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p EXECUTIVE SUMMARY

1} The Lan per=on Appraisal Team speant four weeksa din
Bangladesh. During this pariod, Wi inveatigated BRAC's
operations in depth - Ainecluding visits to L8 of the 60 Area
Offices, meetinge with many Village Organisations, talking with
the Management Committees of a greal varlety of lield projecta,
The Team were unanimoualy impreseed by BRAC ne 8n organisation
and by iitg achievemsnts. Over the vears, it has shown 2 unigue
ability to be pffective, innovative and able to replicate suocess
on & large soale.

24 Whilst the basic ahjectives, methodology nand operating
proooduras of the RDP I and BRAC Bank projects are unchanged from
the January proposals, there have been numerous changes in the
detailas,. Considerable time and effort was  tharefore apont Lo
engure that the Team fully upderstood these echanges and Lo
validate the original dnd modified assumpiions. The calculations
and projections, notably for the BRAC Bank. constantly had to be
reworked and the resulting scenarios re-examined,; especially the
Financial implications.

1) The concept of RDP withdrawing from an srea and handing over
responaiblillity’ te BRAC Bank has caused apprehanslon and
misunderstanding. Im fact, the transition from mn ares oflice of
EDT to a BRAC Bank branch will hardly be noticeable to the Vs or
to the landless Lthey both serve:. There is virtually no change in
the lTevel of BRAC =taffing or in the nature of the activities
undertaken-except dn the continuing Increase in loans. In no way
does BRAC itself withdraw - it is the externsl grant financing
from donore that is withdravn over time aa the hranch bheocomes
self-financing. Dther programmes such as NFPE sand IGVGD continue
to require grent funding guite independent of the BRAC Bank
branch: Bimilarly; grant funding from donors will continue to be

rogquired for o oumber of years Lo meet the start-up voste of new
ROP Aaren oaffices.

4] The major change recommended by the Team, and subsequently
accepbted by BEAC, concerned the bEiming of the transformation from
REP to the Bank: The Team Feli strongly that three years was too
short a period for hoth fisancial and =ocial development reasons.
On the revised assumptionsa, Tinancial breakeven will not occur
until after four years ol operation of ROP operation. By
shifting the takeover dateée to the fifth year, the Bank will have

to finance less losseas and lessa will be required from donors-
for the Bank.

%} In the original RDOP 2 proposal, BRAC projected that most VOs
would develop suffloient strength to carry on without BHRAC
aesistance after the third yesar. The Team was not comfortable
with this assertion. By shifting the takeover date to the fifth

§
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year, the Team felt substantinlly reassured. In =sdditiom, RDP
will maintain a staff capacity in the Bank branches during the
first two years of Bank operations ta play A coantinuing rale in
ingtitution Building: and take other measures relating to Bank
ataff responslbilities and trainiog.

6} BRAC has also recognised the need to introduce & reporting
and monitering system to ensure staff of the BRAC Bank remain
pommiLtsd te secial change =and inztitution bullding. Such o
eystem muat include not only targetas relating bto inputs, e.d. s0
many members enrolled, but also to outputs such as the social
potions takem by the VOs. To assist in this process, the Team
propoRad a liat of social indicators, esch representing a Lype of
gocial change that has been attémpted with some success by BRAC
prganised VOg.

71 1In addressing the gquestions relating To economic impact,
several of the assumptions behind BERAC'e orifinal forecasts for
loans disborsed werm revimed by the Team. It i8 mnow felt that
the new income forecasts represent a reasonable scenario for the
future. Moreover, the Team's anelysis concluded that the kind of
loans now beling made can grow to produce the forecast income and
that there will be the necessary demand for the goods and
services produced.

A The Team feels that the technical support services available
from BRAC will meet the demands of borrowers wishing to undertake
nek, kizgher productivity nactivitiea, providing the pleanned
expansion of technical personnel includes female technical
officers and staff with X training in mechanical engineering and
with business skillas. The role of the Rural Enterprise Programme
in erucial and the Team has maede a number of recommendations to
strengthen this important unit,

281 The Team reviewed the current organisational =tructure of
RRAC. It alsn examined Iln depth the management, staffing and
training capacities of BRAC to mchieve the substantial expansion
of sotivities planned urnder ROUF 2 and the BRAC Bank (requiring an
ineeease of staff from the current 3480 to an estimeted 4309 in

LE3Z) . The Team broadly <oncluded that BRaAUD did have the
management capacity to achieve the expansion and to train all the
required staff: 1980 dis the @mcockt oritical ryear. Staff

gotivation and morale is high and attitudes towards the creation

af the BRAC Barnk and sssociated chander are generally very
pogitiva.

