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Ba<:kgounlf 

The importance of savings mobilization is manifold. Zaman ct al (1994/ highlight the 

importance of savings for institutional viability ... 

"'(aron (1993) conducted a comparative study on four Asian rural finance institutions, 

BAAC in Thailand: 8adan Kredit and Unit Oesa in Indonesia and the Gram~en Sank. 

The performance of each was measured according to two criteria ; the !evel cf outreach 

and the extent of self sustainability. The latter is measured by a subsidy de;;endence 

index (SOl) which is formed by measuring the percentage increase in the average 

lending rate required to compensate for a subsidy elimination. Yarcn comirrents that 

Unit Desa performs best in this category: being the only one out of the four ·,..,hich is 

fully self sustaining. "The speed with which Unit Oesa reached financial self 

sustainability may be linked to its tremendous success in mobilizing voluntary 

savings." Yaron also believes that keeping track of the finanCial ratio of the value of 

savings to the loan portfolio and the rate at which it is changing is important for an 

institution to monitor how well it is substituting savings for donor funds. 

Hulme/Montgomery's study on the rural credit cooperative movement in Sn Lanka 

(SANASA) highlights several pOints which contribute to institutional financial vIability. 

Apart from the need to maintain high loan recovery rates and low administ:-ative costs 

they discuss the importance of member savings and the fact that the cooperative 

movements success largely hinges on the fact that "it provides hundreds of thousands 

of villagers with a valued service which competitors cannot match. II More specifically 

this refers to the fact that the cooperatives have extended their resource mobilization 

activities by introducing non member deposits, fixed deposits and children's savings 

schemes". Furthermore SANASA's operational changes between what they charge on 

loans and the rates paid on savings have widened lately. ranging from 6% on ordinary 

loans to around 40% to 50% for "instant" one month loans. This greater commercial 

orientation in pnclng policy is underpinned by a process of organizational cultural 

change from a "break even" to an enterprise orientation." 

1 Zuman <:t ul "Current accoun'~ for 'he rurdl poor - a !~JUdy of BRAC's pilot savings scht'nu'" RED. 
BRAe 1994 
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Savings mohilization is also important as a [onn of financial disc;iplin~ for income t;amcn; 

and also as a means of integrating the rural poor with the financial institutions. \.lorcover 

raising the rate of saving;:; is essential to improve domestic resource mobilization for the 

country. 

Objective of the study 

The purpose of this paper is to document the range of savings schemes offered to the rural 

poor in Bangladesh by 1'IGO's, specialized fmancial institutions and the fonnal banking 

sector. The idea is to compare the choices available to poor depositors Mtrun the existing 

financial ~'Ystem. The follo~ing institutions will be analysed: 

1. BRAe .., Proshika 
3. ASA 
4. Grameen Bank 
5. BRDB 
6. Sonali Bank 
7. Bangladesh Krishi Bank 

Methodology 

The paper is primarily a supply side analsyis in terms of what the various instirutions are 

offering with regMds to savings incentives. The relevent infonnation is gathered from 

annual reports of the different organizations, through questionnaires completed by the 

managers of some of the organizations, and intervie\vs of :\rea ~ Ianager, Program 

Organizors (Pas), Program Assistants (PAs), and Research Assistants. A small part of the 

work is done from the ~demand side' i.e. what the poor villager values in tenns of savings 

services. As it was difficult to identitY and question mt:mbers of other }';G<..Ys md the 

clit:nts of the other orgmlizations the: only 'demand side:' information "vas ~ollect~d from 

BRAe members. This was gath~r~d tfu'ough non-tonna! intcrvic.:ws of tilt: mt:mbc;l~. village 

orgmlization (VO) mc!t:tings. and ~l s~vings 'issue mc.:~ting' . .! 

