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Preface and Acknowledgments

This paper is a status report of the monitoring and evaluation process surrounding
BRAC'’s Pilot Savings Projéct, initiated in July-August of 1996. It is a comprehensive look at all
the work that has been done surrounding the project, from literature review, to methodology,
results, and initial recommendations. If it sometimes seems meandering, this is because it is meant
to be a record of completed tasks and emergent ideas, aimed primarily at the BRAC-RED staff
member(s) who will hopefullv continue what we have come to see as a very important piece of
research. A more stream-lined and focused paper will be produced within the coming vear, as part

of my degree.
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policies of their respective organizations.
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v
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Particular thanks are due AMR Chowdhury, Director, BRAC-RED, for allowing an intern

considerable fresdom and responsibility - I have learned a lot. All errors of fact ;ind intczgprctation
- are of course m}"own.
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Executive Summary

During July and August of 1996, the BRAC Rural Devélopment Programme (RDP)
initiated a Pilot Savings Project (PSP), wherebv three experimental savings svstems were
implemented in various areas of Bangladesh, with a proposed lifespan of two to three vears. The
BRAC Research and Evaluadon Division (RED) undertook to develop a monitoring and
evaluation process for the PSP. This paper documents the first stages of this process. and presents
current research and experience on the topic. It is in particular aimed at BRAC-RED staff who are
interested in continuing work on PSP monitoring, and BRAC-RDP staff involved with the
management of the programme. This paper is in géneral concerned with BRAC’s transition from
an NGO involved in microcredit, to one at the forefront of the movement to provide flexible,

approprizite, transparent, and clear financial services to the poor.

Part One of this paper commences with an in-depth description of the present BRAC

04 e e st et .

savings system, and the three PSP models. This section is divided into ogficial policy and system in
practice, as it has been found that there is often a significant gap between policy and practice. The

normal system in theory essentially only allows savings withdrawals upon dropout, although some
° -

members may bz able to withdraw if they have been members for more thun five years, if they are

having kisti problems, or if they are in a crisis sifuation. M {ode! One cliows two withdrawals per
S
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year, the second upon repayment of the first. Official policy states that 25% of total savings must
remain on the account, but in bractice this amount is understood by various lcvels of staff and
membership in many different forms. The Model Two system allows open withdrawals unless the
member is bc;.hind on her kisti m which case a *fixed fraction’ of the loan amount must remain in
savings - in practice it seems as if a percentage of any outstanding loan ;vﬂl have to be in savings
whether or not the member is behind in payments. The Current Account system is separate from

BRAC’s normal savings and loan process. In practice, only women in chick rearing units sesm to

have access to this account.

In the next section, a description of ASA’s, BURO, Tangail’s, Proshika’s and Gramesn
Bank’s savings policies, and the evolution of these policies, will be presented. This is for
comparison purposes, as well as to emphasize the changes that Bangladeshi NGO savings policies
are currenidy undergoing. Each NGO discussed has within the Jast vear opened up its savings

policy, or is considering doing so.

A literature review of both external and BRAC documents completes Part One. Books and
articles reviewed are primarily from the 1990s, and are in general concemed with how the poor
save. Topics include: why NGOs should be involved in mobilizing savings, the benefits of
appropriate saving§ schemes to the poor, savings practices in the rural Bangladeshi context, and the

relation of savings to credit. To conclude the external document review, Marguerite Robinson's

1995 article “Introducing Savings Mobilization in Microfinance Programs: When and How?™”,
based on her experience with the Bank Rakyat Indonesia (BRI) in particular, is discussed at greater

length in the context of BRAC's current endeavours. Finally, three BRAC reports are reviewed.

-

Part Two includes a discussion of the objectives, methodology, limitations, and results of

the preiminary Szidwork, completed during July-October 1996. The objectives of the preliminary

9
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stage of research were essentially to gain an impression of how the PSP was understood and
regarded by management, staff, and members. This was in order to confirm the attitudes,

objectrves, and concerns surrounding different savings schemes, and to determine the quality of

Y

information dissemination.

On the basis of sixty-four semi-structured interviews, we discovered that all four savings
systems are being run in different ways in different branches and VOs. It seems most probable that
an interaction of different views creates actual practice. A comparison of the four different savings
models is therefore very difficult, and there is a considerable level of éonﬁxsion among members, m
some branches concerning withdrawal rules. It was determined that official objectives are fourfold:
to reduce drop-out rates from BRAC, to provide access for members’ to their own savings, to
improve client well-being, and to increase savings mobilization to the financial benefit of BRAC.
The first three of these objectives have been summarized as “the provision of flexible. appropriate.
transparent, and clear savings services”. In terms of reaction to the PSP, most BRAC field staff

and VO members interviewed strongly supported the proposal to open up access to savings.

Part Three includes a discussion of the objectives, methodology, limitations, and results of
the second stage of fieldwork, completed du;ing January-February 1997. In order to monitor and
evaluate the PSP in terms of the defined objectives, nqted above, a three-tiered process of remote
monitoring of financial data, spot-checking, and in-depth case studies was developed. Limitations

~and-the-general-applicability-of- the-study is discussed in_terms_of the_target group of the studv,
financial data, and dataAcollccu'on. It is surmisevd that the main limitation of the study is related to

the insufficient quality and quantity of financial data collection

.,Initial observations regarding financial data collected at the branches and Head Office are

presented at this point. Firstly, it is very important o disageregate types of savings and

10
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withdrawals, in terms of the forced 5% of loans that must be paid into BRAC savings, own-

compuisory and own-voluntary savings, and dropout and non-dropout withdrawals. Secondly, it is
noted that the inclusion of 2 Women’s Training Center account in the Paba Current Account
scheme may be a viable means of mobilizing loanable funds, as it can be easily predicted when
deposits and withdrawals will be made. Thirdly, a brief discussion of branch performance is
provided. Fluctuations in net savings due to the non-cooperation movement, Eid, and Durgapuja
combined with the commencement of the PSP models, reveal the effects of crses and social
pressure, and further underscore the need for opening access to savir@. It is hypothesized that that -
as members’ confidence in BRAC and its savings policies rises, withdrawals will decrease in
equency and increase in size, causing a net decrease in withdrawals. Fourth, the contribution of

savings to subsidy independence is briefly discussed.

The purpose of spot-checking is two-fold: to determine any concerns and problems relating
to the PSP models at the branch stzff and member level, and to check how the relevant modzl is
being run. It is recommended that in future work more attention be paid to regions that have not
vet been wvisited (i.e. Current Account branches in Khulna and Kusthia), and to spot-checking

drop-outs in branches under the thres PSP models.

The main objective of the in-depth case studies was to allow issues regarding savings’

practices and the determinants of these practices, and women'’s opinions regarding various savings

policies including those of BRAC, to emerge. Results are divided into /ncome Frequency,
Location of Savings, and The New BRAC Accounts and [mpressions Regarding BRAC Savings

Policies, and findings from the preliminary feldwork are also included here.

-

Firstly, it has been noted that about half of the incomes available to our cases are daily
incomss, and that most of thess are women's own. Further, dailv or twice weekly bazaar is

N
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common. Secondly, it is apparent that in somc areas in particular women have a significant amcunt

of extra-BRAC savings, and it is unusual for 2 woman not to have any extra-BRAC savings at all.

Thirdly, many women had not heard about the PSP system on offer in their branch, and
some of those who had were not allowed to withdraw. Most women were pleased about the
opportunity to have access to their savings, ‘;xlthough most women who we spoke with under the
Model One system did not like the idea of repaying savings to themsetves. Most of the respondents
who have made withdrawals and who wish to make withdrawals have done or will do so for the

purposes of investing in business or land, or for coping with crisis.

Recommendations have been made based on the two stages of ficldwork, background
literature, and discussions with other researchers and practitioners. It is» concluded that BRAC
should focus on making its savings services flexible, appropriate, transparent, and clear. In
terms of ﬂcxibﬂity, differentiated savings services shou.ld be offered (current account, savings
account, and ﬁxed deposit scheme), with the possibility of shifting between the svstems. In terms
of appropriateness, BRAC should allow fixed deposit account holders to choose bem‘;;n savings
‘E{mds’; more frequent deposits should be allowed; and borrowers should have the cpportufx;t}: to
store loan amounts before investment. In terms of transparency, three recommendations are made.

Firstly, member pﬁssbooks should always rest in the member’s hands, should include cumulative

totals, and should record the same information as at >the branch. Secondly, members sheuld

complete courses in_basic numeracy. Thirdlv. savings and loan securitv should be separated.

Finally, in terms of clarity, PA training should be emphasized, as well as the strengthening of

N

somity leaders as resource women, and appropriate advertisement.
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Glossary

drop-out any member who has left BRAC; cause might be member’s own or
- family member’s decision, BRAC’s decision, death, migration ctc.

forced savings 5% of any BRAC loan that must be deposited into sa‘vings

HO Head Office

IAS Impact Assessment Study

kisti loan installment

loan also called ‘matching amount’; a percentage of the loan that must be in
requirement savings before = loan of that size is issued

matir bank clay bank

maund approximately 40 kilograms
mohajon monevlender
Moulavi man with religious knowledge, often in charge of a mosque as an imam

who leads praver and/or as a mua=zin who gives the <ail to prayer

mustimont; the handful of rice that most rural Bangladeshi women put aside when
chai they cook each meal

OWn savings weeklv deposit into BRAC savings; "own - compulsory’ is the weekly
minimum amount and ‘own -voluntary’ is any amount above this

PSP Pilot Savings Project
RDP Rural Development Programme

RED Research and Evaluation Division

savingsloan———one-type-of savings-system-whers- members must repay-any-withdrawn—-— — — e -
savings to their own account

somity group, club

VO Village Organization; ideally composed of 33 - 40 members
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Introduction

Over the last two and one half decades, BRAC hay emerged as one of the largest and
strongest NGOs in Bangladesh. In particular, BRAC’s credit programme - along with those of the
Grameen Bank, ASA and Proshika - is one of Bangladesh’s ‘big four’ in development-focused

microcredit, as well as one of the most prominent and extensive programmes in the world.

In the last few years, however, there has been an increased tendency for many interested
researchers and practitioners to begin to focus on microfinance, rather than merely microcredit.
Savings services are a fundamental part of financial services as a whole, and it is now starting to be
recognized that most aspects of savings services have been in large measurs neglected by NGOs
involved in lending to the poor. This paper is in general concerned with BRAC s transition from
an NGO involved in microcredit’. to one at the forefront of the movement to provide flexible,

appropriate, transparent, and clear financial services to the poor.

During July and August of 1996, the BRAC Rﬁral Deu'eiopment Programme (RbP)
initiated a Pilot Savings Project (PSP), whereby three experimental savings systems were
implemented in various areas of Bangladesh, with a proposed lifespan of two to three vears. The
BRAC Research and Evaluation Division (RED) undertook to develop a monitoring and
evaluation process for the PSP. This paper documents the first stages of this process, and presents

current research and experience on the topic. It is in particular aimed at BRAC-RED staff who are

intcrested in continuing work on PSP monitoring, ‘'and BRAC-RDP staff involved with the

management of the programme. However, it is also hoped that both researchers and practitioners

-

' Microcredit is, of course, only part of BRAC’s development activities, along with a range of health and
populadon, education, training, and research endeavours.
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" in other NGOs will find this helpful in their own pursuit of better savings policies for poor

{ customers.

Part One of this paper commences with an m-depthﬁg§§cﬁpﬁon- of the present BRAC
savings system, and the three PSP models. This will be divideé mto official policy and system in
pr'acticg. Much of this in_fonnation was gatheréd during the ﬁrst stages of research, discussed later
in this papér. However, it is prescﬁte& here in ordef that the reader can understand the PSP svstem
immediately, and thus understarid the discussion to follow. The savings policies of four other
Banglédcshi NGOs - ASA; Proshika; BURO, Tangail: and Grémeen Bank® - will then be’
described, followed by brief literature review in two parts: internal BRAC reports, and external
dqcummts dealing with contemporary ideas about savings services for the poor in Bangladesh and

elsewhere

" Part Two consists of an account of the first stage of the PSP monitoring and evaluation
process. In this stage, official objectives of the PSP were confirmed, amimdes surrounding savings
policy at various levels of BRAC staff and clientele were explored, and the quality of information

dissemination investigated.

On the basis of this preliminary work and the objectives defined, a thfec-smge monitoring

and evaluation proceés was developed, and this will be discussed in Part Three. This process

consists of: remote monitoring, primarily of financial data; spot-checking of PSP practices and

attitudes towards the ‘various savings policies; and in-depth case interviews, exploring the

= -

* The Grameen Bank is in fact no longer an NGO, but a registered bank, thanks to a unique regulation provided in the
Ershad period. For simplicity’s sake, m this paper ‘Bangladeshi microfinance NGOs® can be assumed to include the
Grameen Bank. ’

7
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determinants of rural Bangladeshi women's savings behaviour. Limitations of the mcthodology, in

terms of data collection in particular, will also be discussed at this point.

In Part Four, the authors’ conclusions and recommendations for both the PSP itself, and
the monitoring and evaluation process will be presented and discussed, in the context of the
information and ideas presented in the paper. It is argued that in order for the PSP to be successful
in all four of its major (and inter-related) objectives - the provision of access to savings, client well-
being, decrease in drop-out rates, and the economic well-being of the BRAC financial programme
- flexibility, appropriateness, transparency, and clarity of services must be the kev focus in the

future.

PART ONE: BACKGROUND

BRAC Savings policies in theory and in practice

At present. BRAC is operating its ‘normal’ savings system. as well as three different
experimental models. According to our research, BRAC management has four major goals with
regards to this savings exper@ment: to reduce drop-out rates. to increase savings mobi.lization to the
financial benefit of BRAC, to provide access for members’ to their own savings, and to improve

client well-being. These goals are all inter-related, and will be discussed in greater detail below.

In this section, the four systems will be described, first in terms of the official poiicy, and

then in terms of how the systems are being put into practice, according to our fieldwork (discussed ™

below). If a certain point is not- mentioned in the ‘In practce’ section, it can be assumed that it is

according to official policy.
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1. Normal System

A. OfTicial policy

Deposits: VO average must be Tk. 5 per member per week; minimum of Tk. 2 per
member per week (‘own savings’) ; in addition, 5% of amy loan disbursed (‘forced
savings’) must also be deposited. Before 1995, the compulsory deduction was 10%: 5%
went into the member’s savings account, and 5% went into the Group Trust Fund (GTF).

Deposits for the GTF are no longer collected.

Withdrawals: It is possible to withdraw 25% of total savings afier 5 years of membership,
50% after 10 years, 75% after 15 vears, and 100% after 20 veas or when the member
drops out. It seems as if this system has been in large part officially phased out, so that

withdrawals are only supposed to be available upon dropout.

Interest: 6% interest is samed annuallv on the June balance.
B. In practice

Deposits: Each branch, and often each VO, sets a minimum deposit level, usually of Tk. 3
but often of Tk. 10, and sometimes of Tk. .

Withdrawals: ﬁe majority of savings withdrawals probably go to ‘dropouts’ - members
who have left the VO due to ~dcath, migration, old age, their own choice, or BRAC's
choice. However, a significant proportion of withdrawals also seem to go to:
¢ members who have besn BRAC members for more than five years and qualify
under the quasi-defxmct.par!ial withdrawal rule;

e members in a crisis situation; and

¢ members who are having As7 (Toan mstallricht) problems; and awthorizethetr————~—
savings to be used for their loans but do not drop out. It seems that some
payments made on outstanding loans from savings were initially authorized by
the women concerned, but thét other ‘automatic” adjustments have been made,

with the women being asked to sign later.
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2. Model One - in place in Amdia (Narsingdi), Puthia (Rajshahi), Gobindgonj (Gaibandha)
A. OfTicial policy

Deposits: Any amount can be deposited to savings accounts. The own savings and forced

savings rules remain intact.

Withdrawals: Savings can be withdrawn for any reason, unless the member is behind in
one or more kisti. Two withdrawals per year can be made, as long as the first withdrawal is
refunded before the second withdrawal is made. This system can therefore be called a
savings loan system. Members of less than one vear may not withdraw. 25% of totai
savings must remain in the account - i.e. if [ have Tk. 1000 T can only withdraw Tk. 756.
Savings loans must be repaid within 46 weeks by weekly installment. To open an account.

a signature card with attached photo is required.

Interest: 6% interest 1s eamed annuallv on the June balance. Self-evidenihy. the member

will not receive interest on any withdrawn savings.

B. In practice the Model One system operates and is ‘'understood in various ways. For
sxample:
Withdrawals: The amount that must remain in savings, as understood by various levels of
staff and membership, ranges from:

e none;

e one-fifth;

e 25% of any loan taken;

e 25% of the total savings amount;

¢ the loan requirement, increasing with cach loan taken (2%, 5%, 10%, or 2.3%,

%, 10%, to a maximum of 20%);
. own - compulsory savings;
¢ one-half of savings;
e two-thirds of savings;

¢ 40% of savings.
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It seems as if the amount that must remain in the account depends, perhaps, on an
interaction of the particuiar staff member’s understanding of the system and her/his
perception of the credit and savings behaviour of :{_panicular member.