10}y The Team commends BRAC for Lls apeécial emphasis on women in
its target group and its operformance to date in terms of
invalving women In lta rural developmenl programmes. In view of
thias emphasis; the Team alsc urges BRAC to follow through on ilts
commitment to recrult more women to higher levels in  the
prganisation.



111 The planned expansion of the succesaful Non-Formal Frimary
Educatiom (NFPE] und Trocome Generation for Vulnerable Development
Group (IGVOD) programmeos 18 realistic and stromgly endorsed. BRAC
#ill bha continuing to look to external donors to fund these
programmes, but in the long tearm believes that Government must

take the maj)or financial reaponaibility. The Team also
appreacietes  the importance of some elements of the Managesment
Development FProgramme |MDOP) in BUpport of national-leavel

initiatives and it recommends that thie should receive favourable
nttentlon In lts shbreviated form.

12} BRAC has submitted the ProjJect Preoposals to Government for
formal clenrence,; both for RDBP 2 and the BRAC Bank. (On advice
from the Bangladesh Bank, nelther reglatration of nor o special
charter for the Bank (s being sought at the present time).
Despite the very serious delays many HNGUs have suffered in
obtaining clearance, BRAC is quietly confident 4t will receive
glearance for RDOPF 2 and the "BRAC Bank Project” within six
months . Certainly, BRAC has had more success recently in this
regard than any other major NGO,

137 Aa fndicated in 2) above;, the aatimates of the Tunds
requlired Ffor ROP & and the BRAC Bank have besn refined severnl
times. The revised estimates (Th, 31.7 = USs 1} are:

ROP 2 BRAC Bank Total
"""""" Te. Uss  Tk.  US$  Lakk Tk. US$ m
1990 08 9.1 250 7.9 568 17.3
18851 217 T«1 4400 12.8 617 18.7
1882 231 T.a ZR0 £.8 511 16.1
L1 ROPIX BO 2.8 80 2.5
'''''''''' 766 23.8 1010  31.8 1766  55.6

o S S S S S s e e e e e s T s S e e s R s S s S S s S S S S S S S eSS E E S EEEE S S =T

L From Jenuary 1993, donor funding will be required for the
naxt phase of ROP = RDPI.

14y A summary document -- Consolidnted Revised Propomals for
ROFPZ and the BRAC Bank Projects -- incorporating the Team's
recommendations and the changes =zince the January 1989 proposals
iz in preparatlon. The Team unanimously supports BRAC's request

fo the donor consortium for US & 55.6 million to implement thease
projests,



2. INTRODUCTION

2.1 Backgroond to the Appralisal Mission

On Janoary 18/71Tth. 1888, = number of interested donors met
In Dhaka st BRAC's dnvitation to consider proposals for o madjor
expanaion of BRAC's activities in Bangladesh. The donor agencies
represented included:

Aga Khan Foundation |AKF)

Canadisn Tnternational Development Agency {(CIBA)
Panish Internaticnal DPevelopment Agency [(DANIDA)
Evangelische Zentralstelle Fur Entwicklungahilfe [(EZE)
Fard Foundation [EE}

Intermedinte Technology Development Group (ITDG)
Japanase Embassy

Ketherlands Urganisation for Integr. Dev. Coop. (NOVIB)
Royal MNorwegian Embassy Development Co-operstlion [(NORAT)
Ovarseas Development Administration (OQDA)

Seedish Inbterpational Development Agency (SIDA)

Gwisa Development Corporation (SDC)

World Bank (WBI

At bhe meeting; BRAC presentad +two proposala. The First,
novering ongolnsg -and expanded operatione of BRAC'=s Rural
Development Programme (RDP 21, contaipned a Ehree year plan for
the wvoars 1983-90 with =& Dbudget of Th 596m (US319.Zm). The
gecand, for a BRAC Bank (BB), scught Th 5S4lm {US330.4m) over a
Four year pericd ([1BE9=-92) t¢& establieh 300 BE branches over
twelve years beginning 198%. (The thinking behind <these two
proposala ia graphically summarised in & recent paper written by
lan Smillie; see Section A, Vol ITI]

Bocause of the complexity of the two proposals:, and beocause
of the desirabllity of & coordingted donor approach, md unanimous
agrecment could bhe reached. Conseguently, s Purther mesting was
hoeld on January 19th between the donors and BRAC. At this second
meating, recognising the dAifferanoes between the warious
orianisatlons and BRAC's needs, Lhe donor sgenoy repreosentatives
agresd to mount a joint appraisal mission in April.