----.--------
; lssuc mcetU\gs <U't: hdd once J month. As the name: suggests there is .1 dilr~rel1l tOPIC llis~uss.:d by lo..:al 
BRAL' statrwitll tllc YO II1c.mbC:lS gene:nilly tocussing on the: BRAC-targd group rdaunnship 
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Findings: 

1. BRAC: The Bangladesh Rural Advancement Committee (BRAC) ha~ been operating 

development programs in Bangladesh for more than 20 years. By 1994 BRAC' savings 

and credit program coverage 1.39 million members 80% of whom are women. The 

target group is households' that owns less than. .50 acre of land and mainly depends on 

manual labor. Only one member of the household can join the program. First, they 

fonn Solidarity Groups (SG) with 5-7 male or female members and SG members 

cannot be related to each other. Five to six SG's fonn a Village Organization (VO) 

with 35-40 male or female members. There is a annual membership renewal fee of 10 

Tk. Members must participate in weekly V 0 meetings in a pre-selected place and must 

contribute a minimum of 5 Tk.!week to the individual sa"lngs fund. Every member 

have his or her separate sa"ings aCcoWlt with the Area office. This is somewhat like a 

deposit account with compulsory weekly savings which can only be ~ithdra\-'\n at old 

age. The interest rate on the amount deposited is 6<?'o. The purpose of savings 

mobilization is to str'en:oth.en the financial security of the poor borrowers. Credit is 

generally provided in 3 to 6 months after aVO is formed. Loan repa) IDent starts 

immediately and on a weekly basis. Loans are given to members on recommendation 

from their Vos. SG leaders are elected every 1\\'0 years and they are responsible tor the 

weekly installments of hislher group. Every member has to go to the area office to get 

their pass book at a cost of 5 Tk. nus pass book keeps track of weekly savings deposit 

and loan repa)ment insb.llrnents. The BRAe staff usually fills in the agreement fonn 

and credit sheet (if the member is taking out loan). The member has to sign twice and 

also a witness signature is required for the pass book. One additional guardian 

(Father/Husband) signature is required in case the member is taking oU( a loan. The 

loan reco";;!f)' rate for 1 ~}94 \V~lS 98°0, 95% of them having no past due. 

Case study: the Matlab Area Otllce: 
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Matlab office haIJ been operating the non-collateral credit and savi.ng.CJ mobilization program 

for the poor for last three and a half years. The Area Office has an Area Manager, 2 Pos (1 

credit PO and 1 program PO) and 18 Pas (9 credit Pas and 9 program Pas). The program 

has a total of 5199 members in 132 VOS .. Every PA attends 2 to 3 meeting per day and 

collects the savings deposit and credit installments from the members. The P A's collect the 

money directly from the SG leaders, who are responsible for collecting the individual 

amounts at the meetings. The PAs then enter the individual pass books and sign them. The 

P As explain the balance and answer questions regarding the balance on the passbook. The 

interest on the amoWlt deposited is given out as cash to the members to reassure them that 

they are making money on their capital. The P • .0\8 hand over the money, collected from the 

VO meetings to the accointant and the accountant deposits it at nearby Janata Bank. 

·A few noteworthy points emerged from the conversations with the VO members: 

• The minimum savings deposit was increased to 5 Tk. From 2 Tk in 1995. From the 

interviews of the members, it was clear that 5 Tk. was a burden for them as most 

members also had weekly loan installments to repay. 

• BRAe's "iews the weekly forced saving as a time deposit, which can be "'ithdrawn 

only at old age. The savings program is to all extents and purposes an old age secmity 

program. 

• :Most of the members did complain about being in WlCerbinty at times of need. Since 

they cannot get any help from the weekly sa'\ings, they are forced to take out loans 

from friends, family and in most cases from the village money lenders at very high 

interest rates. Eventually, they get stuck with pa}ing both the weekly sa"ings deposit 

:md the loan repayment insbllrnents for the money lender. 

2. Proshika: 
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Proshika Manobik Unnayan Kendra., one of the largest NGOs working in Bangladc!;h, 

started out in 1976. Proshika has organized around 670,000 members and about 50% 

of them are women. Proshika's targ-:t group are the landless and small farmers. 