In one branch, there was uncertainty whether or not a woman had to bring one or more
other VO committee members with her when she comes to the office to make a
withdrawal. In the same branch, the Current Account passbook was being used for Model
One withdrasvals and refunds.

Another Model One branch was phasing in the system slowly due to what are perceived by
branch staff as practical difficulties with information dissemination. In this branch.
currently only about 6% of members have been motivaied to open an account, in perhaps

one quarter of VOs. Members are discouraged to withdraw if thev have outstanding loans.

Interest: It seems likelv that in practice no interest will be given on withdrawn or
remaining savings during a year in which a withdrawal has been made - i.¢. the account

becomes a current account as soon as a member withdrass.
3. Model Two in place in Sonargaon (Narsingdi), Paba (Rajshahi), Palashbari (Gaibandha)

A. Official policy

Deposits: Any amount can be deposited to savings accounts, maintaining the own and
forced savings rules

Withdrawals: Any amount of savings can be withdrawn for any reason, at any time. An
loanee behind on her Azsti must leave a ‘fixed fracdon® of the loan amount in her savings

account if she makes a withdrawal. This ‘fixed fraction’ is probably the loan requirement.

Interest: 6% interest is carned annually on the June balance.

B. In practice there are more restrictions.

Withdrawals: In most casss, a fracton of an outstanding loan must remain in the account
when a withdrawal is made, whether or not the loanee is behind in her As#/. In no case <
the member withdraw her total savings and remain a member. Many staff, and some

members, believe Gzt swihdrawals must, or at least ought, 1o be repaid. A significant

249 -
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number of staff and members feel that if a woman has many (or any) &isti left to repay,

that she will not be allowed to withdraw.

4. Current Account system in place in all branches in Rajshahi (excopt Puthia), Bogra, Kusthia,
and Khulna

AL OffTicial policy

Deposits: Deposits are made at the branch office. The minimum deposit amount is Tk. 50,
and the account must have a minimum of Tk. 30 in it in order to be active. Note: this

system is completely separate from BRAC’s normal savings and loan process.

Withdrawals: Cash withdrawals of minimum Tk. 50 can be made at any time at the
branch office. If the balance is less than Tk. 50, the whole amount must be withdrawn, and
another deposit of Tk. 50 made to reactivate the account. To open an account, a signature
card with attached photo is required.

Interest: No interest is earned.

B. In practice: In some branches. the account is only made available to women involved
in BRAC chick rearing. g

Deposits: Deposits and balances of less than Tk. 30 have besn noted.

Savings policies of other NGOs
In this section, there will be a brief description of ASA's, BURO, Tangail’s, Proshika's

and Grameen Bank's savings policies, and the evolution of these policies. This is for comparison

purposes, as well as to emphasize the changes that Bangladeshi NGO savings policies are currently

undergoing. It should be noted here that these are the NGOs orficial policies, as the authors i

general did not interview members of the four other NGOs.

250 2



Draft
ASA - The Association for Social Advancement

For the first twenty-two vears of ASA’s history, ASA’s foci were on social mobilization.
education, human resources, health, relicf, and similar endeavours - it was only in 1990 that ASA
recognized that the financial needs of the poor had been lurgety unaddressed by social mobilization
schemes, which have in large measure left the financial power structure of villages intact. In 1991
ASA included in its programming poverty alleviation through microfinance, and the organization

has been since developing into a financial intermediary, with commercial funding.®

From July of 1992, a mandatory savings of Tk. 2 © weak was introduced, and this amount
has risen gradually to Tk. 5 - 10 / week over the past four and one half years. Each group of
twenty members sets its own level which each member in the group must follow*, and most groups
have set an amount of Tk. 10 or more. 8% intersst is earmned on mandatory dzposits. New
members cannot take a first loan until 10% of the loan amount has been deposited; there are ne

other linkages betwesn savings and credit.

If the member has more than Tk. 300 in their account, up to 90% of mandatory savings
can be withdrawn, but only for emergency (i.e. not consumption) purposes. Withdrawn savings are
treated as a loan: members must pay back the withdrasvn amount plus 5% interest to their own
account within a 45 week period. Only nppmxinmt;ty 10% of members have availed themsetves of

this service.

In November of 1996, a voluntary savings mobilization programme was initiated in thres

units (a unit contains 60 - 72 groups). Expansion is through a ‘leaming by doing’ approach. By

-

* Including PRES (from 1992), Agrani Bank (from 1994), and BASIC Bank (fom 1995) funding.

" A standardized deposiz cmotnt & pamarhy {on zase of accountng and fo discourage corruption armong sttt
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January 1997, fourteen branches had voluntary savings schemes, and by December the target is

for all 500 units to be mobilizing voluntary savings. Voluntary savings has been introduced for two

main reasons:

The new system allows for 100% withdrawal of all voluntary savings (this is above and
bevond the Tk. 5 - 10 mandatory level). Depending on the frequencv of withdrawal, betwesn the

bank rate and 8% interest will be earned on voluntary deposits.

Buro, Tangail

In 1989, Buro, Tangail (BT) began with a 3-branch pilot project. At that time both
deposits and withdrawals were completely open. Because BT did not vet have donor funding, and
because members were testing out the new NGO, huge ‘dquidity probiems resulted. Due to this, the
1990 ‘General Savings Scheme’ that was introduced on the basis of this pilot project disallowed

member withdrawal at the time of an outstanding loan.

Otherwise, rﬁembers can withdraw any amount at anytime, leaving Tk. 10 to keep the

account open.” Reasons for withdrawal are recorded burno one is turned down: if a woman does
-——— not-want to give the reason. behind her-withdrawal, the manager.does not pressure. her,-During Eid - —oenme

and Durgapuja. January (when school admission fess are due), and w'm;cr in general (when people

build and repair houses), withdrawal rates increase rapidiv. This does not cause a liquidity problem

as 20% of mobilized savings are kept at the branch as liquidin: and there is never more than 2%
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withdrawn at a time. At ont point, a rule was in placz whereby “Villege Development Workers
are paid a 2.5% commission on the q:x-wngs they mobilize; it is not clear if this hay occurred in
practice.
In the General Savings Scheme, a Tk. 5 / week minimum savings deposit was introduced.

éThere was no maximum deposit, howe\'Jer, any amount above Tk. 15° had to be deposited at the
branch office rathér than in the village during the weekly village meeting. People do take advantage
of this opportunity: in the week previous to mv interview at BT, a woman deposited Tk. 5 000 -

remitted backwages from her husband who is a garment worker in Dhaka. Savings eamm 7.5%

mterest cach month, on the average balance from the first to the seventh of the month.

In January 1996, two changes were made. Firstly, the limit for deposits made at weekly
meetings was raised to Tk. 200." Secondlv, a Fixed Deposit Scheme commenced in two pilot
branches. Due to political instability, the scheme did not properly begin untl April-Mav. At present

- 300 accounts have been opened. The interest rate wiil be 15% compounded annuaily for a perod
; of three years. Members must make a weekly deposit of an amount of their choice. Onginally the
savings ‘bands’ were Tk. 3, 10, 13, 20, but due to client demand, the maximum has bezn raised w
Tk. 130 / week. This is higher than the government Deposit Pension Scheme maximum amount.
and it is not expected that BT members would be able to maintain such a high level of savings

consistently.
—

i
i
i
|
t
I
1
i
1

* At some point a2 Tk. 100 minimum for withdrawals and interest payments. as well as a once per weaek limit on
© withdrawals, was-f force; it is unclear if' these nules have been followed in practice.

| * One source states this figure as Tk. 50 (1).

! 7 An assessment of the systemn after this change can be found in reference (1); see below ‘Literature Review -
[ External documents’.
i
H
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Because BT members are demanding an even more open withdrawal system - i.e. where
withdrawals can he made even when members have a loan - BT will test an open withdrawal
systemn in two branches in 1998. The interest rate will be reduced for this account, perhaps to

4.5%.
Proshika

Proshika’s financial services are presently organized in a rather differsnt way then any of
the other NGOs discussed here, in that the group is the focus of Ichding and saving, and dccisicn-'
making, rather than the individual and NGO staff respectvely. Savings has been considersd
primarily as an institution-building measure, and secondarily as a means for members to buiid their
own capital rather than a means to augment Proshika’s Revoiving Loan Fund. As the 1995-6
Activity Report states, savings are important for group cohesion, collecuve financial responsibinry.,
‘accomodatativeness’ in group decisions. as well as 1o develop a savings .habit and “10 prove

themselves to be financially mature enough to undertake emplovment and income generation

activites.” (2)

There is a mandatory savings amount of at least Tk. 5 / week / member. This 1s not,
however, managed by Proshika, but by the group itself. About one-third of groups have deposited

their savings accounts in banks, under the group name, for reasons of security, social status, and

‘commercial-reasens 2-Evervone-saves-z-uniform ameunt, which-is no- more-than. the pooreste. .——
member can save. During harvest periods and other times when members may have a windfall

income, members may have the opportuniny to deposit more than the standard amount.

> Frobably awEnrand retems nveprse s T busiees
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The group, through its president, sceretary, treasurer and working committee, maintains all
savings records. Proshika staff ensurc that members are making their weekly deposits, but they
only guide and suggest how 1o use and manage the savings. Instead, the group makes all decisions

about whether and how an indvidual or the group may use savings.

Savings are linked to credit through tﬁc requirement that 10% of any project cost is
invested by the group.” Loans are disbursed to the group for either group or individual lending, but
if the group agrees, savings amounts can be for investment without Preshika inputs. However, as it
1s assumed that “funds based on groups’ savings ﬁndcrsmndab]y can’t be very large”, and that “the
value added to this fund by the hardship from which the savings come. make the group members
extremely cautious in <its> use”, savings are usuallv only invested in traditional. capital unintensive

projects.(2)

Total withdrawal is essentialtv only on drop ouf, however, for cmergency purposes such as
illness the group may dcéide that a member can withdraw. When the savings has been invested or
placed in a bank, a member can withdraw up to 25% of the ‘dividends” of that investment, with
the group’s agreement. This rule was implemented two or three years ago on the advice of many

Proshika members.

Commencing in June of 1997, Proshika will be initiating a new savings policy. Essendally

-———the-new system-willconsist-of members-cheosing. to- deposit-their savings- with- Proshika,- rather-

than with the group or at a bank. Many members are interested in the new plan for security
reasons. Savings amounts are not expected to increase, only the location of the deposit. Many

stails, such as interest rate and scope for withdrawal, have yet to be worked out.
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Grameen Bank

The Grameen Bank is just that - a bank - and it operates under rather diffcrent regulations
and conditions from BRAC and the other NGOs mentioncd above, in particular with regards to
savings policy. Grameen Bank is regulated under the Grameen Bank Ordinance, a statutory act
from 1983, and is therefore different from both a normal bank, which is linked to the Central
Bank. and from NGOs, which, under the Societies Act, are forbidden to mobilize savings from
non-members. Grameen Bank'’s savings policies follow two general schemes: those that are under
members’ control, and those that are run according 1o standard bank procedures. Group Funds
and Center Welfare funds are run by members, and Personal Savings Accounts and Current
Accounts are completely indnvidual accounts. Further. cach member owns one Tk. 100 share m

Grameen Bank. and these shares ars transferable upon leaving the organization.

The largest savings system by far is the Group Fund, which to date has mobilized 333
crore taka, and 1s presently at a balance of 349 crore taka. Every member must deposit TK. 2
week'® into the group fund, as well as deposit a ‘group tax’ of 5% of any loan disbursed. Other
than this ‘group tax’, savings and loans are completely separate, and even a member who has an
outstanding or overdue ;oan has the possibilit? to withdraw savings. The TK. 2 deposit amount has
been standardized primarily for monitering and projection purposes: thé_ attendance in meetings

can zasily be checked to ses if it corresponds with the savings amount.™

This savings fund belongs to the S-member group. and it is more or less up to the group

how it is used. Up to 50% of the total group fund can be withdrawn by a member if the group

-
° For axample, a Tk. 50 000 project will be funded by a Tk. 45 000 loan from Proshika matched by Tk. 5 000 Gom
gTOup savings.

"% Undl two years ago the deposit was Tk, 1/ wh

257 y



Diaft
agrees. Groups are reportedly cautious about letting members withdraw for social consumption
purposes. Due to the fact that the member is probably withdrawing more than she herself
‘deposited, she must pay the savings back by installment within a year. Members can negotiate the
installment with the group month by month. It is up to the group whether or not interest is
charged, but most groups do not decide to do so. If there is a natural disaster, the group can take a
decision such that more than 50% can be withdrawn. Members who have suffex:ed a severe
personal crisis often go to other groups and even other centers to borrow from group funds thers.
8.3% / annum interest has been paid on group funds since 1983. !;'I:mbers can reclaim ther own
savings ten vears after group formation, and some members have dene so, often transferring their

savings to a Personal Savings Account.

The second group-run account is the Center VWelfare Fund which members voluntarity
make contributions to for investments in such tlungs as children’s sducation. Approsimately 22

crore taka are in this fund at present and the interest rate is the same.

The Personal Savings Account, initiated in 1987. is Gramesn Bank’s voluntary savings
account - if members wish to deposit more than Th. 2 / week, they do so into this account.
Withdrawals are open. The same interest rate of 8.5% / annum is charged, uniess 2 member makes
more than two withdrawals in a week, in which case she will receive no interest for that month. as

per commercial bank rules. Grameen Bank staff salanies are paid into this account, so there is a

highly fluctuating savings level as staff withdraw their salaries within a few days of its payment.

Personal Savings Accounts at present have a balance of about 32 crore taka.

¥ : B - . . N VS Wl a
' On investigating the ‘Consolidated Cumulative Statement” of January 1007, this acruclly doss balance.
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The final type of account is a Current Account, which mostly caters to non-Grameen
Bank group members. As per bank rules, there are no restrictions on these accounts: both deposits
and withdrawals are completely open, and po interest is paid out. This account was also initiated in
1987, and at present there is more than 60 crore taka in the account. More than 900 of Grameen

Bank’s 1079 branches have chesen to offer this service.

At this point, Grameen Bank has not put a lot of energy into mobilizing larger deposits
from non-members, although thers are no legal restrictions against them doing so, as there are for
other NGOs. There are two main reasons for this. Firstly, there is the concern that staff will over-
emphasize large deposit mobilization to the neglect of poorer borrower members. which wouid

conflict with Grameen Bank s basic philosophy of providing credit to the poor.

Secondly, at prescni Grameen Bank pays 8.5% interest on savings. despite the fact that the
bank rate on deposits has dropped to about 6%. Grameén Bank is able to borrow funds from the
Central Bank at 7 - 7.5%’.2, or on the money market at 2 - 4% for short rerm loans. Therefore.
mobilizing savings will not be an economically useful thing for Gramsen Bank to do unless funds
become more expensive and'or savings mobﬂizntion can be done in a very cost effective manner.
Savings are thus considered by the 4Gramc=n Bank as a service to the rural poor, raising their long-
term viability through helping them cope with crisis, rather th@ as an addition to Grameen Bank

capital,

Demand for flexible services such as current accounts, savings accounts. and a place to

accept and store remittances from abroad, is growing, in particular from those regions with a high

% This is the bank rate (prime rate) of 5-6%%, plus the deposit raie Ly sommersial 5 ¢ e Canmad Bank.
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ratc of intcrnational migration such as Sylhet, Noakhali, and Comilla."”® In August and September
of 1997, Grameen Bank maﬁagemem will discuss and dcbatc whether to open up savings
mobilization cﬁ'oﬁs even further, to encompass those with potentially larger deposits. One
possibility is to earmark certain branches as deposit-takers only, because the Bank does not fesl it
could also offer the larger loans that larger depositors would want, only to those larger depositors.
An expansion of this sort also implics an increased pressure on an alreadv overloaded staff. As
branch computerization increases and electricity supply problems are owvercome, savings

mobilization may not be such a strain on workload.

LITERATURE REVIEW

External documents

It is not the author’s infention to review all literature related to savings and development
finance - indeed, a complete review would be most notable in its sparsity, relative to that of credin
as well as in its historical propensity te deal with the percerved ipability for the poor to save." As
an indication of the inaccuracy of such a belief, Binavak Sen, in his article “Rural Savings and
Investment: Trend and Determinants™ (4) suggests that the extremely-poor.hold 13.5% of therr
assets as savings (including gold, cash. and food stocks). and the moderately poor hold 26.8% of
their assets as savings. Further. over one-half of the landless have some savings. This is despite the
weak savings performance of the rural population as a whole - about 40% of the sample

~——hounseholds had_a_zero_or_negative_savings_rate in 1994, and about one third of houscholds

classified as non-poor had no savings at all,

2 . . . - . i
Further, appropriately designed old age pension and insurance schemes may cease the outflow of Group Fund
savings, and provide aaseful service to the poor.

