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EXECUTIVE SUMMARY

= RDP is BRAC's core programme for the implementation and e:(pansion of BRACA

‘activities. ' Credit, a major component of RDP, is nrovided to the VO members at 15%

flat interest, payable in weekly instalments. Fé_w studies are available on the mongy

. for paying weekly instalments which prompted us to do this study.

The objective of the study was to identify the sources of instalments after obtaining
the current loan.”” Although, weekly repayment is supposed to originate from the
micro-enterprise itself, most of the borrowers have to depend on sources other than
project income as this often proves to be insufficient to cover the instalment payment.
Field work was undertaken in four Village Organisations (VOs) in four regions
namely, Comilla, Manikgonj, Rangpur and Nilphamari and the kev findings are as

follows:-

For projects with immediate returns, about 40% of the instalments were paid through

.'sourges other-than the in?;qyxe generated from the present loan, and for projects with a
gestation gap'it ‘was 8rf7°A>;é,;11;stalments in these cases were primarily met through the

husband’s income or that generated from other micro-enterprises.

Considering other factors which could affect the source of instalment pavments such
as the number of earning members, household ‘size or membership length, it was
found that the husband’s income still constifuted the major source compared to

project revenue.

| , However,‘ this 'may imply several‘lthfng‘s - income has not yéx started generating from
) » .thc proje}ct,Aor moneyhas b_eén used elsewhere due to its fungibility or the project is
| not as prbﬁtéblé as it ié believed to be. Nonetheless, it:is also worth mentioning that
husband’s share constituting the major portion of the instalment payments may be
attributed to another variable - the degree to which he appropriates the loan.
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Our recommendations to BRAC are the following:- - - PP

l Susonahty of income _patterns should be consxdereq for .determining the loan

»_" i «repayment schedulc Tz i et A e

s0sevn  seecan Vemesss emes

2. More scrutiny during applications and closer supemsxon of Tows woc may be
needed. - ’ N g S :

3 Moi'e ii_westment should be directed towards training, accounting and lite.racy skills

: 'for Borrowers so that they can deal more effectively with higher cash investments

, and complex technology This will help them out of the traditional sectors and

also enable them to plan business better.

4. Access te sqme sort of emergency fund would help borrowers in times of Iarge
P -4
tmforeseen expenditures,

]



. 1. INTRODUCTION

- L1 Context of the study

Emcrgmg as the thmd top pnomy of the poor after wage cmplovmcm and pnmary
vchoolmg the prowsmn of mncro—credxt has taken centre stage in Tural poverty
alleviation smnches At BRAC it constmncs a central component of its Rural
Development ngmmmc (RDP) aloncsxde its health, education and other socxal
mobilisation and support programmes.

Credit under RDP is disbursed either for *sector programmes’ or as general loans. In
the former case loans are invested in particular micro-enterprises for which BRAC
provldes technical txmmng, mputs and lovlsncal support. In the case of general loans,
no extension s nces are provided and the borrower manages the micro-enterprise
herself.

The village work of RDP begins with the establishment of an Area Office. The target
households, thoselbw_nirrxg about 0.5 decimals are organised into units called Village
Organisations (VOs). Credit is provided ar 15% fat imterest 10 the VO members,
pavable at weel.hmstalmehts The members in the group are jointly liable for each
others loans ; e repavmsm of the initial borrowers being the prior condition for

disbursing to other members in the sub-group.