A subsequent meeting in late February finalised the terms of

reference for the misslon [(s&& Annex 1) and invited elght persons
to form the Appraisal Team, The donors also agreed to lnvite
thres resource peraons to participate in the mission. In the

fvent, one member of the Appralsal Team had to. drop out gnd all
ten pergons kook An aetive role in the appraisal.

2.2 Methodology

The Team soon discovered that the proposals for RDP 2 and
the HEAC HBank #s presentesd to the January meebtingd could nob bea

i



used as the basis for the appraisal. At lesst six months had
wlapsed between the preparation of the originel proposals and
numerous changes had been dnatituted by BRAD, most recently on
April let, 1988. Particular sttention thearefore had to be given
to the eirlier assumptions and projections made in those original
proponsala. Extensive discussions werse necessary with BRAC =taff
in erder to ensure Lhat bhe Team fully underatood BRAC'as lsteat
intenticns. Indeed; the appralisal became a significantly more
difficult exercise Gthan anticipated a#as further changes wveres
repeatedly balng mide, Tha crleculations and projections had to be
oonstantly reworked and mlternative scenarios re-examinsd,
gapecially in respect of Cinancing of projecis.

In order to satisfly the comprehensive termz: of reference and
to Bake full use of the available axpertiase, the misaion divided
into ive working pairs with primarcy responsibility far:

= Imabitutlon bullding, empovermant and social change

= gavings and credit under both EDPP and the BEAC Bank

- esmployment & income generation and technical services
- non-formal primary education

= BRAC's management; Uoverpment, NGO and doner relatiana

Bach pair generally concentrated on the particular areas
allocated to, At but there woas also s considerable; and valuable,
degree of crogs-over. For exemple; twe of the Teoale membors of
the mission gave particular attention to the impact of RDP and BB
on the situastion of women; =and all five paira gave speoinl
attention to the crucial transition from RDP to the BEAC Bank.

The appralsal report is presented in two volumes. Voluma I
is a summary of the Team's findinge and recommendations. Volume
IT conbains the sgupporting Iinlormation,; Assumptions, detailed
analvses and discussion of the issues presented in Volume 1.

2.3 Trograsme of Work

The whole team;, with one initisal exoeption; asasembled in
Dhaks on Sunday April 2nd. The programme thereafter comprised
five slementad three daye of briefing by and discussions with
RRAC stulf In Dhaka: seven dave of field vislts; further detailed
discussions and negotiations with BRAC ataff in Dhakos; mestinds
with Government officials and NilOa!: and dissuessisns with the
local donor repressntatives.

During the Tield visite, members of the mission visited 18
Area Officea (out the total of 60), four of the (TARCs) Training
and Resource Centres, attended nine mestings of different Village
Crgnnisations, met with membors of the management committees of
numearous different projects; inspected some of the initiatives of
thiee Rural Enterprise Project and thoe work of the Ayesha Abed
Foundation, and met & number of local government officials.

]



b BRAC IN PERSFPECTIVE

1.1 Fupdamental Ohjectives

BRAC has two fundamental inter-related ohjectivesn: the
alleviation of poverty and empowerment of the landless poor. On
the baais of LLs experlence, BRAC believes that meither objective
ocan be reached without the other and that 4t must, therefore,
addreas the basic needs of the poor while bullding local
ingtitutlions to empower the poor., The Team's visits to BHAC's
fisld operations and interviews with BRAC staff conflirm that
these two phjectives are, and will resaln, the cornerstoneg of
BERAC's motivities.

By any =tanderd, national or lnoterpatiocal, BEAC iz onos of
the larzest arnd most innovetive NOOs. In terms of ocoverage,
BRAC's integrated rural development programmes have reachad about
300,000 landless men and women, 1ts large-scale non-Tormal
primary education and vwomen's income-generating programme hoave
reached 26,000 ochildren and 30,000 women respectively, and its
national-level health programme has reached over ten milliom
households.