¥ As late as 1990, in his important and usefil manual Financial Management of Micro-Credit Programs, Rober
Christen assumes that the programs in quastion will be non-savings mobiiizers. Although this & primaniy due to
restrictions in most countries disallowing them to do so, rether than Christen’s pereeption that the poor cannot sva,
it is 2 notable gap. (3) ‘

31
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In order to introduce rgaders to the most current ideas on savings issues, [ will present a

sample of recent literature, primarily from the 1990s but commencing in the mid-1980s, which is

. in general more concerned with how the poor o save. Although as mentioned the amount
Titerature is relatively meager, there has certainly been enough discourse and evidence of this fact

over the past decade that one wonders that it needs to be presented again.

In 1986, Robert Vogel wrote an aptly-titled article, “Savings Mobilization: The Forgotten
Half of Rural Finance”, based on his experience with a project in Peru (3). Savings were beginning
to be considered in some circles, often referred to as the “Ohio School’. as part of “the trend in

thinking awav from subsidized credit”. In this paper, Vogel bemoans the fact that in the previcus

decade, credit-focused papers outnumbered savings-focused papers - which were predominantiv’

concerned with the determinants of savings ratios rather than the management issue of savings
mobilization - by about five to one, and that pro-savings mobilization Xpericnces were in general

ignored. Further, he comments,

He suggests two reasons: savings mobilization is inconsistent with low-interest rate lending", and it

iseasierfor organizatons 10 mobilize Tesowcsy from governments and”donors, rathier than from

the rural poor. A decade later, most microfinance institutions (MFIs) in Bangladesh have long

abandoned subsidized interest rates for credit, and it is becoming more difficult to sceure donor

' This is true from the perceptive of both the lendar, for whom & 2 7o Yand out evpensive finds ata

1e
negligible rate, and the bomowsr, for whom cheap credit mades i lasy
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funds - hence the beginning of the movement towards savings mobilization by MFIs. Vogel goes

on to make four arguments in favour of savings mobilization:'

Vogel completes his paper with a look at how savings were successfuily mobilized in 2 Peruvian

project.

' A summary of Marguerite Robinson's usefil list *Voluntary Savings Mobilizaton - Mulfiple Benefits™ can be
found in Appendix 1. During background reading and discussions related to this report, I came across twenty-four
possible benefits of strengthening savings mobilizaton efforts and opening access to savings. This list was utilized in
the first stape of feld work to detarmine the official objectdves of the PSP,

I
w
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Also in 1986, but concerning Bangladesh rather than Peru, and from a differant
disciplinary ficld, Thérése Blanchet wrote “Rural Women, Savings and Credit: An Anthropological
View” (6). This interesting study investigates the cultural understanding of women’s economy in
two rural Bangladeshi environments, at a time when there was no successful NGO MFI in those
regions, due in part to a great mistrust of savings schemes and banks. She studies the practices of

musti chal, keys tied to the ends of saris, and moneylending , all in the context of poverty and

Islam. Blanchet points out that activities like musti cfial are

Two vears later Clarsnce Maloney and Ahmed Sharfuddin published Rural Credit a

Savings in Bangladesh(7). This book further slucidaizd many local slements of savings. such as =2
fungibiiity of the savings, investment, and consumption concepts, women's secret savings, fco

stocks and other savings in kind, and the social valuz of saving. It also discussed sources and tvpes
of rural credit, as well as the rise of informal savings and lean groups. perceived by the authors as
a new phenomenon in Bangladesh and related to the rise in savings and credit schemes run by

government, NGOs, and cooperatives.

In 1989 and 1991, Maria Otero published two articles (8,9) which deal with savings in
———=selation-to-NGOs-involved- thh ﬁmmce ~heralding-in-a decade-where researchers-and-practitioners———-——
are increasingly critical of the ‘credit fundamentalism’ that has developed out of the successes of

Gramesen Bank and like organizations.!” She discusses some of the factors which affect savines,

-

 In this, the year of the Microcredit Summit in Washington C.C.. "micro-financs 2v: mg:lism‘ as Ben Rogaly cals
it se2ms to be winming (7). Rogaly suggests that the emergant ~biuzprint approuach” to 'n' crofingnes oversmphusizes
its own impact on the very poor, detracts attention fom other types of intervendons, and ix deersusing the potens

for fiaxdbility.
263 N




Dl‘aﬂ

such as interest rates for both savings and credit, as well as income, convenience, and sceurity.
Otero then suggests some traits of indigenous savings and credit schemes that make them attractive
and successful - for instance, simplicity, flexibility but structure, sigmficant returns, access, and

trust.

Rather than relate the characteristics of these indigenous schemes to NGO programmes,
she instead goes on to discuss the role of savings in Grameen Bank and ACCION programmes,
from the perspective of the MF1. For ACCION, savings are an cducz}ticnal tool, teaching regularity
of habit and shifting savers’ perception to the long-term; a method of capitalizing microenterprises
and reducing savers’ dependency on monevienders; an introduction for savers to the formal
banking sector; a guarantee on loans; and a wayv to avoid liquidinv probiems and expand the
programme. Importantly, and controversially, Otero argues that successfully mobilizing savings
requires it to be linked to credit. Vogel Rutherford. and others would argue thar financial
institutions are intermediaries between savers and borrowers, and that i1 is not necessary for a saver

‘to ever a borrower be’.

In the last two or three yvears, there have been numerous conferances and workshops on the
subject of microfinance, including the largest and most recent of such conferences, the Microcredit
Summit held in Washington D.C. in February 1997, out of which innumerable reports, articles,

and books have arisen, many of these vet unpublished.

At an IDPAA”™ conference in August 1996, David Hulme presented a paper, “Finance for
the poor: Impacts on poverty, vulnerability and deprivation™, in which he examines twelve

organizations, including BRAC-RDP (11). In it, he clearty mzkes the argument that financial

" Institute for Development Policy, Analysis, and Advocucy, at Proshika.

W
o
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gervices for the poor can be aimed at two differcnt, but not unrclated, goals. One of these can be
- described as a ‘promotional’ Aor an ‘income-poverty’ approach, whereby poverty reduction is
conceptualized “as moving households ﬁ:om a stable ‘below poverty line’ situation to a stable
‘above poverty line situation’. This approach emphasizes provision of cre;iit for income

generation through self-employment.

The second approach, which has been until now neglected by most MFIs, can be described
as ‘protectional’, whereby poverty reduction is conceptualized as .thc “dampenmg of dramatic
reductions in income (and other enttlements)”. This approach emphasizes emergency
consumption loans, relatvely low-risk ncome generating activities that are uniikely to create
indebtedness. and voluntary savings mechanisms. The last of these can serve a protectonal
purpose specifically through “providing facilities for venv poor hou.séholds to ‘store” windfall and
seasonal cash and earn a return™. Inaccessible compulsory savings, Hulme notes. such as exist in
the BRAC-RDP system, are more an additional cost of a loan than a tool to reduce vuinerability.

The two approaches are clearly demonstrated in the figures below, adapted from Hulme's article.

A - . 8
neose | PROMOTIONAL APPROACH p— PROTECTIONAL APPROACH

PO\’SI'W Lif{sfsssassenssnssumnenins sussspsnosisoduasisnliessessstnssmmuvasvnsmes
p4
7
Effective i
intervention Eﬂecm =
intsrvention
TIME TIME

e
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Through a protectional approach such as accessible voluntary savings, the very poor may
begin to be reached by MFI services such that, as Hulme points out, houscholds may be permitted "~

‘

“40 undertake investments that they had previously regarded as being too risky.”

Stuart Rutherford, a long-time resident of Bangladesh and an independent consultant
researching financial services for the poor, has a lot to say about savings, including about the
increasing need for regulation of Bangladeshi MFIs (12). Here, the central theme of Rutherford’s
work, that credit is actually an ‘advance against savings’, will be discussed, as it is of prime
significance for the way BRAC transforms its savings and credit programme. Rutherford’s ideas
have been based on his extensive experience with various Bangladeshi NGOs, including ASA and
BURO, Tangail. as well as his observance of innumerable indigenous savings and credit schemes™

in Bangladesh, and clsewhere in the subcontinent and world, predominantly in urban slum arcas

(13). His recent work. ASA: The Biography of and NGO, is one of the many studies that contains

this theme (14).

limited services in theivay of savings and insurance. Loans usually must be paid back in seekly

-
3
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installments - although this is now chan‘ging - within a period of a year. It is desired and often
assumed by many of these MGOs that the loans are usually invested in income-generating activities
that produce a stream of income large enough to pay off the insml].'mc.r’{!s. However, as Rutherford
points 6ut, an unaccounted number of loans are used for reasons that do‘ not produce a stream of
income - consumption, purchase of land and other asscis, house repair and construction, health
treatment, and social obligations like weddings, for example. Moreover, even those loans that are
invested in productive purpdses are unlikely to create an increase in income immediately, or
weekly. Investments take time to yield profits, and seasonality c.;‘specially affects many of the
agricultural and poultry-livestock activities that many NGO members undertake. Loan installments
are thus instead paid out of a member’s normal income flow. Therefore loans are advances against
savings that already occur - the musti chal and clay bank type-depcsits that most rural Bangladeshi

women make.”

Many do want this service - it provides a lump sum now at a reasonable rate of interest,
both of which together a poor woman would probably not be able to secure from zither a baok or
a moneylender. Further, it forces her to make the weekly savings deposits that she knew she could
make if necessary. It is often noted as impossible to save at home due to husband’s and children’s

demands. For this woman, “debt is an opportunity”, in Dr. Yunus’ now infamous words.

' ROSCAs (Rotating Savings and Credit Associations), and ASCAs or fund somities (Accumulating Savings and
Credit Associations where loans can be taken fom the fund). ROSCAs offer the lump sum during the saving
procsss, and ASCAs offer it at any time. ) '

NGO rhetoric is ofteri full of intentions to develop a ‘savings habit” armong the rural poor - it seems that practices
such as musti chal etc. may preclude the need tor such an effort on the part of NGOs. Of course, some poor are
better savers than others - whether due to a higher risk aversion, a greater preference for mcome tomorrow, or just
less carelessness - but being poor in itself does not inhibit the development of a savings habit. Baing very poor may
limit savings amounts, but this is a different issue.

3R
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There are two groups of people, however, for whom this service may not be appropriate.
Firstty, there arc thosc who would prefer their lump sum later on. These are people who ars

already careful savers and who are perhaps risk and debt averse. They have no investment
opportunity ét present, but would like to accumulate some cash such that if one does arise, or if
there is a crisis, or school fees to be paid, they can use their own resources. They would rather
save Tk. 25 each week and receive a lump sum of Tk. 1150 (plus interest) at the end of a forty-six.
wezk period (the standard BRAC loan term), rather than receive only Tk. 950 today (5% goes 10
forced, inaccessible savings in the BRAC system), and have to save the same Tk. 25 each week.
Further. the withdrawn Tk. 1150 could also be addded to the Tk. 950 loan at this point, incrzasing
the productive capacity of a first loan. As is mentioned in a paper further discussed below, (1) this
micht lead to more members saving and fewer members borrowing, which is good for the costs,
self-reliance, and stress levels of the borrowers, and good for the NGO which could zam more

rom fewer loans.

The second group of people are those for whom the level of forced savings that an NGO
requires (in order to pay its loan installments) is too high, or at least too risky. Indigenous savings
and loans systems often offer- ‘bands” of savings and loans, such that someone with a higher

- capacity to save can choose a higher band of] say, Tk. 75 per week, while someone else chooses to
save only Tk. 15 each week. For someone whose normal capacity to save is only TK. 13 each

-week,a loan that forces them to try to_save even Tk._25_each week for a Tk. 1000 loan, may

merely be debt, not opportunity.

Hossain Zillur Rahman discusses coping with crisi¢ in a similar but contrary way (13). He
considers that using savings to cope with a crisis is a form of ‘negative coping’ in that it provides
an immediate solution but couid impar the long-term resource capacity of the houszheld.

30

268



Draft

Dissaving (i.c. borrowing), he suggests, “presumes a level of savings . . . which could be seen as an
indicator of economic strength.” However, in the context of the first of the above two points,
recourse to savings in a crisis period may indicatc debt aversion and careful financial m;}nagcmcm:
In the contéxt of the second, recourse to borrowing, especiallv from a relative or neighbour at a
subsidized or howiat (emergency interest-free loan) rate, may indicate that the household has not

been able to save enough to cope.

Rutherford makes the additional point that MFI NGOs usually make no provision for
storing the lump sum that a member recsives when she gets the loan - it must be spent or invested
immediately, otherwise the borrower can face security risks or the temptation to spend the amount

in other ways.

Rutherford makes the final point that NGOs might make best use of what he sees as their
comparative advantages - “good organization, intelligence. cheap capital good will, pubiic support,
well-intentioned staff” - bv offering management services to informal services, which. in his view,

are more flexible and multifaceted than the majority of NGO schemes at present.

Rutherford, along with Graham Wright and Mosharrof Hossain, produced a study
concerning the increased limit on deposits at field level started by BURO, Tangail (discussed
above), in July of 1996 (1). Quantitative and qualitative surveys were both run, with 241 and 16

respondents respectively, and some interesting results emerged.

0
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One of the most successful organizationy world-wide, in terms of sustainable and large
scale MFT operations, has been the Bank Rakyat Indonesia (BRI). Margucrite Robinson, who has
had extensiveé experience as an advisor o BRI, as well as to many other MFTs, has been a strong
proponent of opening up savings services from an organizationul perspective. In her 1995 article
“Introducing Savings Mobilization in Microfinance Programs: When and How?"(16), Robinson
discusses the management implications of adding the mobilization of voluntary public savings to a

lending program, given that™

Robinson then gees on to discuss the “when and how' of the process. The ‘when' will only be

summarized here: interested readers can look more closely at the article. I believe that BRAC and
other Bangladeshi MFTs should work to strengthen the role of an umbrella organization such as the
Credit and Development Forum (CDF) as a \;'olunr;n}' supervisory institution, while at the same
time lobbyving the government for appropriate MFI regulations. Robinson’s other conditions. both

external and internal to BRAC, I believe are satisfied for the NGO.

*' Hans Dieter Siebel. in an unpublished Indonesia county report produced for the 1996 BankPoor workshop (17),
makes an even stronger claim:

“In subsistence agriculture in remote aress . . .and marginal intormal sector activities, where virtually any type of
credit may be inappropriate, savings promotion that strengthens the selt-financing capacity of smull farmers and

microentreprensurs may be the only responsidle fnancial sTategy.™
A\
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Robinson's seven ‘hows’ of introducing a voluntary savings service will be dealt with here
in much more detail as it is dirsctly relevant to the process that BRAC iy currently going through.
Firstly, because “most microfinance clients want to save all the fme. while mos: want to borrow
only some of the time”, thers are many more borrowers than savers,™ and thersfore the nature of
the entre programme has changed, including its staff and management. training, security, and loan

interest rates (in order to ensure a sufficient spread).

Secondly, Robinson feels that compulsory savings and voluntary savings are incompatible,
for two main reasons. One is to do with ideology: compulsory savings imply that the poor must be
taught to save, whereas voluntary savings imply that they already know how to save and nesd

‘appropriate services.”

~ In the BRI systemn, which Jucob Yaron considers the orgunization mn his study {18) which is least subsidy
dependent, the saver to borrower ztio is five-to-one; at the Bank Dagang Bali, which Robinson considers to be the
“oldest sustainable microfinance program”, it is over thirty-te-one. This implies accepting non-poor savers.

n mambees” access to ther own savings nuns
ent through naraeipation and decision-maldng>.

w
<

= Desba and Ara make a similar point in their articte: “limiraton
counter to ¢ fundamental orgzmizaconal goal of BRAC <2mp
Inde=d, BRACs stance on savings may b interpratad ue pulamel

o i
S5%. .. LY
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The second reason is to do with Robinson’s experience that people are uncomfortable
making voluntary deposits into an account or institution where they also have compulsory,

inaccessible savings, which are in effect security for the lending organization. Therefore, BRI

N

separates loans and savings entirely: voluntary savings are entirely accessible (according to the
scheme that the client chose; see below), and there is a loan guarantee mechanism™ attached to

the loan.

Thirdly, Robinson emphasizes the importance of designing and pricing financial services
together. Pilot projects have a role in deterrmining labour costs, demand. and necessary interest
rates for a profitable spread and anractive service. She also makes several suggestions regarding
changes that she perceives are necessary in lending pelicy with the advent of large-scale savings
moebilization. She recommends splitting (commerciallv-funded) financial seraces from (donor-
funded) social services, although she does not adequateiv explain why this is in particular necessary
due to the introduction of savings mobilization.” Robinson also recommends for those MFis
which have not vet done so, increasing loan limits and providing individual loans, int order to attract

some large depositors who will also be large borrowers if they choose to take a loan.