Critics, hoiwln -‘,‘ha'xl'en argucd that borrowers are having reservations about credit
services pamcularly thh regard to weekly instalment pavmcrx’(s2 Recent enquiries
have suggested that 1n most cases borrowcrs have to rely on other sources of income
than that generzmd by the mtcro-emerpnse in order to meet weekly instalments as
" repayment schedules are not based on pro;ect returns’, Few studies are ava.:lable on
different aspccrs of weekly mstalmcnt payments especially regarding borrowers’
initial constrm;.xts and the reason for_lalp payments,

' A Pro-Poor Agenda, 'S
? Women and Poventy - Women for Women (P, 9) =

’A dasha ks o M&Jﬂﬁﬁmﬂmﬂummﬂuﬂmmﬁmﬂndnh

S

(344




‘1.2 Objective of the study

The objective of this study is to find out the sources of funds for loan reoayrnent with

specral reference to the gestatmn nermd of certain mrrrn-ememnsm ( nennd hef'nre ‘

whrch mcome sta.rrs rumg) Loan srze household srze number of earmng

LR

members and membershrp length have been taken as vanables to see whether these

have any mﬂuence on the source of mstalment payments

13 Sample area and sample size

The study was conducted in four VOs n four regrons narnely Comrlla and Mamkgonj

(two better oﬂ'/vrbrant areas in terms of econormc actrvmes) and Rangpur and

erphaman (two worse oﬁ'/relatrvely depressed areas) The sample was drawn
througb muﬁr sfage purposrve samplmg Research was carried out from mrd—October
to mrd—November Area Offices (AOs) were chosen on the basis of diversified
acuvities. Each Vo compnsed 50 members on average and the total sarnple size
amounted to 195 All interviewees had 1o fill 2 structured questionnaire. They were
asked a range of questons about their loan uses and also to recall the sources of
instalment payments for the last ten weeks from the date of the Interview. However
as loans are disbursed at drfferent times througbout the year, borrowers were found to
be at different s'tziges of loan use. Consequerrtly; a number of members received their
loans less than ten weeks ago and could not provide evidence of repayment behaviour
for the specified time frame. The borrowers were the main respondents though they
were at umes assisted by other members of their household. Field visits were
undertaken to Gazipur and Matlab by the researchers as preliminary preparations to
conduct the study.

Fig.1: Loan use in sample

Others T TN Trade
23% ‘ I 19%

Rickshaw Cultivation |
8% 18% ;
Pa.ddy ™o ;.S\" e Semime AR POU l
12% - -Livestock - - - S%M I

- 15% | -
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1.4 Limitations of the study
* It was not possible to identify whether the members are associated with other
NGOS or not. o
e It was difficult to obtain reliable data onA money related matters using direct
responses from ent'n:preneurs whose records m@liy come from their, memory.
Besides, the members were cautious in replying as they felt frightened for
everything they said was recorded.
"~ o Sample size was small and selective and therefore, the study may not be an

accurate representation of the programme.

2. FINDINGS ON FACTORS AFFECTING INSTALMENT PAYMI.NTS
2.1 Micro-enterprises with gestation periods versus projects with immediate
returns

During informal di§cussions with the borrowers, it became apparent that household
cash flows are rio{glways sufficient to pay the weekly instalments. Borrowers often
repaid ‘even to the detriment of the economic health of their business even though
they had earned littl;. or no revenues. An important finding from our study was that in
enterprises with immediate returns, 40% of the borrowers repaid their loans partially
or exclusively from sources other than project income (figure 2). In the case of IGAs
with a gestation period this was as high as 81.7% (figure 2), indicating that project
revenue often does not cover lcan repaymént. This applies particularly to the first

instalment which sometimes is due before the micro-enterprise has génerated any

significant income. Montgomery (1993) su that

" informal >lender,s simply for weekly repayment due to the absence of any supporting
" mechanism from BRAC. ’
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Table 1: Sources of instalment payments

for micro-enterprises without gestation period

Source of instalment | ' Trade - Paddy Rickshaw Average
payments (n=38) Husking (n=16)
(%) (n=24)

Income from present foan - 69.8 el « 362 783 i i +mi60.0
Profit ﬁ'omlastloan ol ,/.».,—l{_.-;:;.-;’.:-l; R - OESEE) Wy SRStV IE e ;‘:s-.'o_3
Husband’s income - i, 17.7 10.0 11.1
Other IGA. . 44 0.8 Teafe ol % e 28