ITn terms of innoveation, BRAC is widely recognized bath far
ita specialized programmes and I(te rural development strategies
generally. Underlying its capacity for expanzion and ionovation
aro two characteristics of BHAC which hos been widely commented
upan,; the fact that BRAC continumlly redefines it programmes on
the bagis of past experience And the Ffact that BRAD is
professionally managed.

3.2 BRAG's Progression

BRAD has progressed throggh twe major 4satages and is now
entering a4 third. Im the firat stage; on the besis of lessons
learned 1972=i5 in Sulla, BRAC took three signif{icant decisions.
One; to target all its prograsmes at the landless poor, with a
epecinl emphasis on women. Twa, to introduce all programmes
through ordanised droups of the landless, thereby integrating the
programmea, Three; to apen ned project-areas where the lessons
learned in Sulla could be further tested and redeflined. Desplite
ite rapid growth and continuing evolution over the past 15 years,

Lhe BRAC of btoday wag slgnlficantly shaped by vthoae decisions in
i

1878 marked another turning=point in BRAC's history. By
that time, BRAC managers falt confident ‘that they could expand
their ares of coperation and replicate programmes developed in tha
field projects. But BRAC ataff ocould not area on which
programmin to repl lonbe. Some f(elt that BRAC ahould continue
organifing the poor into cohesive groups without providing them



any economic assistance. Othera felt that BRAC must provide
rredit to the poor, #iven the chronic shortades Lhey [ace, while
continuindg to build lecal institutions of the poor. BRAC

managers resalved the debate by expanding through two separate
P N mmes

The Durtreach Programme was eatablished to test the limits of
what the landliess ocould ascocomplish using oniy their own resourcen
or whatever local and government resources they could tap. The
Rural Credit and Training Programme was westablished to test
whethear credit services and self-employment metivities, together
with local organising, wonld enable the poor to become less
dependent on  local elitea for loans, employment, and regolving
locdal confllots.

Both programmes developed at a roughly egual pace over the
next Five years: |980-83, During that time, BRAC recognised that
the two approaches complementad each obher and were both equally
esseantlal. In 1986, therefore, the two programmes werse merged
into what Bitad crllied its Rural Bevelopment Programme (RDP). The
ROF programme features an institutional development component
modelled-'on Dutreach and a oredit compapnent modelled on RCTP. By
the end of 1988, a total of about 380,000 landless man and women
will have been organised upder EROF 1 into over 6,300 Village
Grganisationg in about 3,500 villages 1n Bangladesh.

BRAC is now proposing to embark on the third atage which has
twn hasic aperational objectives. The firet is to transform ite
core rural development programme into a self-financing "banking"”
ipatitution to reduce long-term dependency on donor moniss. The
seaand s to develep selected prodromoes on & sufficient scale,
and through rcoordination with government, in order to convinoe
the sovernment and the KGO community alike that pnational-level
programmes can be effectively designed and managed in the
interests of Lthe poor.

During ADP 2 (1990-92), therafore; the strategy is that esch
ROP 2 Area Office will graduate to become a BRAC Bank branch
after 4 number of years. The transition iz intended to take place
when the loan portfolio ils sufficiently large that the interest
generanted will cover the ongoind operating costs of the Bank
branch. By this time, the local Village Orzanisations should also
have matured to a stage when Lhey can continue without intensive
supervision. Sections 5 and & below discuss the key elements of
BOP 2 and the BRAC Bank,; together wikth the changes which have
been made since the submission of the original proposals.

BRAC's oLhar programmes may, or may not, be undertaken in
ROP Aareasa. They will however coentinue to require ongolng donor
support; et least in the mesdium term) they will net be financed
by the BRAC Bank even i1f they are carried out in an Aarea where
Lhe Bank iz operating.



0f these other programmes, there are threes major sectoral
programmes which addresas BRAC's second Jlong term operationsl
ohjective. The three programmes are! Non-Formal Primary Education
INFPE); Income-Oeneration for VYulnarabla Groups Development
| IGVGD) : and BRAC'a ongoing health programme now called the Child
Support Programme (CSP). NFPE and IGVGD, for which BRAC is
soeking funds under RDP 2, are discumsed in Seotion 7 bealow. The

c8P, for which ARAC is already funded. i described briefly in
Yolume IT.