Proshika works among the poor through organizing them into primary groups (pG) of 

15-20 members. One of the primary activities of the group is to fonn a collective fund. 

It is imperative that all Proshika group members contribute 5 Tk. each week to the 

group fund. The interest rate on the deposit is 5°~. Proshika' s savings regulation is 

relatively advantageous for the depositor because they can take out savings in times of 

need if they have more than 1,000 Tk. And as long as the PG approves. The savings of 

the PG are generally deposited at a local connnercial bank. Under Proshika's 

membership regulations a first time lonee need to save 1 O~O of the loan amoung, 20% 

for the second loan, 30% for the third and subsequent loans. The loan recovery rate at 

the end of 1994 was 93.10;0. 

3. ASA 

Association for Social Advancement (ASA) was established by a group of development . 

workers from different NOOs. ASA has about 270,000 members, of whom 99% are 

women. ASA targets landless laborers or marginal fanner's family having a monthly 

income of 1.200 Tk. Or less for program membership. The members fonn a group of 

twenty and start partciipating in development education process. The weekly comulsory 

savings is collected from each group of 20 members during weekly meetings at 6 Tk. 

To 10 Tk. Per member. The interest on member savings is 50 .0. ASA has conditioned 

the practice of the group members as means· to create access to credit facilities 3Ild 

ultimately create their own capital. A group member, who has worked with the group 

through the disciplinary process, and who has in regular savings 10% to 25~,o of the 

required amount in credit, is entitled to receive credit from ASA. ASA's paper work is 

sirniliu' to BRAe's. in addition ASA requires indi\.idual and gToup guarantee. ASA 

along with the Grameen Bank takes the shortest time tor application to disbursetm:nt of 
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loan, whichig one week. ASA collects the loan repayment in 46 fixed installrnent.'J. The 

recovery rate for 1994 was 99.7%. 

4. Grameen Bank: 

Nearly two million beneficiaries are covered by Grameen Bank's programs, out ' of 

whcih 94% are women. Grameen Bank targets families owning less that -50 acre of 

cultivable land or possessing assets worth of one acre medium quality of land in the 

respective area. The rules and regulations of Grameen Bank are very simple but strict. 

Also Grameen Bank's operational procedures are not frequently changed. The 

minimum weekly required savings deposit is 5 n. Every village of Grameen Bank 

operation has a samity house at the center of the village, where the banking assistant 

comes at a particular day of the week to collect weekly savings and payment. The time 

taken from application to disburSement of loan is only one week. The loan recovery 

rate for 1994 was 99%. 

5. BRDB: 

Under the Bangladesh Rw-al Development Board's recent project called RD-12, it 

prm.ides credit, skill development t:rainin& organizational help, and other human 

development inputs to the poor. Project RD-12 targeted families having. 50 acre or less 

cultivable land excluding the homestead. Almost half a million members are covered by 

this project. Participants are organized in groups of 50-60, called "Bittaheen Society" 

and also in Solidarity Groups of 4-5 members. ~Iembership is limited to one male and 

one female member of the same household. Like the Grameen Bank, savings 

mobilization is also an integral part of this project's 3cti"ities. Once the poor are 

mobilized in 3 group they are required to save at least 2 Tk. Each week and buy 3 

society share worth 10 Tk. Each yea!'. Regular contribution of savings and share 3t least 

for three months is one of the conditions for getting loan. The documentation process 
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fordepo~iting and taking out loan is however very elaborate, in contrast to the: 

Grameen Bank and other NGO's. The program requires two rewlution, one 

application and two pronussory notes. Also the time taken from application to 

disbursement of loan is 1-3 months. The recovery rate for 1994 was 940/0. 