Fourth, depaosit instruments must be designed in to meet local demand. BRL with its highly
successful differentiated savings programme, is a model in appropriate design: 77% of BRI

account holder have a SIMPEDES account, which offers high levels of liquidity (i.e. urdimited

* The loan guarantse mechanism consists of an obligatory additional 25% of the interest rate per month. It is callad a
prompt pavment incentive, becauss if the borrower hus mads every loan instaliment on time and in full, she gets the
guarantee back in full as a lump sum, either after six months or at the end of the loan period.

= This is certainly a path that BRAC is considering, it the Bangladeshi government provides a banking hicense.
_ However, as Hasan Zaman has pointed out to me in a3 BRAC seminar, commerciaiSources ars not often comforiable
with the potential for cross-subsidization of programmes.

** BRAC does provide individual loans, although within a peer group satiing, and it is exparimenting with larger loan
sizes in its MELA prograrnme, as noted above.
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withdrawals), and positive returns, and also incorporates a lottery. There is also a differentiated
interest rate within the programme, dependent on deposit amount (20). TABANAS accounts
provide savers with higher returns, but less liq;uidixy, and was originally a national savings
programme.dcsigned to attract very small savers, including children. Deposito Berjangka is a
fixed deposit instrument used by wealthier villagers who want high returns, and by those planmng
for long-term goals. Giro is a current account with no real positive returns. Many members héld
more than one account. Robinson notes that the ‘liquid. semi-liquid. fixed’ continuum has also
been adapted by BancoSol, a highly successful MFT in Bolivia, and that therc is demand for it in

Kenva, among members of K-REP, the Kenyva Rural Enterprise Programme.

Fifth, human resource development needs to be emphasized. whether a bank is making the
ransition fo accept poor customers, or, as in BRAC's case, a iending NGO is beginning to
mobilize savings on a large scale. In the second case. Robinson suggests that this invofves
cducating staff abour the rationale behind the change, showing them that the poor can and do save.
and strengthening their basic financial skills. As will be discussed below, in BRAC's case human
resource developmént must focus on instilling a commitment to clarity and transparency. if
BRAC’s financial services are to keep their good reputation - one of the most valuable assets a

bank has, and even more important when the bank holds the customer’s savings.

Sixth, marketing strategics need to be changed.
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Robinson points out that word-of-mouth is still the best form of advertising, but other locally
appropriatc (such as rickshaw loudspeaker messages, in the Bangladesh context?) forms of

advertising can be used to attract customers once appropriate instruments have been designed.

Y

Finally, Robinson suggests a sequence of actions that she recommends be followed when
an institution is implementing a new savings policy. This will be discussed here in the context of
BRAC’s ;;rogress. Firstly, international experience must be noted, which BRAC-RDP
management did do in 1994 through their visit to BRI and Badan Kredit Kecamatan (BKK), also
in Indonesia (15). Experience of other MFIs has been noted in ail .smdies produced by BRAC-

RED mentioned above.

—_—

Secondly, demand srudizs and initial staff traiming must be carried out. The former has
been done in a very haphazard fashion in BRAC. Perhaps BRAC needs io change s strategy from
attempting large-scale evaluations of the impaci of delivered services. o carrving out large-scaie
market survevs to determine the demand for potential services. This is part of the paracigm shift

from ‘beneficiary’ to ‘customer’.
Staff training has been limited to a half-day meenng with relevant branch managers.
accountants, and Credit POs (Program Organizers), but not with the PAs (Program Assistants)

who are more in touch with members on a week-to-week basis. The PAs are instead ‘trained” bv

the managers to ‘mobilize” kst repavments and weekly savings deposits.

Next a pilot project must be run - BRAC did this in 1993 as noted above, although its

purpose was more to determine potential costs and profits of the program rather than the

-

2a
O
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appropriate price and design.”’ Thﬁ fourélf step Is to revise the pilot project - which has been dong,
to an extent. There seems to have_been a rather half-hearted attempt to standardize procedurcs and
make the process clearer and more transparent, as was recommended in the evaluation of the first
studv. There was no attempt to promote the effective running of the system through setting targsts
for staff. Decba and Ara’s recommendation that the pilot project be expanded 1o at least thirty
branches was ignored.”® Recommendations in both articles to offer differentiated savings services
were implemented in an inconsistent manner. Rather than offer two or thres different tvpes of
service to the same customers, cach service was offered in .‘a different branch. making a
companson of demand difficult. Further, two of the thres models offer differsnt levels of hquidity
at the same level of interest, and two of the thres offir essenmally unlimited hquidinv ar different

rates of interest, rather than increasing liquidity partnersd with decrzasing returns. A descripticn of

ali three models plus the original system is given above.

The pilot project revision stage is to be accompanied by wider staf waimung and
management information system and logstics development. BRAC-RDP did develop some

stationary for use by the different models at this point, but it is not clear which branches use svhich

forms, and much useful information has been excluded.

The last two stages of Robinson’s recomunended process are gradual expansion and market

penetration - neither of which BRAC is prepared for at this point.

1

** Design was considered from an organizational. not a client, perspective.

2 . . . = [ . s
* The recommendation was ignored in part - the Current Account svstem is in place in over form branches, bus this
was net originally part of the PSP.
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BRAC Documents

The issucs of savings mobilization and access o savings cmc:rgca in BRAC as a focus of
research four years previous to the commencement of the current PSP, In J uly, 1992, a study on
the reasons behind savings default was begun (21). ‘Savings default’ was narrowly defined as the
failure to save money in four consecutive weekly meetings, and five of the elcveﬁ RDP Arca

Offices (AOs) which showed high levels of savings default were selected for the study.® Two

hundred defaulters were interviewed, and important results included:

—The-study-observed-that-AQ-staff placed little emphasis on_encouraging and_supervising savings

deposits.

¥ The studies noted here are, obviously, those which made an important contribution to the study of suvings
services. More notable, in both BRAC and extemal documents, is the fack of volume of work on the savings issue. in
companson to credit, and the volume of work on microcredii that disregards savings enfirely.

* iperestingly, one of these branches was Gatbandha. chosen by RDP as a “designated control” branch in the
sarzent PSP.

48
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The experiences of other BangJ:a;icrshi and international NGOs and rural development
banks as well as thar of BRAC, reflected in the study described above, lead BRAC PDP in March
1993 1o initiate the first pilot savings scheme. In ten RDPRCP? branches throughout Bangladesh,
members were to be allowed 1o withdraw their savings when they wished. A fixed implementation
policy or standardizedvstationary were not given to the branch offices by RDP, in order to allow
the Head Office (HO) to observe how the project would be translated into practice by Area Office

staff.

In July 1994, an evaluation report was produced (22). The report focused on four issues.

and the major findings were as follows:

+ Despite a tendency for branch swuff to focus their outreach efforts more
on a perceived necessity to imit withdrawals than on the accumulaton of
savings, the scheme¢ was considered 1o have a significant impact on
savings mobilization.. This impact was noted as an average increase in
own savings per member per month of more than 20%, from Tk. 14 to
Tk. 17. This figure was arrived at by comparing each of six model
branches to a control counterpart of the same age and in the same region.

¢ The scheme seemed to have a positive impact on VO members’ attitude
towards BRAC, as withdrawal of savings in case of an emergency (e.g.

illness) was now possible. In order to have access to such a facility, manv

members_stated that they would even aeree to a reduction in the inferest

rate on their savings. This information was gathered through interviewing
- eight to twelve members of two VQOs (one male and one female) in each
of the six model branches. As noted above, the “Savings default™ study

suggested that 50%~of respondents were savings defaulters because thev

> An RDP branch bscomes an RCP (Rum Crecit Programm=) branch ter four years of existence. RCP hranches
are supposed to be independent proft centres,

49
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could not withdraw their savings in case of emergency. Similarly, the first

RDP Impact Assessment Stﬁdy (IAS) found that 25% of the respondents

who dropped out during the period of study gave as a reason no provision

Jor direct protection against hardship (23).

¢ Although there was considerable diversity in the implementation of the

scheme, three important commonalties emerged:

0

<

members with overdue or large outstanding loans .had their
withdrawal limited or disallowed; »

a minimum savings balance was always to be maintained; and

in some branches, the withdrawn savings were to be repaid before

another withdrawal took placs.

A standardized procedure was recommended, as well as the use of

photographs and signature specimen cards.

¢ The cost-benefit and projection anatyses carried out lead the authers to

claim that, at the rate of savings mobilization generated at that time. it

would take several years for a branch to become fmancially self-

sufficient in its credit and savings programmes based on savings alone.

A branch cight years old, for example, could become self-sufficient in

three
eight
here:

[,

to four vears, while a younger branch of only two vears may take

to nine vears to reach the same point. Two points must be noted

The projections do not account for the increased returns from an

ever-growing loan fund. based in part on savings mobilized.

The projections use as their starting point present savings rates.

Hence, a two year old branch that had aiways had open' savings
may be able to attain self-sufficiency in perhaps six or seven,

rather than eight or nine years. —

In order to speed up the process, the study recommends that branch

staff’

spend mo_r'e‘n'mc'and energy on savings mobilization, that the

280
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savings service be opened to those outside BRAC s target population,
that differentiated savingy schemes be offered. and that the interest rate
be lowered further.” -

N

In 1995, another savings scheme was developed. and the subsequent report included an
assessment of members® and staff’s response to the potential svstem, based on a series of
qualitative semi-structured discussions in 16 VOs under four AOs (18). The proposed scheme is a
highly conditional one, as the 'authors claim that net savings actually dec‘reasea' during the 1993-4
_ pilot project, due to members making frequent withdrawais. The proposed scheme consists of the

previous years savings for “savings loans™ which wouid be made available to members in the case

of death, severe illness, or disaster, and which would have 10 be rzpaid in monthly installments

within six months, at a 6%/vear interest rate. Interest would be cradited to the member’s account.
Members with overdue loans or savings lcans would not be able t© take a savings loan, and no
member could withdraw mors than 50% of their savings in excess of the matching amount of any
loan taken. Although respondents felt that access to savings in the case of smergency would be

beneficial, it is important to note that

The authors thus suggested that a pilot project be implemented whereby in at least 30 branches

open savings be offered on the conditions that the savings loans are repaid within 6 months, but

not with interest. and that they are for emergency purposes only, breadly-defined.

-
g o

iIn Jomuany 1995 Dw interest rte on savings was dropped fom 926 to 6%.
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The new PSP is essentialty a follow-up to the 1993-4 project and cvaluation, and Ara and
- Decba’s report, although many of the more cogent suggestions have been significantly moderatzd

or nct implementced at all.

PART TWO: INVESTIGATING THE RATIONALE BEHIND THE PSP

Objectives
The objectives of the preliminary stage of research. undertaken July-October 1996, were

essentially to gain an impression of the PSP was understood and regarded by management, staff.

and members.

1. To confirm the attitudes, objectives, and concerns surrounding the different
savings models among BRAC management. siaff, and membership. This was
for several reasons

e 10 set up indicators for the success of the PSP based on the otficial
objectives of the project;

e to determine reactions to the PSP at different levels of swff and
membership;

e and to strengthen a ‘thres-wav information flow’ between HO.
branches, and members.

2. To check the quality of informaton dissemination - i.¢. to detenmine how the
models were being run in practice. such that

e it could be determined whether the model arecas provided a consistent

and rigorous enough basis for comparison with normal areas.

Methodology and limitations

The preliminary research was undertaken through the administering of sixty-four

questionnaire-based interviews in_gzine branches™ and HO. The semi-structured naturc of the

7

Amdia, Sonargaon, Katchikata (Narsingdd), Puthia. Paba, Durgapur (Rgjshehi); Gobindgunj, Palashbas,

Guibandha (Gaibandhz).

n
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questionnaire allowed for flexibility, in réé:ponsc to the particular knowledge and perspective of
each respondent, as well as enough form to make the interviews comparable. Respondents
included VO members (women only), Program Assistants (PAs), Credit Program Officers (PQx),
PO Accounts, Managers, and three members of RDP and RED management. The questionnaire
guidelines were pre-tested once at the HO level, and once in each of the Model One and Model
Two arcas near Dhaka, as well as in one ‘normal system’ branch. Changes and additions were
made, primarily with respect to the sequence of topics. Content changes were minimal. Detailed
questions were asked, regarding the nature of the savings policies, as well as about the respondents

attitudes and beliefs surrounding BRAC policies and savings in general.

In each branch. our target was to interview two Vs, their respective PAs, two credit POs.
the PC accounts, and the manager. We were aimost alwavs able to complete this task., but seme
staff members were on leave or at mestings. An attempt wvas made to collect a limited number of
. women {between five and ten) for the VO mterviews. a_nd to include both those involved in
leadership positions (i.c. chairwoman, secretary, cashier. ;man group leader), as well as regular
members. Jt was occasionally difficult to restrict numbers to these levels. Other limitations of the
study included the team’s reliance on the staff of each branch to direct us to two VOs where we
could hold our interview, and the impracticability of visiing veryv remote VQOs, Nevertheless, we

attempted to make a random selection of VOs, accounting for age and location, and choosing o

RPN : 100
VOswithrdifferent Pas: R — ;

Most of our preliminary field work was undertaken in September and October; this was

slightty 100 early for the models to be in full swing, although the PSP had commenced in August.
: -

We were only apprised of the existence of a third modet - the Current Account system - late in our

fizidwork. Thug, any vusstions regerding this had to be spontanzousiy improviszd, and branches

5

)
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were not visited with the intention of researching the Current Account system. At that time,

therefore, a rigorous preliminary investigation of that model was not undertaker:-

Results

Many of the results of this preliminary stage of research are apparent in the ‘In practice’
section of the BRAC savings policies described above, as well as in the official objectives of the
PSP. In terms of policies in practice, it is apparent that all four savings systems are being run in
different wavs in different branches and VOs. This in itself wouldlnot be a major problem if the
variations were only due to different local conditicns, and if the svstem was transparent enough
such that HO could evaluate modifications. However, it is often difficult to undsrstand exactly
which staff mem®ar’s views were actually being purt into practice, and it sesms most probable that
an mteraction of ditferent views creates acwal pracuee. This makss a comparisen of the four
different savings‘mbdels very difficult. Further, the situation had also created a considerable ievel

of confusion among members in some branches concerning withdrawal rules.

As noted above, in terms of the objectives of the PSP, it was deterrmuned that official
objectives are fourfold: ro reduce drop-out rates from BRAC, to provide access for members’ to
their own savings, to improve client well-being, and to increase savings mobilization to the

financial benefit of BRAC. Over the course of further reading, ficldwork, and discussions, the first

three of these objectives have been summarized as “the provision of (lexible,“appropriite,

transparent, and clear savings services™.

Flexible is here defined as a service that offers multiple differentiated schemes. in this case
savings schemes with different combinations of lquidity and returns. dppropriare implics tailoring
the scheme to the targsted client group - in this case, for instance setting minimum deposit ievels

s4
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that are not too high, and allowing people to make deposits in their own village. Transparency is
the quality of a system whereby policies and palicy changes are hadc available to all staff and
membership involved in the organization. Clorify is a way of providing information that is
understandable. It is hypothesized that if the service is flexible and appropriate, members’ well-
being will be enhanced and dropouts relating to the lack of access to emergency funds will decline.
~ Essentially, if member’s are choosing to use the service, it is likely to be good for them in one wav
or another - i.e. financially and/or socially.> Further, if the service is both trahsparent and clear,
members will be able to make their own decisions regarding their o&n savings, ensuring their own

access.

BRAC management and staff have sometimes articulated that access to one’s own savings
should be considered a ‘human night’, but we beilicve that tlus 1s not exactly the case. Someumes.
as in the case of Fixed Dcpoéit Schemes, people decide to restrict their own access to their savings
- th:;v ‘Volunteer io be compelled” because they know that it is good for their financial health. Can
the other hand, the opportunity to make one’s own decisions regarding one’s own financial
activities and indesd oné’s life is perhaps the very essence of ‘human rights’, and of
empowerment’, one of BRAC s major goals. If a member has been lead to believe that her savings
are her own to l;se as she pleases, disallowing access tov savings becomes unjustifiable. If s'a\'ings

~are security for loans, this should be policy - then a woman can decide if she wants to place

encugh savings with BRAC to get aloan, while putting zcfwal accessible savings elsewhere.