2.3 BRAC's Overn]ll Programme Expenditure (1385-92)

In order to put RDF 21 and the BRAC Bank in perspective, the
Appraisal Team has assembled & summary schedule of BRAC's overall
programme’ expenditure. The table overleaf, prepared from data
provided by BRAC, mnd adjusted to put the figures on & similar
basls, gives Lhe historic and anticipated osr posaible expenditurs
on development programmes from 1985 to 1992,

The Figures should not be taken am being completely moourate

but they dn serve to illustrate a number of useful points and
indipators for the future:

{1} BRAC'a lewesl of waotivity, as measured by total
programme expenditure, has guintupled between 985 and
1989 and im axpented at least to double botween 1983
and 1882.

{2y Full time stoff however have risen at a significankly
slower rate, by approximately 60% from 1985-29 and
aceording te plan, by some 28X (rom 1939-33,

{3) 'The expected rate of overall growth 19B3-1692 is high
hut not dramatically out of line with what BRAC has
managed Lo wohieve in the ‘past. In' mopetary terms
howaver 1t does represent a massive increase and would
asam likely to impose oconsiderable strains on the
prEanisation.

(4) 1950 will sne the greatest straina onn BRAC's
organisational , management and teaining capacity. In
that vear RDF 2 and khe BRAC Bank are eapacted. to
constitute HEX of total Preogramme expenditure.

The lower tahle shows the incrense in BRAC's full time ataffl
over the same pericd. and the aumber of Y0s and YO members.
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4. SOCIAL CHANGE AND IKSTTITUTTONAL DEVELOPMENT

t.] BRAC's Strategy and Objectives

The ocurrent proposals represent a eritieal junocture in
BEAC"s thinking and reflect BRAC's strategle vision for its long-
term role ps an NGO. Aa described in Section 1.2, this strategic
viaion has two operational objectives. The firat 1is to
transform its wore development programme Into s self-Tinancing
bank institution. The second is to develop selected programmes
en o gufficlent coale to convince the government that national-
level programmes can be effectively designed and managed in the
interests of the poor. In addition, the proposalas reflect BRAC's
continued commitment te its fundamental aobjectives of poverty
glleviation and empowerment of Lthe poor.

The mantral {asue pddressed helaw is whether BRAC's
commitment to bBulldidg local Iinstituticones to  empower the poor
will be cempromigsed by the rapid expansion and focus on oredit
necessitated by BRAC's two aperational objectives.

4.2 Pasl Performance - ROP |

Slnoe 10876, whan BRAC First decided Lo Larget its
developmnent activities on the rural poor, BRAC has developed,
field-tested, and redefined significant methodolegies to this
end! =& functional education curriculum; toainding in homan
resource  development; strategies for building wvillage-level
organisations and inter-villaege federations of landleas men and
womean, Uslng these strategies; BRAC has organised nearly 300,000
men amd women into over §,000 VOs.

There is no dpubt that these V0s have initiated and
pxperienced significant seocial change. At the individual level,
women btestify that they now enjoy greater freedom of movement,

increased seif-conflidence and reapeck. Both men and womon oro
more aware of their rights sas citizens and their sxpleitation at
the hands of the economio and political ellte. In terma of

family and morriage patterns, organised groups of women have
tackled countless ceses of wife-beating, divorce, and polygamy.

Many VOa have developed inte well-managed demacratic
inatitutions which have been able Lo resolve local conflicts,
undertake Joint economic schemes, &and lobby for government
asrvipes. By being atrong in number and wnified in purpose, they
hiave nlso been able bto decrease their dependence on loocal elites
for advice and resolving conflicts and to reduce exploitation by
locnl mlites in money-lending, land, and labor Lransactiona.
Dvar TED Vs have been fedéeraved into 25 unlon-level Central
Committees through which they have increassd their politioal

reprosentation by voting collectively and/or electing their own
candidates.
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Although it cannot bs dispuated thet the local ipstitution
building by BRAC haes led to significant sociml change, this
chonge in difficult to measure, In the pasat, therefore, BRAC has

relied on routine nput statistice (eg. how many VOs organised,
how mony membars: trained) and periocdic research studies to
measurs progress in this Tegard. In systematising its work in

preparation for expansion under RDP 2 and the BRAC Bank, BRAC
plans o review Its experience to date Iin regard to inetitution
building and socinl clhange,., A & First step, BHRAC's monitoring
staflf have developed & tentative llat of oriteris Tor whak
congtitutes o gfhrong village -orgaoisation (eg. regulsr rotetion
of leaderzship, number of social sctions taken) which they plan to
incorporate into a Village Organisation Monitboring Form.