6. Sonali Bank: 

Sonali Bank has both savings mobilization and credit program with no collateral for the 

poor throughout Bangladesh. Under the "Bittahin Rin Prakalpa" and poverty alleviating 

programs, SonaJi Bank covers 75,000 borrowers. 52% of the savings program 

participants were women. The target group is described as families with maximum 

landholding of .50 acre, wage laborers, with maximum income of 6,000 Tk. Per year. 

Members form an informal group, and are required to contribute at least 1 Tk per week. 

Under this savings program members are allowed to make two ~ithdrawa1s every 

week. The interest paid on savings v3l)'s from 4 to 6%. Sonali Bank operates human 

development programs in their credit program through BRDB, Swanirvar, B1vfET, etc. 

Technical support is also provided to the loaned projects. Loans are given out at a very 

low interest rate of 8.500 .i>. The time from application to disbursement can take upto 6 

.months. The paper work required for membership, sa"lngs and loan pw-poses is very 

elaborate: about 6-7 pages. The loan recovery rate for 1994 was approximately 60~~. 

The bank staff suggested that the main reasons for having such low recovery rate is 

lack of awareness, dishonesty and mismanagement . ~Ioreover, Government intrusion 

into the financial system creates strong disincentives for borrower repayment. By 

declaring moratoriwns and instituting loan forgiveness programs, they not only hw1 the 

financial institutions but also hurt the borrowers. Loans that are not repaid decrease the 

fimds available to lend and make it difficult to assure the secwity of deposites. 

7. Bangladesh Krishj Bank: 

Bangladesh Krishi Bank (BKB) was established in 1973 to bke over the operations of 

the AgricuJtw"e Development Bank of Pakisbn. A total of 3. 5 million people are 

375 



for depositing and taking out loan is however very elaborate, in contrast to the 

Grameen Bank and other NGO's. The program requires two rewlution, one 

application and two promissory notes. Also the time taken from application to 

disbursement ofloan is 1-3 months. The recovery rate for 1994 was 94%. 

6. Sonali Bank: 

Sonali Bank has both savings mobilization and credit program. with no collateral for the 

poor throughout Bangladesh. Under the "Bittahin run Prakalpa" and poverty alleviating 
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covered by the poverty alleviating programs of BKB. Rural fannc..-rs with landholding 

between .50-3.0 acre are targeted by BKB programs. Saving.fj by program participants 

is encouraged. Two withdrawals are possible every week from the savings account. 

60~1l of the savings is considered time deposit and other 40% liquid. Interest is not paid 

on time deposit if it is withdrawn before maturity. The interest paid on rural savings is 

4.75%. 

Conclusion 

Savings are essentially being used as a fonn of collateral substitute by the above 

mentioned credit disbursing agencies. These organizations require compulsory weekly 

savings, varying from 1 Tk. to 10 Tk in order to build up a fonn of 'insurance fund' 

for the lender should the loanee'default. This form of financial discipline is deemed 

necessary due to the fact that the lender does not have fonnal collateral to back up the 

loan portfolio. As a result the focus is on compulsory savings with limited scope for 

withdrawals in case of emergency although both BRAe and Grameen do have 

provisions to take out 'emergency loans' in times of need. However it appears that the 

savings schemes on offer are not as innovative as say SANASA's in Sri Lanka and that 

there is considerable scope to improve the quality of service and raise the amount 

deposited in these organization's. The interest rates offered on the savings are 

competitive but indications are that the rural poor value access to sa'\ings more than the 

interest accwnulated on them. The Bangladesh Krishi Bank which offers both 'current' 

and 'deposit' type facilities appe:lIS a good model for the type of sa'\ings portfolio 

which could be instituted as is Proshika's idea of allowing the individual groups to 

manage their savings. The drawback with the Proshika approach is that an organization 

cannot recycle these funds back into their Revolving Loan Fund (RLF) thc:reby slowing 

the path towards financku sustain~lbility. The advant3ge with this approach is that a 

softer regulatory hand will be exce:rcized by the: concerned authorities on 3 Proshika 

type olle:ration COmll6Ul:d to dellO~il retaining in~titutions like Gr:unec;n ~md BRAC. 