- Others ~ -~ 39 e 7 wo il By e 207
Husband's mcome+ other Y 254 S I b %
sources® - ;
Income generated from 54 19.2 10.0 10.6
presern loan + other IGAs
Mam]\ group members 39 0.8 s 2.4

*  Partly Husba:@ s’ thcome and partly income from other IG-‘; income ﬁ'om present loan, sell oﬁ'
property or: bormwmg from friends/relatives. '

The enterprises with no 'gest'ation- gaps had virtually no problem in paying the
instalment from the income eamed from the project. However this does not imply
that the instalments were always made on time or from the income earned from the

present loan.

From figure 2, our findings show that out of 40%, as mentioned earlier, husband’s
direct involvement constitutes 11.1%. Cases where the members had to either
borrow, sell off their assets, use income from other IGAs or partly use husband’s
income together account for 29% of the instalment payzﬁents. Profits from the last
loan only constitute 0.3% of the cases.

Considering the individual cases, for instance rickshaw, as in table 1, 78.3% of the
instalments were met from the income earned from pulling rickshaw. Another 20%
61' the instalments are covered by .borrowing, previous savings or profit from the
previous loans and this refers o the period when the husband is unable to drive due to

illness.
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In the majority of cases for tmde msmlmcm pnymcnts were made through the income
generated from the presem loan (69 8%) Thmy pcrcent of the instalments are
covered from a vanety of sources mcludmg income from other 1GAs (4.4%),
. husband’s income (7. 3%) and a combination of either the husband, other IGAs or

~ group mcmbets (18.5%). <it should be mentioned kere that only 4 women borrowers
| and 28 husbands of thc bormwers were found to be involved in trading. Women were
. found to be little mvolved in trading. their husbands seemed to rule the domain.
'Rural women are not stlll accepted in the market place and thus they have to rely on

men to conduct most of the market transactions.

For paddy husking, which is supposed to generate sufficient income within a short
span of time, only 36.2% of the total instalments were met from own revenue. It has
been observed that usuajl}' the profit afier the first husking is ploughed back which
leads to the increased dependence on secondary sources of income for instalment
pdymen;é. This constitutes support mainly from the husband who is directly involved
in 17.7% of the'cases and indirectly in 25.4% of the cases, along with income from
other IGAs or mcomc recexved from selling assets, or group members or contributions
from the sons. This has : senous implication in the sense that the husband is directly
or indirectly mvolved th‘ﬁ 2: 1% of the mst.a.lment, in spite of the fact that this
enterprise is a prof' t earmng ‘venture and members are not supposed to face any

difficulty regarding the payment of the instalments.

Usually the enterprises with gestation gaps meet the instalment payment during the
gestation penod from other livelihood supports or from the income earned by the
_ husband. Once ‘the gestzmon pcnod is over (when income from the pro_yem starts
accrumg) the member ﬁnds it relatively easier to pay from the project income and
' this holds trus for. any membershxp of length Our findings reveal that only 18.3% of

" the instalments are met by the present project and 34 1% from the husband’s income.



~ Tablez _Sources ofmxtalment payments for b e s
micro-enterprises with gestation period '

Source ot mstalment Vegetable Chick rearing | Cow mﬁng - Average - S

paymens | culdvation™ | (n=10) | (@=2) | ©n moes
) | (n=36) pa h ' '
lmmﬁ-ompmanloan ) 33.5 429 - 40 . 183 . .
T T N - 0677
.ii I*hxsbandsmoom: g | ]85 . T 214 | .- 466 341 .
]! omach__ o 176_‘ - - 96
] wonpropcm . ' T R Y A 0.9
' Othets 34 - 15.6 ‘8.7
Husbandsmcome*-otha 269 25.0 216 235.8
" | sources® ©*°* B o B g - : -
Income generated from 34 . = _.107 34 4.0
present loan + other IGAs ‘ ) '

' Partly Hysband's income and partly income from other IGA, income fmm presemt loan, sell off
~pmperry or borrq,wmg from ﬁ'x:nds/rdauves
,‘. .