4.3 Futiore FPlarns - ROP 2 and BERAG Bank

According to BRAC plans under EODP 2, Yesr I of institution
building will be spent establishing the VO, econducting a
funetional education opourse for [ounding mepbaers, introducing
savings=and=loan activities,  and initiating a variety of small-
gonles economic and sooial maotivitiea. By the beginning of Year
2, a minimum of 50 to 60 percent of the landless in most villages
ghould bave become regular participants in village organisailions.
hiritng Years 2 and 3, the esnterprizsée development and oredit
pperakticons of BRAC should serve to strengbhen the solidarity of
individual %Yoa and workashopa of reprezsentativez from different
Tids %il1l be conducted to =Etprt the process of federation.

In the original RODP 2 proposal BRAC projected that most VOa
would develop sufficient estrength LSo "carcy on sithout BRAC
assistance” after Year 3. Howevar, on the urging of the
Appralan] Toam, ARAL rocongidered whether thls goal was
realistie, It 48 now proposed to provide & fourth year of
inatitution Bpilding wader RDP 2, Bnd to maintain tws Programme
Officers {POs} covering 10 branches during the firat two years of
the RARAD Bank. Their raapongibility will be to further
atrengthen, and promote the federation of the Vos, Further, all
gtaff recruited to Bank branchew will have worked at leazt one
vear in an RDP aren 6ffiee. In additian, 20-25% af the time of
esch PO under ther BRAC Bank 48 committed to provide continuing
suppart ta the Vos.

The Appraisal Team recommend= that BRAC regularly review
the proogess of ipstitution buwilding to determine whether in
practice even this increased amount of staflf time [Is sufficient.
Unlike credit operations; increased ataff efficiency cannot
groatly reduce the tlme requlred For effeoctlve Inatitutlion
buflding. Without adeguate follow-up for at least four to five
¥EATH, even strong local institotions can weaken. Moreover; the
federation process canocet be initiated until individuml WO have
matured for at least three years.




BRAC ie ourrently revievwind how to. further institutionalize
its commitment to institution bullding and social change. One
aren of Bxpressed nead is aodditional ataff training &and
erientation to the issues and strategies invelved. We would
endorsa BRAC's intent ta develep additionsal astaff Lraining In
this area; including training on; the diagnogis of the rural
power structure and leoeal labour, tenancy, and credit markets;
appropriate strategies for each atage of institution bullding;
and guldelines for the management oF large collective
enterprises. In addition, we would recommend that new field
ataff are orisntad to BRAC's aooial ohange objectives and
gtrategies during their induction traiming and that all field
staff participates in periadic refresher trainings/workshops on
aonial change.

BRAC nalsn expressed the nead to develop a reparting and
monltering syetem Co ensure thait stall remain committed to apd
accountable for insbitubion bullding and social change. While
recognining both the diffioulty aof measuring socis]l change and
the risk that an inelstence on targete could undermine the
baaically organic. and sansitive; Prooass of ifnstitution
building, the Apnraisal Team endorses ARAC'a efforts to develop a
reporting and monitoring syatem.

Ta datea; all the =taflf toargets Ffor inatitutions]l building
have been ilnput targets: 0 many members enrolled or trailned, so
many meetings or workahopa held, OQutput targets should also he
developed: these wmight include the indicators for strong versus
weak Vo8 number of socisl actiona taken [(whether ifnitiated by
the VOs themselves or by BRAC ataff); facrtors which facillitate or
abetruct social action; and indices fto measure. the impagt of
ascinl action.l BRAC'a monitoring staff intend to add a Terw of
these Indleoators, after oareful fleld-testing, te the Village
Grganisation Meonitoring Form they are developing.

To evaluate nnd anmlyse the actual impact of social actiona
taken, the Appraissl Team recommands that BRAC's RED staflf
research a number of casezs of scocial acticon to annlyse the
factors that promote or obstruct scoial changes Bimilarly, we
recommend that RED stalff research the factors that strengthen or
wanken collectlve manmgesent of larde collective enterprises.