377 


	a - 0001
	a - 0002
	a - 0003
	a - 0004
	a - 0005
	a - 0006
	a - 0007
	a - 0008
	a - 0009
	a - 0010
	a - 0011
	a - 0012
	a - 0013
	a - 0014
	a - 0015
	a - 0016
	a - 0017
	a - 0018
	a - 0019
	a - 0020
	a - 0021
	a - 0022
	a - 0023
	a - 0024
	a - 0025
	a - 0026
	a - 0027
	a - 0028
	a - 0029
	a - 0030
	a - 0031
	a - 0032
	a - 0033
	a - 0034
	a - 0035
	a - 0036
	a - 0037
	a - 0038
	a - 0039
	a - 0040
	a - 0041
	a - 0042
	a - 0043
	a - 0044
	a - 0045
	a - 0046
	a - 0047
	a - 0048
	a - 0049
	a - 0050
	a - 0051
	a - 0052
	a - 0053
	a - 0054
	a - 0055
	a - 0056
	a - 0057
	a - 0058
	a - 0059
	a - 0060
	a - 0061
	a - 0062
	a - 0063
	a - 0064
	a - 0065
	a - 0066
	a - 0067
	a - 0068
	a - 0069
	a - 0070
	a - 0071
	a - 0072
	a - 0073
	a - 0074
	a - 0075
	a - 0076
	a - 0077
	a - 0078
	a - 0079
	a - 0080
	a - 0081
	a - 0082
	a - 0083
	a - 0084
	a - 0085
	a - 0086
	a - 0087
	a - 0088
	a - 0089
	a - 0090
	a - 0091
	a - 0092
	a - 0093
	a - 0094
	a - 0095
	a - 0096
	a - 0097
	a - 0098
	a - 0099
	a - 0100
	a - 0101
	a - 0102
	a - 0103
	a - 0104
	a - 0105
	a - 0106
	a - 0107
	a - 0108
	a - 0109
	a - 0110
	a - 0111
	a - 0112
	a - 0113
	a - 0114
	a - 0115
	a - 0116
	a - 0117
	a - 0118
	a - 0119
	a - 0120
	a - 0121
	a - 0122
	a - 0123
	a - 0124
	a - 0125
	a - 0126
	a - 0127
	a - 0128
	a - 0129
	a - 0130
	a - 0131
	a - 0132
	a - 0133
	a - 0134
	a - 0135
	a - 0136
	a - 0137
	a - 0138
	a - 0139
	a - 0140
	a - 0141
	a - 0142
	a - 0143
	a - 0144
	a - 0145
	a - 0146
	a - 0147
	a - 0148
	a - 0149
	a - 0150
	a - 0151
	a - 0152
	a - 0153
	a - 0154
	a - 0155
	a - 0156
	a - 0157
	a - 0158
	a - 0159
	a - 0160
	a - 0161
	a - 0162
	a - 0163
	a - 0164
	a - 0165
	a - 0166
	a - 0167
	a - 0168
	a - 0169
	a - 0170
	a - 0171
	a - 0172
	a - 0173
	a - 0174
	a - 0175
	a - 0176
	a - 0177
	a - 0178
	a - 0179
	a - 0180
	a - 0181
	a - 0182
	a - 0183
	a - 0184
	a - 0185
	a - 0186
	a - 0187
	a - 0188
	a - 0189
	a - 0190
	a - 0191
	a - 0192
	a - 0193
	a - 0194
	a - 0195
	a - 0196
	a - 0197
	a - 0198
	a - 0199
	a - 0200
	a - 0201
	a - 0202
	a - 0203
	a - 0204
	a - 0205
	a - 0206
	a - 0207
	a - 0208
	a - 0209
	a - 0210
	a - 0211
	a - 0212
	a - 0213
	a - 0214
	a - 0215
	a - 0216
	a - 0217
	a - 0218