In enterpnss like chxck rearing, income is recexved usuall\ cvery two months
depending on the sale of the two month oId cths thus enabhno a member to earn
four times a year. During the initial gestation penod funds are obtamed fmm the

husband or other IGAs for the payment of instalments. After the zestanon penod Is

over, 42.9% are financed from the project income and the rest from othe.r, sources,
mainly the husband’s income (46.4;A) wholly o; panly Similar result has been
obtained for vegetable cultivation where the gesﬁm‘bﬁ ;ﬁ>-eriod is normally one 10 three
months depending on the tvpes of crops cultivated.

The situation is somewhat reversed for milch cow rearing where the earnings from the
present loan account for only 4% of the total instalments. This is due to the fact that
in the majority of cases, calves were bought due to uhavailability of funds leading to a
longer ge%tzm'on period.  So the };usband’s ifxcomc 'comprised the largest share
accounting directly 46.6% and indirectly 21.6% of the total mstaJmems including

-

other factors also.
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i Table 3.‘ Sourcm of instalment payments for
multlple Joan use and housmg loan

~ | Source of instalment | TwolGAs, | TwolGAs | Housing | Others(including | Average
o _ oestation gestation culture + goat
(%) peiodgne | pesiod ' related
without (n=6) programmes)
', . (n=3) o (n=14)
! | Income from present loan 69.6 . 18.9 - 48.5 36.2 -~
[ Flusband's income - 324 n 30 9.2
Other IGA 43 - - 91 46
Others - 16.2 23.1 - 7.9
Husband's income + other 26.1 324 76.9 273 36.8
sources*
Income generated from - - - 12.1 53
_present loan + other IGAs

* Panily Husband's income and partly income from other IGA. income from present loan, sell off

property or borrowing ﬁ'om ﬁiends/relaﬁves B

Members performing two activities simultaneously, mamly one with unmcdaate
rewurns and one w1th a zesranon 8ap, pay 69. 6% of the instalments from the project
income. The husband’s chrect contnbunon 1s ml but he does contribute partly in
26.1% of the cases. In caggs where members are involved with two activities with
gesiation  gaps, .thé husbézgggs income source is significant. For housing loans,
repavment is made ‘:by the busband and other sources, mainly other IGAs, accounting
for 76.9%. | |

In all the cases observed, income eamned from other IGAs also played a crucial role
ard it may be mentxoned that other IGAs are undenaken with the cooperanon and

assistance of other famxly members

Stated bneﬂy, all the above cases have the followmg 1mp11catmns regardmg the
sources of mstalment payments - the pmJect 1s either unprof table or income has not
yet started gcneratmg from the prq;ect or money accrued from the enterpnse has been
used elsewhere due to funybxhlty ' ‘

.
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..2 Loansm

There were dxﬂ'erences in opxmons regm'dmg the loan sxze and the mstalment
pavments One group ‘was in favour of the e:ustmsz size statmg that a greater loan
sxze, though reqmred, womld lead to greater mstalment pa\ment as suﬁ; crent mcome -

e ol TRC PSR

 Another group complameu about the ceiling’ bexnz 50 low as proper lmpnememauon"{-”"}-.73'

of the IGA cannot generate sufficient income to make payments for the “weekly 7

msmlmems Yet there also emsted another mmomw group ‘who were not eligible for ™

the weeklypayment on even the minimum ﬂoor of Tl;"OOO

-

23 Bousehol?i sfructere

Household structures were considered with respect to the number of earning members
and household size to see whether these had any bearings on the sources of instalment

