over the last several decades (Adams 
and Graham 1981). Developing countries too have committed substantial resources to 
expanding agricultural credit. Traditionally, these programmes have featured subsidized 
credit with concessionary interest rates as their basic tenent for encouraging agricultural 
modernization and confronting the causes of rural poverty. Cheap credit policies have 
often yielded negative real rates of `interest, undermined the potentials for mobilizing rural 
savings, and misallocated credit resources (Adams and Graham 1981). 
 

 

       This note reports the results of a pilot rural finance project in Bangladesh that was 
designed to test the acceptability among farmers of loans with nonsubsidized interest 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
         *The study reported herein was financially supported by USAID/Bangladesh. The results were 
obtained from a project evaluation performed by a USAID consultant group consisting of the Public 
Administration Service. McLean, Virginia, and the S.F. Ahmed Company, Dhaka, Bangladesh (Public 
Administration Service 1982). Use these data is with the prior permission of USAID in Bangladesh. The 
authors express th eir  appreciation to Dale W. Adams, Jerry R. Ladman, and Morris D. Whitaker for their 
review of an earlier draft and to Lojs Cox for her editorial assistance. The observations and conclusions 
are the authors’ and not necessarily those of USAID/Dhaka or Utah State University. 
 
             **Charles H. Antholt is former Chief of the USAID Agriculture Office in Bangladesh; and E. Boyd 
Wennergren is Professor of Agricultural Economics, Utah State University, and formerly agricultural 
economist for USAID/Bangladesh. 



 



 



 



 



 



 



 



 



 