™ Inira-household resource demands, and IraSbands using wives® savings for the “wrong reasons’, as_one of our
casss mentioned (discussed below), are difficult issuss to deal with. However, it is owr contention that it is not the
financial service providar’s placs to monitor how savings are used. Beyond only allowing the woman hersslf to make
withdrawals, there is nothing that BRAC ‘bank” can Jo to prevent husbands from utlizing women's money n ways

that she does not agre= with, Tiue & pariepe ¢ iesh for HRLE and NFPE.
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In terms of reaction to the I’Sl’f—'rhn.«;t BRAC fickl staf! and VO members inlerviewsd

strongly supported the propesal to open.ap aceess o savings. This was primanly due to ths

likelihood that the service would help people during o

el :

s perinds in particular by offering an
alternative to borrowing from mohajons at high rates of interest. Mumbers and staff both stated
that member confidence in BRAC would increase. It was often surmised that branches or
particular Vs had rcacﬁcd a certain level of maturity, awareness, or savings amount. such that
members were ready for a more open syvstem. Flowever. some staff - and cven a few VO members
- expressed a fear thar due to a endency to withdraw too much or wo often. members would not
be able to build up their savings for fumurs secunitv or to got loans. It 15 hvpoihesized that the

~ AT O itata el AFEF e smriaen el st g0 e eag torl] o ayErT e tiaig meaiafaen el e ma
provision of fexibie and differsmuiared savings servives will overcoms this problem. Reactions w

e B mmreitiai: mire Bavsiadiond Faabie tee Pl o DB s
SPECLIc MOdALis 212 MAiuUes CaoW I ¢ 1€ /223 St~ l W

saviigs policius secuon of the in-depth case study resulis.
Cn the basis of the sbove-menticned results of praduminan Seldwork o dhree-tiersd

monitoring and evaluation ;:rcc3dgrc was set up. The focus of this procedurs was criginally on the
four objectives defined by BRAC management - reduction in dropouts, cliznt wwell-belng, access w0
savings, and BRAT finances. As fieldwork progressed. the procedure was streambined to mest
with the streamlined version of the objectives, discussed above, and to take infe consideration

constraints on time and informanon. This process will be dealt with betow.

PART THRYEE: Mnnitoring proaress towards defined obioctives

Objectives

3o
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After completing the preliminary 'ﬁcldwork, we understood better what measures of
‘success’ we should be using and we began the study proper (January-February 1997). Because
this was still in the early stages of the PSP, much of the information gathered can be considersd
baselme - i.c.‘it is expected to change during the course of the project, and success will in large
measure be determined by how much it does so. The PSP Monitoring and Evaluation process has
been divided up into three parts: remote monitoring of financial data, spot-checking, and in-depth

case studies. After a discussion of the: limitations and the general applicability of the study, each of

‘these will be discussed in turn. focusing on methodology and preliminary results

Limitations and the general apviicability of the stuch

1. Target group of study

This study has included women who aiready are BRAC members, or. in limited cases. who
have been members in ﬂle past. Results regarding the determinants of rural Bangladeshi women's
savings behaviour are only generalizable o populations with access to BRAC financial services. In
consideration of the tendency for NGOs to cluster in the same areas of the country, and m
consideration of the fundamental similarities of the financial services offered by major NGOs in
Bangladesh™, results may also be generalizable to an extent to populatiqns with access to the

financial services of other NGOQOs.

The sole focus of the study on BRAC members is due to time limitations, as well as to the

¢

official objectives that have been articulated. These essentially all focus on current membership -

* This ‘fundamental similarity’ could be defined as: regular savings deposits which are inaccessible, leading to loans,
all within the contaxt of a somity_admittedly, NGOs’ loan packages in particular are becoming mere diverse, with
BRAC. for instance, testing out much larger loans in its Micro-Enterprise Landing Assistancs (MELA) programme,
and experimenting with monthly, rather than weakly, loan kisti and savings deposits. Savings policies also are
changing, as this paper discusses. Thus, women's rasponse to BRAC will become less generalizable to other NGOs
over ime, and focus will have to tun to specific policizss. '

th
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providing them access to their own ac’cg_mufatcd savings to augment thewr own well-being, such
that they will wish to deposit more of their savings with BRAC, and not wish to drop out.
However, as discussed in the Literature Review, savings services may be a means of reaching the
so-called ‘poorest of the poor’ - those without the financial capability or confidence to take loans
to improve their well-being - with financial services. If this had been articulated by BRAC as an
objective, more time could have been spent talking to women who are not members of any NGO
or somity, regarding their financial behavior and their exciusion from financial services. This is
definitelv a potential focus for future research. The IAS comparis;)n sample set could be used for

this purpose.

Initiaily 2 spot-checking of drop-outs. regarding the role that savings plaved in therr
decision to leave BRAC, was planned. However, it was later felt that IAS II dama covering drop-
outs would provide a sufficient indication of why women were leaving BRAC under the normai
savings svstem in force dunng the last three years. Hosvever. in future work a greater emphasis
should be placed on spot-checking drop-outs in branches under the three PSP models. In

4 3
particular, if IAS II determines, as IAS I did, that access to funds in times of emergency is a major

reason behind drop-outs, those branches included in both the IAS I and PSP studies should be

checked.

2. Financial data \

As one of the main objectives of the PSP is to augment the economic wcﬂ-be'ing of BRAC
through increased savings mobilization, it is obvious that monitoring of financial data is required. in
order to ses both Aow much and how quickly changes in savings can_b’c cxp::ct‘cd to occur if the
.PSP were to be cxtcfxdsd to all BRAC branches, as well as to confirm that the costs of the

programme do not outstrip the benefits. However, during the course of the PSP mwenitoring
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efforts, it has become increasingly apparent that BRAC systems are not currently st up in a way
such that monitoring of savings data can be done with a great deal of confidence. This is primarily

due to the fact that different branches record their own financial data in different ways, and to
different lcQé]s of comprehensiveness, as well as mat\therc 1s some tvpes of data that branches do
not record at all. The ‘Basic Information Sheet’ that branches are asked to complete has been the
best source of most data; however, even it suffers from some difficuities. Appendix 2'consists of
recommended passbook, VO, and branch level forms for both the current account and other
savings systems. As the PSP will be continuing for more than two vears, it is not to late to put
some of these new, simple moniloring svstems in place. If not. monitoring of financial data will

have to be done by going to the respective branches, rather than in 2 more cost-effective remote

fashion.

The char that has bezn developed to record PSP data (see .izpendix 35, includes headings
for all information that was recorded by ar feast one branch. It is possibie, therefore, to record this
inform;.xtion without incurring huge increases in workload or stationary. Amdia-RCP kesps a
monthly record of how many members have deposited more than Tk 5/ week that month, whic
is very important to note the growth in voluntary savings. Puthia-RCP records the number of
savings defaulters - those who did not makeA one of the TK. 5/ week deposits. This is also a useful

pisce of information, as it helps to indicate what the median savings deposit is, instead of just the

—— mean, The third important piece of information, only recorded in some branches, was a month-by-
month record of how many accounts (i.e. current accounts or Model One accounts) have been
opened. This data is interesting in that it indicates how many people want the option of

- withdrawing, but have not actually availed themsetves of the opportunity.
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The manner in which drop-outs arc recorded is also a matter of interest, as non-dropout
withdrawals have different imp.licatior;;e from withdrawals made by members who arc no Jonger
with BRAC. For accounting purposes, a ‘drop-out’ should be any member who is no long‘er a
BRAC member for any reason. This includes members who have: left of their own will, been
asked or forced to leave, died, or migrated. Further, drop-outs need to be recorded more
rigorously than they have been. For some reason, some branches report that for some time they
were instructed by HO not to worry about recording drop-outs, although this could be in part due
10 some confusion over the ‘Basic Information Sheet’ form. which ;ho»vs that no cumulative drop-

out data needs to be recorded.

Further. discrepancies appear between HO and branch level data, m particular 1for
membership figures, essential for calculating per head saw’n§ rates. This is perhaps the simplest
tvpe of data to record and there is certainly no excuse for inconsistency. Discrepanciss also appar
regarding=3% of loans deposited and withdrawals. These gaps have been noted m particular by

comparing July and August 1996 figures from the branches and HO.

Finally, it must be noted that the number of branches running Model One and Model Two
svstems (thres branches each) makes the general applicability of financial experience almost
impossible, especially in addition to the fact that, as noted above, different branches run their

systems in different ways.

3. Data collection =
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Financial information, egpecially when it may invohve women’s ‘secret’ stashes of moncy,

are often delicate issues to discuss. When the interviewer is an NGO worker, certain information
may be tempersd or emphasized in order to either please the NGO worker or try to extrac
resources from her/him. Further, because one of the field workers on this project ié a foreign
Awoman, crowds often gathered, sometimes making it even more difficult for a respondent to go
into the intimate details of her financial status. The presence of husbands also had this effect.
However, in most cases enough time was spent with the women to disperse crowds and gain some
level of the women's’ trust, such that we feel that the informatiém is valuable. IAS houschold

surveys helped to judge the accuracy of information.

Remote monitoring of financial data

Financial and other reievant data has been collected directly from branches for the peried
July 1996 to January 1997 for six branches: Dhenaidzh (‘normal” system), Amdia and Putia
(Model Cne), Sonargaon (Mfodel Two), Paba (Medel Two and Current Account), and Chapai
Nawabganj (Current Account). Except for Sonargacn, these are the same branches in which case
studies were done. Data for additional branches has been coﬁected from RDP - MIS for the period
January - August 1996. In consideration of the limitations commented on above, it is difficult to
make aﬁy strong imterpretations or recommsendations at this point, especially as the program is stll

only in its first phase. Howewer, some initial observations can be made.

1. Disaggregation
Firstly, it is very important to disaggregate types of savings and withdrawals, clearly most
apparent in consideration of the forced 5% of loans that must be paid in BRAC savings. This
. -
factor not only greatly affects the scale of savings, but it also affects the variance Vto a slight extent.

This effect can be noted by comparing Chart 2 (on the following page) which includes 3% of

ol
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loans, to Chart 1 which does not. Note in particular Amdia and Chapai Nawabganj: both branches’

own savings trends are more stable than the own savings plus 5% of loans. -

The distinction between own-compulsory and dvv‘xl-voluntary savings must also be made.
This draws attention to the fact that different minimum levels of savings have been set for
members in different branches, such that members believe a certain amount is necessarv to
conform to in order to receive a loan and remain a member. The following box gives an indication

of the compulsory weekly savings amount in each branch:

This implies that a member in Dhenaidah, Chapai Nawabganj, or Sonargacn may be thinking

along the same lines:

I must deposit Tk. 2 {or 5 or 10) each week in order to be a member
and get loans and other services. I'll deposit a bit more now and
then, because I'm able, and because I like to show the other
members in my VO that I'm able.® It's probably good for me in my
old age too. But I won't deposit as much as I could, because [ can't

withdraw it when I need to.

* In Durgapur, ons VO told us that they all deposit a littl2 more than thev have to, becanse they have a sense of
zap A )
Biendly competition.

(e
V)
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CHAPT 1: Own savings - (non- dropout wthdrawals - CHART 2: Own savings - (non- dropout sithdrawals - !
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Thus, the average voluntary savings of these throe branches ends up being similar: Tk, 1.3 for

Dhenaidah in the perod charted, Tk, 1.2 for Chapal NMawabganj, and Tk, 1.5 for the younger

Sonarzaon.

However, the voluntary-compulsory distinction is not a perfect measure for fwo reasens:
first. different Vs within 2 branch may have different minimum savings levels set for them by

different P.\s; secondly, many seemingly voluntary deposits may be in a way forcad, as members

nezd 1o deposit incraasingly large ‘matching amounts” 1o recsive subseguent loans.

Even mars important is the ne

withdrawals. Putlya. Dheraidak, and Chapai Nawzbgang ars swongly affected by drop-our
withdrawals. whereas In comparison. the otherwise weak Paba emezrges in Chart 4 lockerg
relatveiy streng. This implies that, in order for BRAC o fifd s objective of making savings 1

major source of funds. amennon must be placed on reducing dropouls. As mengoned above, if LAS

I discovers that many dropouts are due 1o {ack of access 1o onsis funds, the provision of more
flexible savings services - or. as Muzamumel Hug of e Graineen Bank suggests. old age pension

schemes™ - may aid in this endeavour.

2. Current accounts

Despite the fact that tus i an enurely separare account and. as a completely liquid account,

The dyuidinv of the account is apparent in the lack of offcet s mclusion has on rotal savings
Chapai Nawabgan). However, m Paba, the Women's Tralning Center holds an account in the

N -
groups’ name. Each individual savings amount is esseadaliv a fixed deposit of TR, 23 7 month for

o
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1% months to 2 vears, but the ac:.ount itselt must be liquid because V0:) members: zan swithdraw

their deposited funds when the group of 130-=vomen completes the cyele. In Paba:

Group accounts such as this may be a2 viable means of mebilizing leanable funds, as it czn be

3

zasily predicted when deposits ar 2ls will be made.

<«
-

o O | el —
3. Branch perfonmencs

Finallv. soms comment can be made on the perfommance of the specific dranvihes ineltded.
Chaat 3 represents thie 13 monih tustory of Aumdia and Pudida (Model Cnel. and Sonargaon and
Paba (Model Two). Gobindgani and Palsshbar. the respective Ixigdci One and Model Two
branches in Gaibandha district, were found o0 be almost the same as Pate and Puthia svith cogards
to scale and trend of net weekly savings per member, and thus for cladn’s sake these branches

have not besn included on the araph.

Amdia, an 11-year cld branch. and Sonargaon, a 3-year old branch, both near Dhaka in

o

st

Narsmgdimamt Namyangany Sismc s rospectivelyars both perfermingsell - The-sk
record for the anewer branch confinms the present trend of Jdeclining  enthusiasm  and
conscientiousness on the part of members, ceflected in lower anings and repavment rates,

Although net savings in all branches were dramatically atfected by the peded of <fon-cooperation
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in February-Maich 1996, Sonargaon in particular rezovered quickly, showing resilicnee of

membership.

On the other hand, Paba and Puthia seem to be affected mors sirongly than Amdia and
Sonarzaon by a ‘testing” of the new systems during thcir inceptions tn August 1997, resulting in 2
net nutflow of savings in those branches. [n must also be noted that the heginning of open savings
corrssponded with Durgapuja. during which Hindu members make ‘social expenditure’
withdrawals for ciothes and gifts™  This aiso occurrsd, thouch to a lesser extenl ocfors Eid

during the month of January. aithough by the beginning of December savings had recovered 0 s

foimer levels from the earlier dechines. Fluctuatons in act savings reveal the cifecs vi crises and

T

social oressure, and underscorss the nesd {0r OpPEUNg docsss (0 savings.

in consicieranon of BUR(O. Tangaii'~s expenience. 1 can ne hvpothesized ihat 2s members
confidence in BRAC and it's savings nalivies nses. withdrawals will decrease in freauency and
nerease m size. causing a ner decrease in withdrawais. s furiner likeiv that deposits will inerzase

in size. and pessibiv i frequency if an appropriate coliecaon system is sct up.

© Aiough Hindus mudic up areliavely snidl proportion of the population in the areas studicd 2.2 <08 @i !
according to the Bunugludesh Bureau of Stansaesy, the etlect s o addinon 10 that oU the beanning of ihe open

spvimzs svstem. Also, the relimeus breakdown of R membars o the areas « inknown,

2o
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Weekly net savings per member Jan96 -Jan97
Own savings - non-dropout withdrawals + savings loan refunds
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In Dhenaidah, the minimum own-compulsory savings deposit is only Tk, 2, but thiy seems
mme. Jhenaidah’s

like an absolute minimum and most members do not operade at that level all the ume

tliv

%
chicl problem regarding savings seems to be dropouts. and the results of the TAS I survey o
d belore a hypothesis can be made regarding whether a branch
he dropowts there occur due to lack of

1iw

Dhenatdah will have to be comp
such as this could open up savings withdrawals. If many of t
n open savings policy may increase nct savings

access to funds in times of emergency, then a
Further, if our-c in Dhenatdah are representative. then a second savings problem is actuzihy a
oan repayment problem - perhaps in Dhenaidah in particalar BR AT members cnuld make use of
a savings sernvice that does aot requirs or pressurs them 1t take leans. Chapar Mawabenn; & 2
stronger branch in femms of net weekly sovings per member, perhaps dne 1o the profis zenersed

its proximiry to the Indian dorder, butir is ajso crrongly affected tv dropour withdranvals
ierent branchos manage their savings schemes in 3ifferant ~avs. and
s, Therstem. o

It is apparent that dif

tinz branch performance such as iocanen and
Y 2 random

there ars some other tactors atfec
is suggested that the performance of the model branches is evaluated against that of
sample of branches of differenr ages and locations in the country (see Appendex < for sampie s21).
4. Savings and subsidy dependence
As noted above, the main objectives of BRAC's PSP can be sununarized as provision of
transparent, clear, flexible and appreprate savings services, and the economic well-being of
viabtliny depends on the
on whether or

-

viability of its members, and in particular the cconomic viability of BRAC is base

BRAC. These are, of course, different facets of the same issue: BRAC's
. -
rvices. PDrop-out rates are a clear indication of some

nor BR. AC members utilize RR AC tinancial

“3
7.
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T . . o o o < .
sort of dissatisfaztion regarding BRAC sevices™, and BRAC is attempting to reduse
dissatisfaction by introducing savings scriices that arc mare Heddhle and therstore usetu) for
members. Smvings mehilization will increase, adding to the lean fiynd. <uch that mors Joans can »=

advanced to those who can use them profitably, enhancing BR AC’s economic wiabiliry.