payments L ;
Table 4: Sources of mstalment payments bv '
number of earning members in the household :
Sources of Number of earning members in the household -} Ave- -
mstalment payments ‘ ; : rage
; (%) - 1 2 3 4 5
: Previous savings 0.6 " = - - 0.12
: Sel] off property 09 = & = 5 0.18
;m“ from present loan 56.5 356 12.2 15.2 - 23.9
! Profit from last loan 0.3 & = - - 0.06
Husband’s income 13.9 244 22.0 3.0 33.3 19.32
Other IGA 7.6 4 7.3 - - 378
Others 09 5.0 19.5 27.3 - 10.54
Hugband’s income + other 13.0 224 354 . 15.2 66.7 30.54 .
‘sources* i - .
Income generated from | 6.0 8.7 3.7 - 15.2 - 6.72
present loan + other IGAs ! ]
Mainly group members 0.3 - - 242 - 49

= Ppartly-Husband's income and partly income from other IGA, income from present loan, scil off

property or borrowing from friends/relatives.




The number of earning members in our sample ranged from 1 to 5. For the majority
- of cases in smglc earner househ‘olc{s instalments were paid through the income
generaied fivm the present luan (JZ .:;6). In few instances this was in combination
with either previous savings, borrowing or profits from the last loan (6%). In other
single earner cases instalments are paid primarily through the husband’s income
(15.9%) or thmug‘hﬂa combination of the husband’s income with either Previous
savings, selling property, profits from the last. loan, borrowing or the income
generated from the present loan (13%). A similar pattern emerges for 2 earner

households. -

In the case of three earning members the situation changes slightly in that for the
majority of households instalments are paid through the husband's income alone or in
combination with the other sources mentioned above (22% & 35.4% respectively).

For four earner households, husband’s income no longer figures prominently but is
still significantly high combined with other sources of instalment payments (15.2%).
The income generﬁted from the present loan is also an important source but again this
may be in combination with other sources. What does seem a little surprising is the
fact that in nearly a quarter of the cases instalments were paid through combinations
of borrowmg from friends'relatives and group members or through profits from the
last loan. 'With 4 earmpz members, one would have thought that members would
probably not-need to reson to these sources. In five earner cases, instalments were
paid primarily throughthe’ P_usband’s income.

From the above evidence one can deduce that the primary sources for instalment
payments seem to be the income generated from the present loan and the husband’s
income. As the number of earning members increases, however, the husband’s
income becomes a more significant source. Even if it does not wholly pay for the
instalment, it gongtheless may constitute a vart of it.

Moreover, an 1mportam aspect with regard to the income generated from the presem
loan and the husband’s income is that there may be some overlapping. For example,
the IGA mvcs’wd m wnh thc present loan may be rickshaw pulling in which case the
income generated from the present ]oan is also the husband’s income. Consequently,
the husband’s income as a source of instalment payment may be understated in
certain mstanccs Prcvxom savmgs or selling property do not seem to be significantly

. important.
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" Table5: ‘Sources of instalment paymentsa e s § St
. by hou:ehold aize -

Sources of instalment | : Number of membcxs in the household ”A - Average - .
payments .
%) 1-3 _4_-__6_ ] 748 10-12 g e

: Previous sa.\mgs T PRS0 S ,-."2014 fy o --._,-.—‘. j s’ gagl 2 —01~—’ ‘

Sell off property . .1* - ,’ ST I (- R SREETER S IR { w125 =

Income from present loan 316 | '43.1 - 407 .. w 28.85 7

Profit from last loan - - 0.5 - 0.125 ~

I'hsbandsmwm ~ 3.7 .16.6 19.1 265 | 23 925

o:ncrlGA Cesa 14} (188 ]| 83 - . 615 .