	a - 0219
	a - 0220
	a - 0221
	a - 0222
	a - 0223
	a - 0224
	a - 0225
	a - 0226
	a - 0227
	a - 0228
	a - 0229
	a - 0230
	a - 0231
	a - 0232
	a - 0233
	a - 0234
	a - 0235
	a - 0236
	a - 0237
	a - 0238
	a - 0239
	a - 0240
	a - 0241
	a - 0242
	a - 0243
	a - 0244
	a - 0245
	a - 0246
	a - 0247
	a - 0248
	a - 0249
	a - 0250
	a - 0251
	a - 0252
	a - 0253
	a - 0254
	a - 0255
	a - 0256
	a - 0257
	a - 0258
	a - 0259
	a - 0260
	a - 0261
	a - 0262
	a - 0263
	a - 0264
	a - 0265
	a - 0266
	a - 0267
	a - 0268
	a - 0269
	a - 0270
	a - 0271
	a - 0272
	a - 0273
	a - 0274
	a - 0275
	a - 0276
	a - 0277
	a - 0278
	a - 0279
	a - 0280
	a - 0281
	a - 0282
	a - 0283
	a - 0284
	a - 0285
	a - 0286
	a - 0287
	a - 0288
	a - 0289
	a - 0290
	a - 0291
	a - 0292
	a - 0293
	a - 0294
	a - 0295
	a - 0296
	a - 0297
	a - 0298
	a - 0299
	a - 0300
	a - 0301
	a - 0302
	a - 0303
	a - 0304
	a - 0305
	a - 0306
	a - 0307
	a - 0308
	a - 0309
	a - 0310
	a - 0311
	a - 0312
	a - 0313
	a - 0314
	a - 0315
	a - 0316
	a - 0317
	a - 0318
	a - 0319
	a - 0320
	a - 0321
	a - 0322
	a - 0323
	a - 0324
	a - 0325
	a - 0326
	a - 0327
	a - 0328
	a - 0329
	a - 0330
	a - 0331
	a - 0332
	a - 0333
	a - 0334
	a - 0335
	a - 0336
	a - 0337
	a - 0338
	a - 0339
	a - 0340
	a - 0341
	a - 0342
	a - 0343
	a - 0344
	a - 0345
	a - 0346
	a - 0347
	a - 0348
	a - 0349
	a - 0350
	a - 0351
	a - 0352
	a - 0353
	a - 0354
	a - 0355
	a - 0356
	a - 0357
	a - 0358
	a - 0359
	a - 0360
	a - 0361
	a - 0362
	a - 0363
	a - 0364
	a - 0365
	a - 0366
	a - 0367
	a - 0368
	a - 0369
	a - 0370
	a - 0371
	a - 0372
	a - 0373
	a - 0374
	a - 0375
	a - 0376
	a - 0377
	a - 0378
	a - 0379
	a - 0380
	a - 0381
	a - 0382
	a - 0383
	a - 0384
	a - 0385
	a - 0386
	a - 0387
	a - 0388
	a - 0389
	a - 0390
	a - 0391
	a - 0392
	a - 0393
	a - 0394
	a - 0395
	a - 0396
	a - 0397
	a - 0398
	a - 0399
	a - 0400
	a - 0401
	a - 0402
	a - 0403
	a - 0404
	a - 0405
	a - 0406
	a - 0407
	a - 0408
	a - 0409
	a - 0410
	a - 0411
	a - 0412
	a - 0413
	a - 0414
	a - 0415
	a - 0416
	a - 0417
	a - 0418
	a - 0419
	a - 0420
	a - 0421
	a - 0422
	a - 0423
	a - 0424
	a - 0425
	a - 0426
	a - 0427
	a - 0428
	a - 0429
	a - 0430
	a - 0431
	a - 0432
	a - 0433
	a - 0434
	a - 0435
	a - 0436