One means to measure the economic viability of an NGO is by considering how ‘subsicy

v

dependent’ the corganization is. In his 1992 Discussion Paper Successfu! Finance Instity

= by which it could be determined how mech

Jaceb Yaren developed a Subsich: Depes

the inrerast rate on Jeans would have ¢ incrzase o 2iimmare subsidized funds trom

organization’s budeet. This measurs has been appued 0 BRAC the Gramsen Bank. ane orher
MFTs - mejuding. as mennened above, BRI - the oniv vreanizanon saibh no subsidy, acenrding oo

Yaron s defimuon.

Our anempts 10 adapt the SDI such that one couid aetermune the necessary increass o
savings moiniizanon such that subsidy couid be elmnared at zuber 2 branch or organizanonal icvet
have been in large measure unsuccessful. for two main teasons. rusiiv. the SDI el has bezn
smpioved i different manners by different authors. and no clear *user’s manuai” has emerged 37,
24, 230 26). Secondly, much of the financial duta required by the SDI s unavatlable in BRAC. due
prmarily to accountng procedures. In futwre work. nvo ratios micht be utilized to determine

change in the conmibution of savings to declining subsidy d:pu wdence at branch level: savings

ourstanding, and savings ¢ subsidized funds. Again, savings sheuld be disaggregated to give an

 Drop-out rales e never u perfect eastie oL chent dissatsiichion. For uistanice. “wraduates’ - tose membeis wie
are no longer in the secio-econemie group that BRAC servas and thus have “dropped up’- may be tonlly s '

e servicas thar were provided but no Im,h. e athier hand a woman mav be satizfiod »
SR s Hnaneiad samiees bul be compalled o drep out by wile) reludve swho does nof want fus wiie @
an NGC somuy Tlus inay be an ndicaton of a sort of dissadsiacaon sah anothier vart of BRAC s work, nuniay,
women's smpowennant’

RIS STt I )
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indication of how own savings, 3% ‘of loans, and dispout non-dropout withdrawals, are
contributing to subsidy independence.
.§};q¢-checking

The purpose of spot-checking, thz second leve! of PSP monitoring, is two-fold: to
determine any concerns and problems relating to the PSP modcels at the branch staff and member
level. and to check how the reievant mode! is betng mn. Spot-checking invehees three aspects of
the PSP: the provision of open access to own savings: the aminudes of members owards BRAC
and iy savings peiicies: and savings-related branch costs. During the first stogz of the PSP
moniforing and svajuation process. informanon regarding these ires dspec(s was ondv coilected at
the branches wiere in-depth cuse studies were being neid. Spot-checking was ot Jdoae i 4
compraiiensive mamier ds wis plannicd. Js Wme WaS inswad belng sgwvni on Zaihering ciear

financiai data and on the in-dapih suse siudies.

in future work. soot-checking of branches other than e case study branches - i puﬁiauiar
those Current Account branches in Niwlna and Kusthia witch fave vet 10 be visiied - wili become
necessary. I is recomumended dhat anvtime an RED rescarcher from any team gees (o one of i
PSP branches. that they be asked to gather information fom branch staff and members on a basic

level regarding the PSP. For cxample, basic questions such as “Tiow many Modsl One " Two

Current accounts are there?”, “Is the system popular?”, and “Has the new system lead to a lot

more work?”, can be askad to one or more branch staff. Noembers can be asked *Can vou
withdraw vour savings?™ , “How much?”, and Do vou prefer the aew svstem te the old system?”
If a PSP rw.:mhx herhimselt s demng the spot-checking, mors specific information regardng

-

deposits. reasons for opening or nof opening accounts, and how members are momvated to make
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voluntary deposits can be gathered. Also, branch leve! financial data can be collested as per the

chart in 4ppendiz 3.

depth case interviews

The case studies conducted were chicly exploraiory - that s, the main objoctive was o
allow issues regarding savings praciices and the detenninants of these practices, and women's

opinions regarding various savings policies mcluding thuse of BRAC, to emerge. The case studics

compizted are a first step in the comprehensive study of the savings practices of rurz! Bang

-

women in the predominating context of NGO credit and savings schemes. Thc

presume b be ropresentafive or anplenatery, wved that the woemen chosen represent an

sty e me Hareteiam an oy v rem eyt e = 3 R N T T e
cresting cross-section of BRAC membership, and that hypotheses based on the detzrminanis

~ g Yuin S anyes ¢ vem ~ 5
Fatheraa, The foous on developing

savirgs practicss could be

qualitesive knowledge of the reasons hehind auantitanive savings-related behaviour. 1 is hoped thar
over the course of the PSP that these women will be wvisirsd one or nvo more nmes. in order

explore the effects of different internal and exrernal ecomomue and policy forees on savings

behaviour.

1. Income frequency

For poor women, there are almost alwavs demands made on her income. by children’s,

i

husband’s, or her own needs. Shireen is a disciplined saver: she puts A\ 1-2 in a sacret pi...‘
each dav. and deposits Tk. 10 inro her BRAC acceunt ar her Sundav VO mesung. However,
many women find that “saving tn the house i almost impossible”™. It there s no place that <she o

. -
deposit income at the tme that she receives g i s hReiv that the amount will be spent. rather than

302



PR E R  S SO

Lirafi
saved and depasited later. The amount that a rural Pangladeshi woman is able to save may
therefors depend to a larze extent on whether the frequancy of her income matches the frequency
of the savings instruments available to her. Fach of BRAC"s cavings services essentially provide
the opportunity to make a deposit once per week on a set dav at the 3/¢) mezung, unless a swoman
wanty to make the sometimes significant journeyv 1o the branch office. In first-vear branches. the
opportunity to save i monthlv. According 1o our ficidwork. verv fesw women come to the office 10

make deposits.

The sixteen women with whom we discussed income and <penditure infonnation had 2
total of (at icasii 31 INComMe-denerating achivities cartied ul ny memiers of their househelds, rom
Which 10 draw [unds 10T SONsUMDHON, INVRUNLNL Gnd ~dvIligs. Suific WO feCive Pavitent 1or
one job in differeni wavs and at different times - for inswnee, Warsdna gets danh food for her sl
fer chiidren. along wiih a sari and 1.2 smawnd rice @very munia or so. for doing houseworh ior
others. Theretore. 31 IGAs lead 10 33 incomes. In adiiden. two nomen receive 31 kg of tiez pa
month - not om a income Zenerating SCHVITY as such. but Tom the noome generating possession

of 3 VGD {Vulnerable Greup Development) card. Thus ineans there are 37 incomes in th

G

=]

’U
'

an average of more than 3 ': incomes Perowoman.

-~

Of these 37 incomes. 29 (51%) were dailv. 20 of these were the woman's own income

-

gencradng activitics, and one was a schoolboy’s. Zvery houschold has at lcast one source of Jaily

incomz. Daily income comes from such activities as selling egos and mulk, embroidering shawls
and tailoring clethes, and sclling medicine as 2 s/noze shefide as well as dmving a rckshaw van

running.a shep, or working as an agricultural day labourer.
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Only two of the incnr.nc generating activitics provided a weckly income, and these were

both in the same houschold. Runa's husband works in a posver loom center where his income is
weekly, and depends on the zkectnicity supply and how many vards he s able to weave, Ths
famitv’s other major source of income is from 3 rickshaws, purchased with Rusna’s fast oo loans,

which have been hired out. Rzerra also stitches shawis and sells eggs.

Eight income generating activities provided a monthly income. One of these, Shireen's ich
as a government health werker provides onlv Tk, 40 ° menth. but Reshma’s daughter has an
officz inob which brings in 2 sigmificant TR, 20060 - 3000 month, Shueme workis az 2 conk for mad

srews and rocen2s a menthh incoms plus fond. and Murzina doss housework for othes

Sighi

receving pavment in kind at least everv monrh. The orher nvo incoms genernning activities are
both men’s: ons is a desp-rupe well “driver’. and the other works in a rowel mii Dwo women

receive 31 kg of rice cach monih 2s they are VGD card holders.

Incomes were provided every two months. three to four months. and six months. by 'vn
income generating activities each. Poulrv rearing provides an income =very two months
sericulture every three months. and rice harvests are ofien barnual. Further. Jhorna recenzs
remuttances from her husb;md.who works in Malavsia everv three © four months. Four income
generating activities provided annual incomes - two rice harvests. ¢ne banana garden. and one

piecon-reanng venture.

Eight tncomes could be {abeled as “sporadic’. The activities that have fead w these camings

are: the produce that results from ihe occasional morizaging in of Lind: the occasional sale of

poultry or livestoek: the sale of saws winch oceudrs prunanly during certamn periods ke Ramadan:
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carpsntry and construction work (3 men in one houschold); and remittances that come ‘when and
how much the remitter is able”.

]

\
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Most women would therefere benefir from the oppertunity to save daily, as well as havin

a convenient place to deposit less frequent or sporadic sarmings when thev are available. Fu

s
il

frve respondents specifically mentioned that thev purchased their foed svery day - ‘daily bazoar” -

and one mentioned that they do bazaar twice weekiv, This strengthens the argument for a daiv

savings sysfem. BRAC nught considersemmg-ur-mrt suppering- a-local-savings somynin zach
VQ. Women could commit themselves to making a daiiv deposit {or otherwise) with thewr small
aroup icader.

who would then deposit ihe coifection with BRAC vace per week or maonth at the
VO meetng.

It would have to be made clear and condinued by group decision that the caskr was

essenibiadly holding fixed deposits, nor ¢ Cwreni Accouat.
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2. Location of savings
Excluding musti chel and food stocks, 11 out of 16 whms

<n have access to extra- BR.U‘

savings. Only one woman, Shalinaz, has no cxtra-BRRAC sav Aangs at all.

In our wases, musti chul was a relatively small savings <adezvour, providing 1-3 kg of dce
per month for own consumption (in time of shortage or normally’, donation to the masque, or sale

to provide BRAC savings. Jewe! often “sclls™ her musid chal to her husband, in order to get her

BRAC savings. Howzver, in the IAS T qualitative study, cne w

Tn Mfallarhat the 1AS

v
IR SS SN 5963 4 153 SO F O Sus Sea 9

R L i e R e
i Cars 36ing o

i - £ . L ke T it
as i © trangsformed info MGE . During ~ur
1 cmase . -~ oy 3
sold her with moenzy for the franspornt

Usmm O& n”" .ll" n"\l

Sepmls BT g iy s S
bank. 12 women have access o

Further exciuding savings stored at home or in a mans
estra-BRAC savings. or have had in the past. Only four women niendened thar they have or had a
muatir bank; however, they afl me 1t*onef.‘. having significant amounts of money in their masir banks

in the recent past: Tk, 300 used for Eid clothing, Tk, 1000 used to by a deep tube well. encugh to

buy a goat, Tk. 300-700. a2 banks are kept, because, as one svoman put it. “a crsis won'i gve

notice befors it comes™. On the other hand, one woman mentioned that BRAC has replaced the

matir bank m her home.

306



Druft

Four women have bank accounts, including one who deposits her VG savings thers, All

these accounts areg in the wwoman’s own name.

o Khaironessa has deposiled Tk, 100 cach month in a fixed account since
November 1996; the staff suggested Tk. 25 - month. She will get the d=posits
back as a lump sum at the end of the vear.

e Jhorna receives and deposits, on average, Th 235 000 every 3 - 4 moenths, as
a remittance from her husband who works tn Malavsia.

o Ten vears ago Ahudija depositzd Tk 26 30t into a fixed deposit account. At

,(}1‘

one peint she withdrow Tk, 6 300 and the remaining Tk, 20 000 i in 2 f

A - S »
""Slt or TROTS, LIV moSToEEr n '*hlh

n I T
u-ld\/ lv ;le .AA—‘-du—v-A i, 2 . (“ l"_\ "

2083 L AapRL

that many woemen aave TD5
Pension Scacme accounts. and that it may de More appropiafe for orAl o
offer this service in rhis area. rather than a Currenr Account. This is dus <o the
remoteness of many villages. as well as the high potential grofit levels zameg
due to proximity to India. “Why save at 6% ~hen you can wade at 3077

In addition, Khadija’s daughter-in-law hiolds 5 bank acccunt with her husband, bur it is ar prasent

empty.

Three of the four respondents from Dhenaidah (control area) have at present or in the past
had 2 significant amount (TX. 2 500, TX. 4 000, and Tk. 12 300-14 000) of land mortgaged in. at

times using BRAC loans to do se. This is the only region that we visited where this seemed to b2 a

P———. O | : M N . 1 ~ 4 PR B =
»nuf‘a}h Jﬁd LJquh\m. SSCTHTL Y T OTIVT (I VS tortheuscaba PIcTT i)f }..uu .A[ld CONSUITICS T URSS T

sells us products until the moengagor can afford 1o purchase the land back. Profit is the remumns

trom the land.

-4

A3

Onc woman, Runa, has used both BRAC ﬁ,ndx and her own money o lean TR 4 000 and

TR. 3 000 out to others for paddy husking - after onc year she gots the capital back along with 8

307



Druf

and 10 snainds shaf, worth T 3 200 and TK. 4 000 cach!™ ‘This is a rate of 80% interes par

UICS

Two womzn hold sccounts with other MG, Resluna is the president of both her BR.AT

h 3

and Proshika groups, and she at present has Tw. 420 in her Proshika accouat which she
accumulated between September 1995 and July 19974, Often her Proshika deposits were much
largsr than her B2.AC ones {about TK. § " week) hecause Proshika issucs group loans onh when

aroup savings can provide 10%s of a project cost. Exsentially all of Recrane’s BRAC ¢

ioans hove zens o her poultry businass.

prasident of her BRAC

about TX. 200 in her Grameen Bank account
heen ueed and remad by her son-in-faw: she sesms horny 1o nrevide hrm this service. as she nos

essentially disewnezd her own son.

5y

Most women we spoke to said that they had never really heard of non-N(HT somin i ther
arza. especially for women. Jewe!’s husband. a rickshaw van dimer. used o be in a2 van drmer's

sor:ty, bur it stepped ‘just tike that’. Runa’s husband s the cashier in the cooperaave at his poveer

lcom center. He depesits Tk, 10 7 week. and although icans are avatiabie ar 390+ wezk. he has nor

avatied himself of this oppertunity as yet.

based savings, a tew were mentioned by VO members during our preliminary fieldwork. Some of
these had become defunct since the BRAC sonune stamed. but several still etasted. including
members from BRAC and other NGOs, as well as women whoe do not brlong 1o an NCE=2 A

" s sueresung o noie thai i ihe cuse ol ,)-MJ\.\‘ castng 1R 3. ke, rhe borrewer would inake The 103G 10 Ge
lender’s TR 000, moche case o2 7K 3000 fo
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particularly creative scheme existed wherchy about ten or fifteen women accumulated their musti
chui together and then sold it. With the money they purchased platzs. glasses, and cutlery. which

\

thev rent out during weddings and festivals, sharing the profits. In ancther VO, women stated that

=3

they have so much faith in BRAC that they would not restart the savings group which had

dissohved since last year's tinod.

It was already apparant during the preiiminary field work that in soms zrzas in particular
women have z significant amount of extra-BRAC savinzs. One weman @ Paba iold us, *Of zourse
we have more in our owr: hangs that wath BRAC!” These <avings r2et 3t home in cash and Wind:in
a bank or post offic2 acerUTT IN 1 WOmAN s AWN name. 2T the nome of 2 shild Ar fushand: or in 2
community-based non-NGD somn or investmemt ciub. Further research needs 10 be done on the

xtent and fludiny of these savings. and the metheds rhar are vsed o0 mobitize them. ine (a5 0
survey mav provide an irkiicanon of extra-3RAC sa\fings.‘ However. @ consideration of the fact

that the IAS I team were seen as BRAC siaffl it may be the case. as it was for us, thar aot ail

" ’ i . g
extra-BRAC savings wers mendened or corrsety estimatzd.”

' Several tmes we noted signifivant savines diat the IAS [ ieun had mussed. and (0w likely that the reverse would
haviehappenzd afwe did ned ave aseass ¥ e Sndunes
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3 The new BRAC accounts; and impressions regarding DRAC savings policies

1 2 ! 3 f 4
& ‘u i 12 . 3
Case Branch savings | Reason for - Why she would like to withdraw
. | s § ¢ :
Pseudonvm scheme ! withdrawai

Puna \odel One Has not been allewed © To add to loan ameunt and open a
i e, e i e OOy shGD ;
Model One | Has not been allowed | To deposit in commersial bank 5o she -
i + can withdraw freciv: o add w0 loan
" amount and relricve mortgagad land
house repairs

Shircen

T
]
f
'
'
'
'
i

Thoma Model One | Hasnstheard of . .