0#}@6 e & ¢ ‘92 . -1. 27 124 1. - L :6.075 i

Husband’s income + other | 6.1 220 20.1 474 239

Income geperared from - .| .93 | 31 26.3 9.675

present loan ¥+ other IGAs C C )

Mainly group members - B 4.1 - . 1.075 -

* Paniy Husband's income and partly income from other IGA, income from present loan, sell off .
property or borrowing from friends/relatives. 5

Household size in our sample ré.nged from 1 to 12 members. In the case of smaller
households (1 to 3 members) the primary sources of instalment payments came either
from the income generated from the present loan or the husband’s income. .

The findings do not change in the case of larger households. However, the number of
instaiment pavment sources seem to be increasing with nsing household size. In
other words this ifnrflies that increasing burden requires pooling of funds from
different sources to meet the weekly instalment.

Whether these different sources leave members in economic strife or énablg: them to
meet instalments comfortably is difficult to tell directly from the 2bove data. From
anecdotal evidence, however, it was generally found that members did not have to
drastically resort to borrowing or selling assets to pay instalments. Where borrowers
~ did express difficulties was in times of large unforeseen expendxtures for example,

med:cal care due to illness. As mstalment payments are fixed costs, these obvmusly
do not‘takc into account for temporary fluctuations. In these cases borrowcrs were
found 1o resort to borrowing or other measures to ensure that the instalment paymcnts

were also met.
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24 Membership length
- Table 6: Sources of instalment psyments

by membership length
Sources of instalment " Membership length (months) Average
payments .. -
(%) 1-12 13-48 _ 49+ ‘
Previous savings _ - 04 - 0.13
Sell oft property o - 0.6 - 0.2 .
Income from presentloan | 32.8 az.7 39.1 382
—-Profit-from-last-loan— et s ~E07
Husband’s income . 343 17.4 14.1 21.93
Other IGA ' 13.9 3.1 6.3 7.77
Others : - 7.8 3.1 3.63
Husband's income + other | 8 8 N3 I 260 18.7
“ " ,
Income  generated  from 44 6.7 10.9 733
present loan + other IGAs
Mamly group members 5.8 - 0.5 2.1

*  Partly Husband’s income and partly income from other 1GA, income from present loan. sell off
property or borrowing from friends/relatives.

Membership length in o;f sample ranged from 1 to § years. For the majority of new
members (i.e.”] year), {ngtalments were paid through the husband’s income (34.3%).
This seems to'change w:th membershxp age when the primary source of instalment
payment becomes the mcome ‘generated from the present loan (39.1%)

The fact that the primary source of instalment payments seems to switch from the
husband’s income to the mcome generated frorn the present loan seems to be a
positive sign. Havmg sald thrs thc husband’s income still has a significant role as
even aftcr more. than 4 years. rt partly consntutcs mstalmem payments in 26% of the
cases. Moreover a major drawback for thxs observatron 1s thc fact that we are
looking at cross-sectlonal dan Wc are thcrefore restncted in drawmg conclusions on
how Tepayment behavnour is changmg over a time framc in which we could
' reasonably assume repaymcnt behaviour to change. Thc sample size is also relatively
smail. The conclusion nonetheless is the same as above in that the income  generated
from the present loarm ‘an'd the husband’s income still- constitute on average the main

sources of instalment péymcnts regardless of membership length.

+ -394
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3. REPAYMENT BEHAWOI}R CASE STUDIES‘.

All the VO members had ¢ one chamctensuc m common, they Were all very eonserous

of BRAC rules and procedures parncularly regardmg loan payment. ’I'hey all revealed

thnt no matter what. loan pavment rgnst be made eﬁzen rf 1t means havmg L reduce"

ﬂmr oonsumpuon el ‘Recovery of loan is also ensured by tight supemsron of loan

utlisation by’ the staﬁ' and members Although most of the borrowers mmally

f"ﬁ_“.'"' eam e s

d*elmed to confess an) pr“ssure exerted by the ofﬁce staff or m'oup members" on

et e b A st o R

would be demed not onl\ 10 them but 10 the entxre group and thxs 1_tseif aets as a

~ powerful weapon to prornote loan repavxuerx__t on time. It IS quite ev1dent ﬂla.t an

e e

| important element of the success in mamtaxmng hxgh Tecovery rate has been peer ‘

rnomtonng and,_the‘ threat of future credit denial. Besrdes women who faH behmd in

. their repavment are pubhch scolded and they are oftenwvxsrted m thexr homes by
BRAC field staff or ; group melﬁbers - S & e W it N

Jamiron, wife of a van driver has been a member of BRAC for six years. She has
1aken four loans and has always invested in paddy husking though she is involved in
other income-generating activities like selling betel nut which earns her about Tk.550
\per month.. Her son helps her in selling the rice in the market and with the income
earned from this enterprise she pays her weekly_instalments. Ske does not demand
for a higher loan as she thinks that the weekly instalment is a problem. She has
missed two instalments because she lent to someone but did not get it back but the
office staff was reluctant to hear amy of the excuses. She cried, but in vain, and

having no other options, had 1o sell off her house to pay for the instalment.

Even some field staff have ad hoc ‘anméements with VO members, allo“;_irlg' partial
payment one week in return for additional payment in the next. In Kellai, Manikgonj,
in some chick rearing units the members were found either to pay the full instalments

after two morxths to the respecuve POs or buy on credit the food of the chicks to

TRDEP staff make mformal ]oans o members to ensure nme]y repayment, because,

unless such fi 1gures appear in their repayment book, their jobs are at risk.

ety ‘ ’_‘*§55

ensure the week)y paymem on tlme Rutherford ( 1993) found in his study that



If a member fails to pay thc mstalmcm, fellow members wxll usually contnbute while
' making it a private matter to_collect. from the dcfaulnng member It shows that
informal lending between members do occur. Hossain (1988).obscrves that other
ﬁxcmbcrs of the group also extend financial support to a member in times of genuine
difficulty. Simiiar finding has been confirmed in a UNICEF published report on
China - “if someone in the group has problems, we all help her out.”

Initially, the members help out others with financial problem; but then again such

" suppont is limited. ‘The members have to be persuaded and sometimes extreme
measures are adopted, e.g., forced acquisition of defaulters’ assets. In Barura,
Comilla, for example, other members sold the defaulter’s cooking pots and paddy to
raise the necessary funds. Similar finding has been observed bv Khan and Stewart
(1993) where a member’s house was pulled down by other group members as she was
unable to pay her house loan. Pressure from the loan officers or the group mem‘pefs

has been the most effective penalty within the programme.

Sufia of Nilphamari.had taken a loan, but before she could even think abowt using it
in a productive purpose, &+ husband, an alcoholic and a gambler used it up and
instead of hana’mg over hér"the weekly payments, he beat her around. Now she
cannot come to the VO meetmgs and payv back her instalment as there is no money in
hand and cannot even rely on others 10 help her with repayment. All the members are
 \furious with her as they have to compensate for her weekly instalments.

Dipali Rani, aged thirty and mother of three young children has been with BRAC for
|two and a half years. Her husband, before falling ill, wed 1o run a small Sfurniture
shop. Now, Dipali has to devote her entire time not only on household chores but
also looking afier the shop. She applied for a loan to cultivate vegetables but-bought
a milch cow iﬁsteadfor Tk.8000 as'it would give an immediate return. She admitted
that she would not apply for cmy more loans as it is too big a burden Jfor her to pay
the instalments on time. <~ _ ..