Jarvel ! Normal j Automeatic Crisis
f © adjustment by BRAC
! i 10 repay lean
Sosnera . Nopmmal - ' -
‘ {dropouf}
Murzng Normal j - _ Crisis. lean scason. pou
Haheln ¢ Niormati Has nat 2ean ailowed No Ionger interested
Z (nactivey | _ Wit s
Tia ~ * Current Account ;. Has nort heard of Crisss, thrrt
; ; ostem ‘
Nhadiyja Current Account © Has notheard of  WSrants to her chiidren when they nesd
5 sysien : it

.~

Current Account :  Hasnotheard of - - Daughters’ marnages i futars
' svstem

Rezshma

Shaihnaz Current Account :  Has not heard of Crists, especially dlness

‘ vstem

g

Khaironessa : Current Account | Poultrv business - \
‘Model Two | (Current Aczount),
| automatic adjustmens . :
' to pav off missed
| Kisti Model Two)

Hasina

Current Account ! Agricultural inputs_ Crisis. espectally illness
{ Model Two ‘ :

Sultana Current Account ! Advance tor , -
/ Model Two husbund’s milk

! i business i

Shuma

Model One Daughter's IISC | -
. eXam fees =’

i E ? e e
Josna Model One | House repair afler | Daughiers” martiages in future
i ostermoand clothing o
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A, ‘Nomal’ system

In Dhenaidah, no PSP model 1s offered. Two of the four women we inerviewed there
were quite unhappv with the BRAC savings system. Jewe! had her loan that she had (allen behund
on repaid by BRAC staff, who ‘adjusted” her savings and informed her later. She and her VO
President both consider this v2rv bad practice, as it takes away funds that could be used in a crisis
period. Doth wwemen would grefer to be able to withdraw their sevings Juring crizis periods rather

than take loans - previously Som ucighbours, now from DRAC - but the laner svas absclutely

ot | b 3 wr S S o + - 1 Roawics aheis . i i X .
umwilling to forsgo interest fir this service, as “the people hers ars tco poor™. Before BRAC,
G - # L ~ cAve = i 1elhAa=T 1. VER G e o @ pro 1%
Jewel had no idea sbout savings or somity, Jewel's husband knowy the details of Junata Bank's

Fited Deposit ~.count, but ke mentions that they will net take sech tny deposits 2s BRAC does.

n —_ Tantianadd mes Beoenflen Loiim @l St e " s
Rahela ind her husband arz imactive members; neiher amond mesings, Accerding
s 2 H T s <y sy PRN + crninymal # A - N o g . 2 2
thém, BRAC s1aff lost bofy their records and then refiused to Zhve them any siors oans, Theh

savings were faken withour their permission to pay off their outstanding loans, and now they have

no way of withdrawing the perhaps Tk, 500 BRAC savings between tham that is laft. As thev are
e ss from hand L is very impostant to them - perhaps 10% of :

Inving more or less from hand o mouth, this sum is very important to ¢ perhaps 10% of all

the other assets thzy hold.

Murzing related for us the history of compulsory savings since she joined @ October 1990

0y

For the first two years, Tk. 1 * week was required. Then for three or four years, savings deposits
zallv were net compulsory. 3o she never gave when she had an outstanding lean. In the last faw
months BRAC has started 10 put the pressure on. and now she ones Tk 3 - 4 7 week. She

° -

remembers that she was ongnadly 1eld that she could wathdrawy TR 3 000 our of Tk, 5 00, but

now the PA savs withdrawal s only on dropout. $éeerzira would ithe a Current Account svsiem <o

N

il
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she would not have to borrow frem relatives during erisis.periods. Betors BI Murzing had no

Ty
that 15, a woman who left BRAC because she {-er husband) fzli

Savings.
Hosnara is 2 *drop-up’,
that the family had no more nezd for leans now that the house is repairzd and he has a wage job.

Her outstanding loans were paid off by whatever savings she had in BP =l

B. Model One
e done in tvo areas widch are offedng Medad Coe services: Amdia, the ol
""" in Amdia o

nunaer Puthia. in Zajshali.

and the <lightly vo
dio

more SRy ie ado

Intervicws we

well-performing branch near Thaka,
cined in ordar in 2

. Ruina jotned

aut of three of our zases had anened acooun:
her lean amount - she wants t0 open a Zrocery store, and te2] she needs Tk 10 NON-20 004 far s
2ds. Nhe hos hesn teld that she 2on withdraw Th ! 000 -of her omad savins

- Py, Howsever, her

entarprise and other nes

of about Tk, 3000 and after <az repave thm amount. wirthdraww anoth
This may be because

P A savs that withdrawais take nme. and has not allowed her to withdras vet
“Cine’

she currentlv has two loans outstanding. She i1s unhappyv that she has o repay the amount
own!” On the other hand. one of the maor reasons tha

repavs someone else’s money. not one
she suves is (o carn interest. so pernaps she would have repaid the withdrawn amount in any case

Shireen has also opened an account - her understanding 1s that she can withdraw TK.2 00G

out of TK. 4 000. She has been told that she will be able to withdraw when the others do. She

wishies to make a withdrawal and deposit it muto a conunercial bank such that she can have open

Dunng owr prefiminwey fickdw ot women i one VO retueiibierad exuctly how much interest thev had cumed Gve

months pravious. to the l'xﬂr teka-peisha - s obvioushe very impoanant to them.
Rt

312



Druft

access to it - to have cventual access she does nat even mind paying back the BRAC savings. ™

Altermatively, she will add her savings withdrawal to her lean amount and gct back the land shz

mortgaged to pay for her daughter’s marriage. Shireen would prefer @ Current Account which is

totally separate from foans and offers tree withdrawal, usefui for house repatrs and the like.

The third Amdia case, Jhorna, had not heard of the Model One system until Shireen g2
her a knock on the head and reminded her. Jhorna suggested that a Current Account might be
usetul for her as she receives remittances from her husband and the bank is far (although clcser
than the BRAC office). The twe women tegether said thar they are otserving BRAC, o ‘ses what

happens’.

In Puthia. we spoks to fvo womsn, heth presidentss of their VOs. Shuma - with 2

Vests

Grameen RBank account, a VGD card, and 2 sen-in-law ~vhe uses and repavs all of her loans - k23

Uy e

mads ovo largs withdrawals through the Mede! One svsrem: TK 1 30 (repaid in two iump sumy)
and Tk. 1 600. According to famulv memoers. these sums were used to pay for her marned
daughnrer’s HSC tees! It is difficult to determine whether SAuma’s son-in-law was behind s

withdrawal as weil as the loans. If not. the withdrawal faclity may have provided Shama with

funds t0 pursue an activity - educating her daughter - that her son-in-law was indifferent to.*

Josna. aiso a VGD card hoelder, made a withdrawal of Tk. 1 600 in order to repair her

house which was damaged by a storm, and to buv some clothes. She was able to pay back the

amount within about five months, in a scries of installiments plus two fump sums. She did this by

s &
(e

**During our preliminary tieldwork, a woman mentioned that if BR.X® were to open up savings she might m
mogey fFow Junata Bank to BRAC *Bank’.
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sclling cags and poultry, as well as receiving money from her hushand - they are iy savings in any

case. She saves with BRAT in order to get loans, but also to save for her daughters” marriages,

\

rather than keeping it at home and spending, and she is happy about the opportunity to withdraw.
Reactions to the Model One account during our preliminary ficldwork in October 1996
were similarly split. Focus-group discussions were held in all the Model One areas with members
from a total of frve VOs. In on2 area, members of one V() were very happy 1o have access to
interest-free funds during crisis periods, and they felt that _rhc repovment rule was heth fair and
common sense - w2 wouid heve repaid 1t oanvway!® Members of nve VO moanether arew
however, dlthougn dappy that ey new had access 1o their savings, werz ouatragzd that they should
be expected 10 repay their own <avings on an instailment hasis. Some of these women it that in
general their concemns were nut being fiskned o by BRAC. and sl decisions were made in
: .

Dhaka irrespective of their local needs. [n another area. where seeuniny is @ probicm. the Modsl

One system was very popular despiie the repayment rule.

C. Model Two
We interviewsd three members from Paba. a Model Two branchi that aiso ofers a Curreat
- . 1e . . . . )
Account service. but onlv 1o chuch rearers.” The lmited differences between diese accounts must

be emphasized again here, The Current Account is entirely separate fom the BRAC credit system.

and offers open withdrawals and depesits at the branch, but no inicrest. Model Two savings

officially offer open deposits (at the branch or VO meeting) and open withdrawals (at the branchy,

** Shugna has raised her four Jaughitess sinee her husband died 2leven vows age Dne s aiad with her HSC pass,
aitether is In nursing seilcol on govezunent schelarsdip, and the youngest tvo wic toth i Class S Shuna s cortudndy
detenmined 1o educate er danghiters,

Y o understanding, Uus is despite the decision thal was wade ai O ihat miose branches i Rashadud oficing
Maodel One (Puthiny or Mode! Pwe semnees shoutd not aiso ofior Dumons Aconunt semnoes,
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unless the member is behind in loan payments in which case a “fixed amount’ must remain in the
account. 6% interest is paid on Modzs! Twn gav inzs. In practice, there are certzinhy man more

restrictions on Model Two accounts than would bz thousht trom official policy, as noted in Furt

One.

Khaironessa, a chick rearer, holds a Current Account. Until August 1994 she was only
depositing Tk. 2 in her normal account, and now she deposits Tk. 4-3; but in her Turrent Asscunt
she has made working capital deposits and withdrawals of Tk, 1 000 - Tk 3 }fo?-. She also s
mzking monthly deposits in the bank. as neizd abeve. Ar one peint, when £haironessa had fzilen

2 largs aepostt to her Currenr Account BREAC

shightiv behind in her loan repavment after making

(i

automaticaily withdrew Tk. 134 from her nermal account by using Medet Two thofines, and had

her sim. Further there 1s a dwscrepancy benween her own 1dea of how much wes in her Current

Account. and BRAC records. as the orfice hoids her passbook. As well as for working capidl
{cluck purchase and sale. and feed). because chuck rearing is a reiatvely nsky activiiy. i seameld as
if the provision of Current Account facilities will be heipiul to Idxazrom.s:.a She mentioned how

her chickens suffered a disease during the swinter menths. and that she coped by using her own

savings.

Hasina on the other haad ts not twolved m chick rearing, aithough she received BRAC

traiaing, because she is afraid of high chicken mortality. Therefore she does net have a Curvent

Account. However, she is very happy that she now has the oppox*umtv to withdraw in times of

ciists. Before opening the account, when her sen had fiphoid the family masaged Fom houschold
-

sivings and by reducing houschold expenditure to pay costs of Tk 1000, During the lean scasen,

houschold savings must be spent, food stock consumed and loans taken from the mohyon. She

o
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prefers the option of drawing on 1 her own savings, although she hopes to save cnough for livestock

too. Hasina has already made one withdrawal, for agricultural inputs like paddy and fertilizer,
Husina bdwv s that she can now withdraw any amount from her account. leavings the deposited
amount from amy outstanding loan. Her only concern about the Model Two svstem is for cier

women: if a woman’s husband 15 not good, she may he forced to withdraw for the ‘wreng

reasons’.

Saltana’s hustand is o milk trader with a daily income. Sultana is able to make larger than

grage depesits - previoushy Tk 25 7 week now Tk, 1) - becauss her hushond has a goed =nd

1

* He often must make depoesits of Tk, i il 10 those “who provide him with muit,

&

steady incoms
Sufrana has made 5 withdrasvai of T 1 3000 and stares rhat 11 e mueh 2avier o manege these mik
pusiness depostts now that there are withdrasval factlities. it seems ay f her sicvanoen would iend @

using a Cuirent Accouni factlitv, but because she s not & chuck vearer ihe service 18 not avatlable ©

her in this branch. She also lives quite far from the BRAC office.

Dunng our preliminary fieidwork. focus-group discussions were heid i ali the Model Two
areas with members from a teal of six VOs. The Muodel Two svsiem was, in gencral, popular.
Howzever. by those we were abie to ask {as we did not at that point have full details). the Cumreni

Account system was preferred 0 any other possibilitv. Tias was priunanly dus to it being the moest

open svstem, bur aiso because it 18 the one that women who have *business sums’ to deposir and
withdraw could choose for themselves. It was often inplicd that these women would deposit more

significant amounts and net withdraw for friveleus reasens. Some staff meambers, howayvern

-

® According o owr diuwnbiad shewlht of Saitwita’s husbiid’s dicote witd v\w.“d..uu ,uh.,x lu.. fultds by s

tHanol smrenarh s unronnded, or e s 2amung 2 lor moere than beeld ns, perbus
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expressed a concern that a Current Account system in particular would lead to a significanth

increased workload, especially far the PO Acconnts)

N
D. Current Account

Other than in Paba, we interviewed four women in Chapai Nawabganj, a ‘pure’ Current
Account branch, with only 13 Current Accounts. None of these four women had heard of the
Current JAccount system, altbeugh one weman had in fact opened an accountt According w©

branch records, Reshma, the gresident of her VO. opened a Currsn: Account in Ssprember b
depostting Tk. 20,7 She instsad verv clearh 2xplamed 10 us her ‘chicken aceount': she deposis
Tk, 2 uu with BRAC wien she purchases chicks. and 2ets the deposit back when she seils BRAC
the grown chickens. Branch staiz suggested :hat perhans she bought the chichs for Th. 2 G0 and

foraen or deposited the TR, 2 0l Wi her Julteni ACCOURD (AO0 dosording ¢ braneh iecords .

Resiing tinks a Cutrent Account would be useful. though aot a necessity for hier.

Onginally BRAC told Reshma that she would e able to withdraw one haif of her savings
affer five vears of membership. but the PA has not said anything about it since. She will want w©

withdraw for her daughrers” marnages.

Lia and her mother-in-law Kheddfe (who holds the impressive fixed account at a bank)

have not heard of the Curreni Account svstem =ither, but both think it wouid be verv useful - Lig

for thrift, and 10 use during crises, and Khadije in order o be able to give TK. 1000-2000 © her
children when they need it rather than have © borrow from neighbours. Altheugh in a VO with g
diflerent PA from Restma. Lia and Akadija oviginalty heard the same story regarding

withdrawals. Now when the PA s asked ~he savs i is up to HO. Lia and Kracdis continue (0

318 "



!

Drufi

save, (abouat Tk 9/ week and Tk. 5 / week respuctively) in the hope that one day they will be able

to withdraw for occasions like marriages and melas

Although Shahaaz has regularly given Tk 5/ wesk since she joined BRAC in 1992, her
branzh records state that she has perhaps half the amount she should, and the PA keeps her
passbook. Although she too has not heard of the currsnt account system at all, she thinks it would
be uszful if she were sick or zxperiencing a crisis period. Because she sells milk and eggs. and
pericdically livestock and poultrv. as well as %scw:mn remMITANC: *s. trom her sister in Dhaka. a

Current Account would aiso be useful for her in terms of working capitai.

PART FOUR: Conciusions and recommendations

The theme of this paper has been the devslopmnt of BRAC's fnancial services - in
partictlar savings - into a mere flexible, appropriste. transparent, and clear system of schemes
This ~ill become increasingty important as BRAC moves rowards the creation of 3 BRAC bank
and as compeiition from other organizations grows. in particufar as BRAC expands inte urban
areas. Many of the conclusions and recommendattons thar have emerged during the course of rhis

paper have in fact been made in BRAC smudies based on the previous pilot project and other

experiences. but thev wiil be reiterated here. along with some new ideas.

First, in terms of trunsparency, it is recommended that threg main changes are made.
First. the passbook and branch fevel records should be changed in the way sugoested in _drpengx
2. This will ensure several things. Members™ passbooks and branch records wall record exacthy the

-

same information tn the same way, leaving fittle possiivitty of discrepancy ansmg. (Fuorther,

it .o -
The official Yower it for depesits and withdrawals s T, 50,
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passbooks should always b_“_' in the member’s hands, not with the P\ or at the office, as was
som-ctimcs found.) Totals in passbooks will be cumulative, making it casicr for members to know
exactty how much savings they have. The forms will aid the PSP manitoring and @valuation etfort
by allowing all refevant information to be collected in a clear and ordersd manner. Thus HO RDP

or RED can understand branch practices and trends, and make suggestions or recommendations to

improve performance.

Secondhy, 1t 1s strongh suggested that every BRAC member imvonved in smings and lcans

compicte a basic numeracy course. Many members are oniy abie o <ign their numes. and whiie
this 1s certamniv an impoerrant and confidence-buiiding step for ditterate women. o 2i>¢ nmplies thar
women can now sign documenis that they cannot understand - nol much befier than a thumbpnnt.
From the perspecuve oi {inancial transpareney tus is a depiorabis conditon. I one levei of

women's empovwerment 8 hoiding an NGO zccount. the nexi wmaior siep s understanding it

themselves. and not having 0 relv on NGO staffl relatives. or fifends o explain it 10 them.