4. CONCLUSION

4.1 Concluding remarks
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Ow ﬁndmgs on loan nepayment sources have shown that project income does not

always play as y_nponant arole as is oﬁen assumed. Ahhough results dxﬁ'er according 7
to pamculax; exrcumstnnees, on most counts the .husband s income and other - --
hvehhood aenvmee pmved to be viml for members abllny to ‘meet lnsmlmem
paments 'I'he smdy looked at seveml factors whlch could help ex;p]mn thxs

Sowia =

\knen consxdenng IGAs in terms of gesmtlon rzaps, it was found that-even in the case

of mlcro-enterpnses whlch generate 1mmedxate returns, m 40% of the mstances

) vy ‘nnf' + m‘v An n“ov—onﬁ e SouTTeS—t o "—-o wﬂ‘n‘-—vm A ances ‘\'n .
ToTROT e —Soar ‘va—tG'TcJ 0T P

—.-.3‘:-5-.~w ,.-,-, ~

e\planzmon for thxs may be the nature of investments. Loans used in women s work

o e

tend to be m\ested m low nsL familiar and low productxvnv activities such as - -

wading Women are deterred from going into non-tradmonal ‘enterprises due to -
xmpedmn factors such as lack of access 10 the markets or low numeracy and literacy

skalls for example Thls also apphes for 1GAs vuth eestanon penods

Having said this, the above would also seem to impiy a strong assumption that loans -
are 10 be repaid exclusxve]\ through the income generated from the BRAC loan. Our
findings, how! ever have hx.hhehted the importance of the family unit poohnz funds
from severaI sources to meet household expenditure including instalment pavments.
Therefore the sources of loan repayments will not always be clearly defined let alone
from an individual enterprise. The implication is that this may be more due to the
family operating as an economic unit rather than the profitability of the micro-
enterprise. 'I'he importance and advantage of this concept is evident in the case of
loanees undenakmg IGAs wnh a gestation period in which case people have to re]y

on alternative sources anyway

This in turn may have an impact in terms of who actually controls the use of the loan.

Usually it is the husband who solely controls the finances (74% in our survey) and
women would simply be given the money to cover the repayment on time. Most
family earnings earned by the labour of many enters the family through the husband.
Since all the funds or most of it are accumulated in the hands of the head of the

family, the amount of ~insralmem also comes from him. In the absence of the
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‘husbhand, some members were found to hand the money over to their son and as a

result, have to depend on them for the timely payment of instalment.

For 1GAs with gestation gaps, members quite obviously had to pool funds together
from other soufc;s in order to meet instalment payments as fhesc are fixed costs and
thus inécnsistﬁit’ wn.h project retum. With regard to the household size, number of
eaming memb'ers— and membership length, the husband’s income and current loan

project income seem to figure most prominently in terms of instalment payment

Our findings revealed that borrowing from the money lenders is apparently growing
out of practice. Only two cases in our sampie admitted tovhaving obtained loans from
money lenders. However, this could be an under-representation as people considered

that borrowing from money lenders carmied a social stigma.

RDP has launched a biweekly repavment systexh to monitor the effect on loan

repayment. However, the overall impression seemed to be that members were

dissatisfied with the biweekly schedules as there is a tendency to divert income away

towards consumption :fx;hcn money is kept for a longer peﬁod The extent of loan

diversion is-well brqug‘ﬁ;v out in a study by David Hulme and Paul Mosley where it is

mentioned that credit is 6ﬁcn used for a series of independent income generating and

subsistence activities rather than for a specific micro-enterprise. This creates

difficulties for BRAC ﬁgld sta;ﬂ” in terms of screening loan applications and

monitoring loan use.

4.2 Recommendations - P

1. Loan repayment terms should be tailored to the seasonality of income patterns or
borrowers could be allowed to make smaller and more’ frequent repayment
depending on the cash flow of the project.

2. More scrutiny dunng applications :;md closer supervision of loan use may be

needed.



3. More mvestment should be dxrected towards training, accountxng and lxteracy skills |

—'4 2

for borrowers S0 that they can ‘deal more eﬁ'eeuvely wrth hrgher cash 'nvestments »
and complex -fechnology “This ‘will help them out of the tmdmona] sectors and

also enable them to plan business better.
4. Access to some sort of emergency fund would help borrowers in times of large

unforeseen expendmxres
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