Thurdiy. it is recommended that if BRAC wanis {0 retain a portion Of savings as secuntv
for loans by making it inaccessible, that dus is made clear to members. That is. savings and loan
security should be separate. The term ‘sccurity” is used here rather than the term ‘collateral” for

two rcasons. Firsdy, ‘collateral” has the implication that the asset will be scized upon loan defauit.

‘Sceunty” implies a more flexiple pelicy whereby members prove their loan-worthiness through

saving a certain amount, and rzalize that the obligation to repay will not go away if they default.

Sccondly, donews have grown attached to the sugar-coated concept of ‘eollateral-ite loans to the

-
peor’.
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In terms of clarity, it is recommendad that P\s - the staff that are in the moest contact with

members, are frained to present financial information and changes in policy to VOs in the clearust
. \

manner possible, leaving time for questions and oncerns to be brought up. Many P.\s arc alrzady
expers at this task, bur many others are careiess. It is sugeested that branches strengthen the mie
of the women in the VO Working Commuriee as resource people. Thus, when a member has a
guestion about whether she can make two withdrawals in a week from her current account. for
example, she can ask her president or cashicr. who will be more likelv to have this information. ™

Sunpie forms of adverising can also be used 10 promoic BRAC savings svsiems in a clear fashion.

In terms of flexibiliry. differentiarad savings svstems shouid be offercc. as has bec
suggested by the Zaman et ai.. and Decha and Ara studies. and as s very successiul in the BRI
among otiier svsiems. 1here need ondy be three modeis 70 strt with: a complerel duukl current
account which ofers no intc}r:s& a savings account wiih yestneied withdrawails that offcrs some
meersst (i.e. 6%}, and a fived term deposii account that requires regular deposits. dogs not vemit
withdrawals, and offers a higher level of interest (e 10%). It is possible to make these svsiems
¢ven more flexible by stipulating that, for instance, ¢ you withdraw mere than once in diac
months from your savings account, it becomes a corrent account for that vear, or, if you withdoaw

from your fixed deposit account, it becomes a savings account and you lose your chance for the

wcher interest rate. This will motivate members into depositing but n ithdrawine unle
high terest rate. This will tivate members into depositing but not withdrawing unless

* A Stuart Rutherford and [ discussad, Liizht ot gtow the Rl Jetudls of my bank accout, ber U ow dat at any
tuuie L eun refer 0 the shead of auwpars ey wove e, ot ang up hielr 1-R00 munber to Gnd ot BRAC miembars

showdd have a similar oppemnune
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absclutely necessary. Then, after BRAC sets up o unifsrm reserve requirement for branches,

predictable amount of loanable funds will beeome availabie. ”

in terms of appropriate services, BRAC is already providing servives far mere appropriztz
to peor rural womsen than banks, but some lessons can be leamned from women's own savinas
habits and from indigenous savings somuty. First of al. svomen should be able to choose the
savings level most appropriate to themsehves - .2, a savings “band™.. This, in combination with the

provisinn of a fixed deposit scheme, may v poor inie joining BRAC and startirg

Hulme's process: buiiding up ¢ savines hase, reducing shelr own wuinerabiioe. and prepering

T""'T‘*“?‘.’:‘.S Ir,’" T*{\M(‘P(‘" fk.a,\nfy}-\ u-.;d.r A r.\:.:no /c...vw\.. f'

FI DN .
hemsshreg Ior "wromoe e rewn men

also md In meinimne savings from argsr amounis of savings or working cupiiai uw
store and mvest. Al preseni BRAC is restrnicied w0 moedilizing savings from 118 members. but

members will increasingiv be recetving larger loans dwough the MEL A scheme. Thus. it sssims

liken that the upper umit of the BRAC credit programuns arget group will shift apwards, and tha:

Wb

BRAC will continue its siow progression fowards cann-heod.

Secondly. thev should be abic to make deposits as frequendy as theyv have the cash 0 do

su. We found that about half of household income are dally incomes. and that most of these are

0

women's own incomes; further. the types of expenditurss women have are freguent and smail

Lo, children’s pocket moeney, books, health, kitchen goods and cosmctics. This implics 3
convenient deposit-iaker, as members whe Ive far Tom branch offices or outpoests are 2f 2

-

$owarh ol O more thun 139, eyan rhlppn B

]- L"‘”‘ -‘(it;:\\ \

N e
swtid have 10 he g,

witlidiaw, Tuklitg die case o Faridp brancti diey U

Fatarnied i denos - ait
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disadvantage. PAs should also be prepared to provide some tvpes of withdrawal facilitics during

their ficld visits. Thirdhv. 1t implies a secure place to put all or part of 'san funds i the opporiunity

k]

to tnvest 1t is not vet avaiiable. or if an mvestment is not expected o immediately bring enough

returns to pay imiiial kst

A mcans of mothvating branches to provide the tvpes of savings serndces described may be
to set targets for savings mobilization irrespeciive of levels of withdrawals - for instance, setting a
target for Dhenaidah of raising the own savings rate to Tk, 3 ° member over the next one vear. It
wouid he immortant 1o press an managers that the increase of own-comnuisert fzvsie of vavings
tLe. coercion would not be iolerated. and a montoring svstem i A <fizol must be in pidde
Esscntaily. branch stafT musi se@n 0 use ihe same Qe ul moivanenal o hat are uobzed in
otiier MIIs ke BRI and tie iommal banking secion adveilisitid. i inceniives with regards ©

returns and prizes

What are the implicaions of these recomunendatons for tie aresent ©507 Promotion of
savings mobilizaton withun <ach of the svsiems in the relevant branches shouid beeome the focus
of branch staff - only then will we get a clear picture of the actual peiental of dhe various models
It is hypothesized that if this occurs, savings rates will rise and ner svithdrawals fall. such that

savings will be able to make a larger contibution to branches’ Rovebving Lean Funds, The

2

recommended changes m the montforing system will make these changes easier e note.

R R . LI . g
i e eorine! Madvueale ROBisaa af cubes SWRHL Peddaas o0 OTOVIUIWD il ol 1w
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Appendix |

Voluntary Savings Mobilization: Multible Benefits

Vi Benefits lo clients: households andior smull und medium_enterprises (SMES)

\

A. Deposit instruments appropriate for local demand

L

N

e

(=)

Emergencies and unexpected investment opportunitics
a) fully liquid

Managing irregular income streams. cspeciaily seasonal variations

a) hiquid, semi-liquid, fixed - depending on nature of income stream

b) multiple accounts

Investmenis

a) usually fixed. but somctimes liguid/sermi-liguid depending on naturz

of investment (i.¢. land vs. school fees)
Soctal and refigious obligations
a) fixed, semi-liquid, liquid

;

Old age and disability

a) direct, through savings to care for oneself
D) indirect. through 1nvesing in chidren’s education <¢ic. in the

expectation that they will care for vou
o) fixed
Building credit ratings

a) vanable

B.  Liquidity

O

R

numns

D. Improved financial management
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.-
VO: Swdnaack Fara
Name : e eaum
f 7 )
Mal family member’s name : %w/-o '\/ i ! o || Stiai B
Membership no.: 222
Balance: §55
Date | Weekly Extra 5% of loan | Withdrawal ! Savinas loan Savings | Balance
; deposit voluntary | ’ : or savings | repayment loan '
; ! deposit ! i loan ok .| outstanding -
02197 | s | & : - ! - : i ; F57 v X
SI03eT £ ‘ 10 : a7 : : " ] 1o C aes
rcsigr | e : 5 Z . ( . i & : ’ gz
HoZIer 4 ‘ £ : - ; - ; - % - LorzE
NCE9T 5 ic - . ; - : . -
VO-wise savings record
" VO: Surdzacet Taza Month: Haeet
Balance ar end of previcus monti: 2647
ame Mate - - Mem- Weekly denosit 3%, - With- - Savings | Savings  Ba
family ‘ bership l (compulsory + extra voluntary) of ' drawal | loan I loun
mem- ¢ no. ! i joan or | repav- | outl-
ber’s : : | savings : ment | standing
name ! ! foan ¢ j
! | Week | Wee | Wee ; Wee | Week | :
i 1 i k2 | k3 - ki 3 i :
i Shi | 02 | 540 | 30 | 545 543 | 226 | W - 3 -k
aun Dhosaatx i | i i
wa | Cwas | CI6 | 545 | 5 |55, 5§ 5 | #C ) -60 | = éec |
latun ! i | '
SUBTOTALS IC+15 | CHle | lo+ic lo+5 | i6+iC i i
TOTAL l 50+50 250 | -650 | so | o ! &
CHECK:
208 + ICC + 25 - £3C + SC = IC2C + 510 =150 2
Number of compulsory weekly deposits missed: 0
Number of members who made voluntary extra deposits: 2
-

Number of drop-out withdrawals = ¢
Number of non-drop-out withdrawals =/
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MONTHLY BRANCH RECORD™

Branch: Ruzigram Montii: Tolanets
Balance at previous month ¢nd 5550
Compulsory weekty deposits i
Extra voluntary weekly deposits 135
5% of loans 600
Withdrawal/savings loan -750
Savings loan repayment 127
BALANCE 5755
Number of compulsory weskly .deposits /
mussed

Number of members who made voluniar z
extra deposits

s e

Number of drop-out withdrawais ¢
Number of non-drop-ou: withérawals z

-

31 " i , . . e . g .
Monthly branch record example is given {or a branch with 2 VOs: Sundergach Puma and unother VO, information
not mven. Toral membership of this second branch s 4
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Il Benefits o local oroups, organizations,_and institutions
a) savings accounts that can be held in the name off associations can

improve financial security, decrease opportunities for corruption. an
improve the accountability and financiai managemsnt of group

funds

1 Benefits to financial inséitutions

b Benefits to the econcmy. development, and sauitv
a) increases the resources available for produ tive investments
o) reaching the very pocr
¢ sncourage seif-tinance of nvestments

Adapted from: Marguente S. Robinsen, Tinencial Inmtermedhation ar the Local pevelr Tossens
fom Indonssia. Part Two: A

vvls

Theorztical Parspective. (Cambridge, MA: Horvard Institute for
internationai Development. Development Dhscussion Paper No. 482, 1964), 99-1833.
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Appendix 2 )

Recommendud passbook, VO-wise, and branch level savings record forms

‘Register and passbook
to record a member’s current account activity

Name : Ut Rbeatur
Maie family member’s name : \/U Onear w2
VO: Sudeooct Daza Miembpership no.: 075
Dare of opening account @ g3/ 63 97

- Date Deposit - Withdrawai : Balance
0310315 S50 E =0
Fjczior 250 " . ¢00
cslesisr | 700 i 200
29/c5197 1zco ' : 120
12/C6i97 L izso 50
Name ; Tlaviadax
Male family member’s name : |, . !

ale family member’s name : | do om0 N.| -

VO:  Plawisram Membership no. ¢35

Date of opening account : 15/ ¢¢/ 92

Date

f Withdrawal

! Balance

slexiey ——
Zieer f( b :
Fesiay | = i
Elesiey J /
LY | & {1 L727}

/

' /

&0

i



Register to record month end hranch-wise data

Month: Pazs Number of accounts apzned: /

Balance at end of previous month: ¢ =
Total deposits: %20

Total withdrawals: 2 Number of withdrawals: &

Net savings: 960

Balance at end of month: 922

Month: At Number of accounts opened: /

Balance at end of previous month: ¢

Total deposits: 275 '

Total withdrawals: ¢ Number of withdrawals: o

et savings: 875 :

Balance at end of month: 77z

Month: %ay Number of aczz
Balance at end of previous month: /75

Total deposits: 5

Total withdrawals: /eso Number of withdrawals: £
Net savings: -/045

Ralance at end of menth: /52

Month: fluee Number of acccunts opens
Balance at end of previous monih: /966 '

Total deposits: /625

Total withdrawals: ¢z¢ Number of withdrawais: 2

Net savings: 725

Balance at end of menth: 192¢
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Savings passbook

. / y -
VO: Seidogact Saa

Name :

Maie family member’s name :

Ootbrrs Lhatue

Membership no.: g##

Balance: /225

]
5 \j W

% & ST

Date Weekly Extra 5% of loan Withdrawai | Savings loan f Savings loan . Balan
deposit voluntary ! orsavings | repayment ; outstanding
deposit | loan i :
c3/03/97 s £ - : # - g - L ess
0lo3/57 5 - 50 i - - | - " i8%0
17103197 £ 5 - ; - - | ~ )
28/03/97 - - - i - 650 - l 650 L 7s¢
2403197 F . - | © 1 7 L 7
Slfoz/97 3 - - | - 7 , 600 I (7
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Appendix 3 - Branfh level financial data collection chart
BRANCIH July 96 Aug 96 sept 9o Oct 90 Nov 96 Dec Y60 Jan 97
Membership ;
o o s i s e e e e s e st e
Compulsory
veweaeyey| | | | | T T

5% forced

Current accoufut
(# of accounts

Savings loan

| repayient N cel
GROSS R :
Cotal withdeavjals | o B *
T e e I e e e e e
ibdealin, L
Non-dropout )
withdrawals (#) :
NET

i# savings defapliers

#of Model Onje
accounts . _ .

A e - g e



Membership = total number of members that month

Own savings = wezkly (or monthly, in the case of first year branches) saings deposits
Compulsory savings = membersaip X compulsory monthly savings wn that branch (T, 8 or Tk, 20)
Voluntary savings = own savings - c.ompulsorv savings = amount of deposits made above the
compuisory amount

(#) = number of members depositing more than compulsory amounts

5% forced = 3% of anv loan taken that must be deposited in the member's savings account

Current account = net change in amount in all current accounts recorded at month <nd
(¥) = number of accounts that month .

Savings loan repavments = for Model One branches, the amount members have repaid of their
withdrawn savings for that mezih

creed — current accounts ~ savings refinds

Total withdrawwals = svithdrawals made by dropouts = withdrawals mads v non-dropouts
(=1 = number of dropout- nen~iropout withdrawals that moath. respectiveiv

NET = GROSS - Towal withdrawais

7 of savings defaulters = # of members who Jdid not make compuisory savings deposits ihal monih
# of Model One accounts = 7 of members who have opened an accouzi by bringing in photos and
signing a specimen card: the number of withdrawals will be less than or equal to the number of
accounts

N/A = information not availabiz
- - = information not appiicable ]
? = information qusstionable
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4
Apperndix 4 Sample sct
‘ Code Branch District Age Model
' } (vears) j B
R ‘Ihakurzaon | Thakurzaon 20 Normal
L2 Kurigram Kurioram 2 Normal
3 Feni Feni 2 Normal
L4 } Goainghat Svihet 3 Normal :
: | i
5 : Rupganj Narayanganj 3 ! Normal
.6 ; Kulaura ! \Mcuhibazaar ; 5 ; Normal -
" 7 |  Bhobampur | Dinajput T 5 | Nommal
5 | Jnenawan Thenaidan 8 - Nomma
i | H
2 1 Dheraiadah ' Natore S S Normai
0 Fowhlat arsingd T e
’ il : Gaibandha f Zaibandha 10 Normai
. ii Jamaipur : Jamainur : 0 Nonmal
ro13 'I ' CGobindgany ' (zatbandha , ) I. Modei Cme
1] Suthia ; Rajshat T8 Modsl ome
ST Amdia Narsingdi 11 | Model Cme
{ i : : -
; 16 : Sonargaon | Narsingdi {3 1 Modei Two
1 Palashbari | Gaibandha 7| ModeiTno
.18 g Paba : Raishahi : 7 Model Twe
' 15 . Sherpur : Bogra 3 Current Account |
T 20 Debhata 3 Satklura 3 Current Account ‘
21 Bagerhat Bagerhat 3 Current Account ;
i i Daulatpur Kusthia 4 Current Account {
ir 23 Mazira Bogra 3 Current Account [
» 4 Chuadanga . Chuadanga 7 Current Account
i i 1 !
: 23 Dureapur i Rajshahi 8 Current Aczount
' 26 Cl\ip&i Nawabganj | Chapai Nawabaanj | 10 Current Account




Appendix 5
Timncline

Duate

Activities

$

July 1996

* Inception of Current
Account svstem

Background work and
research proposal write-up

August 1996

Inception of Model One and

¢ Model Two svstems

September - October 1996

- Preliminary field work - Information dissemination,
attitudes and objectives

Ncvember 1996

. Preliminary report write-up

December 1996 - January

" Development of case study and spot-checking materials:

1997 .
. gathering of financial data at HO level; visits to other NGOs
February 1997 Case studizs and spot-
~hecking
March - April 1897 - S{afus [SPOIT Weile-up N. Moore deparmute

August 1997

" Spot- checking

February 1998 - Spot-checking K. Moore compicting thesis
" and mid-PSP financial
. assessment

August 1998 " Spot-checking and case
. studies

February 1999 . Spot-checking .

August - December 1999

H

¢ Final assessment and report write-up
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