1 Baged on lts Interviews with BRAC field staff and BRAC-
organised willage Eroups, the Appraizal Tesm -developed &
tantative Iiet of such indicators. Each indicator listed
reprosente & type of social change thail has beepn abbempted with
gome fdegres af suceess by BRAU-arganised village groups (refer Lo
Volume 11).
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Theae analyees should be translated into guidelines Tor Mield
stafl and discussed in terms of its policy Implications. In this
redard, we sugfest ARAD manpageament conzider mechaniams to engure
on-going policy discussions and everall monitoring ol: the
institution buildind and social change component of its work.

In summary, we would recommend that during 1983 BRAC reviews
and systomabtises its approach to institution building and social
change 1In much the way na it has reecently reviewed and
svstomntised ftg oredit cperations. Further, we suddest that
gignilicant amounts of =staff time, explicit staff targsts and
guldalirea, dontinuling eveluation -and poalicy dialegus, ns
detniled above, are required to susbtain BRAC's comuitment to
empodering the poor.

1:4 Gender Iasusa

The Appraisal Team comwends BRAC for its special emphasis on
women in its targest group and ites performance to date in terms of
involving women in its rural development progragmes. % of all
Vog formed and 539% of itotal membership of YOs ars accounted for
by women: of the nearly 300,000 lepdless poor that BRAC has
oerganised, over 170,000 are women. Of those who recelved training
ond of bthose vho attended Functional education coursds, women
account for 52% and 53X respectively. Seventy percent of children
anrnlled in NFPE schools are femsle ss plannned, and thousands of
the poorest women are being assisted through BRAC's special IGVGD
U og rnimme ..

Thers i oo, doubt that the BRAC prograpme  has helped
Inerense the mobillty and autonomy of wvillage women. Until gs
recently as the early-13T0's, wost women were confined to the
"private sphere” of the homestoad. Few village women worked in
the fields or at construotion eites; fewer still were Lo be Tound
in the wsarkets aAx. elther buyers or sellers. Under BEAC's
programae, women have bpen supported or trained te lease and
cultivate Jand; trade Iln ® loonl merkeét; own and manage a rice
mill; bhecome sharehoalders in a wvariety of collective schemes;
participate in loecal Judicials (ghalish] to reseolve conflicts;
engafge in-a wide variety of nev ceccupations; and, even, tun for
local elections.

To cerry out dts wvillage-level work, HREALD has recrulted,
trained, and deployed nearly 10,000 femanle para-professionals and
paid workers: over 1800  women Es non=formal adult snd primarcy
education teachera ;| nearly 70U as +village-level health workers;
pyver 450 L mesidt In BREAC's ssvingg-and-loan programme; sod
neariy 7.000 as para-medicos, para-vets, and para-ledals. These
women have not only provided 8 valusable range of services to the
local women's organisations but have alse proved important role
madels fo local woman Jend to villagers at larges).
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¥e feel, however; that two issues related to gender nesd to
b nddresgsed e a matter of urgencoy. First, although women YO
members are actively iovolyed: in economic activities, they tend
to predominate in  those such as paddy husking whioch require
ralatively small lgans for working capital and' yield relatively
low returns. There 4§z little evidense of women moving in
gignificant, number Crom low productivity sctivitles to thore
which offer greoater rates of returnmn on their labour &and
investment, evern though this 'is stated nas enme of BRAC's major
objeotives and is supposed to be the focus of special projecis
such as the Rural Enterpriae Programms.

Second, In view of 1its commitment to women at the village
lavel, the Team urges BRAC to follow through on its commitmeéent to
recruit more women to, higher levels in the organisation. BRAC
proposes to recruit two mals and two female Preogramme Organisers
[FO&) for each new ROP and BRAC Bank branch and to recrult mors
womern ‘B trainers, Aconuntanlt=, and ceasxhleras. OF & tobkal nurrent
ataff of 3486, women acoount for just less than half. Of these,
however, well over 90 percert are in Jjobs "without grade”.
Managemsnt 2 almost totally staffed by men, as are the akills
training and rural enterprige-septions of RDP which are the ones
most relevant to women in terms of increased productivity. Most
notably, BRAC has very few full-time wamen Tield ataffl.

In thia reapect, BRAC mhould be encouraged in its intention
te Ery to reorult two women PO for bach BRDP area offloe: Lo
recruit women FPDs for the IGVGD programmeé, to recruit women as
accpuntants and cashiers for Area Offices, and to expand its
training section by recruiting female trainsrs. Both REP and RED
should alsa bHe encourAgsd to reoruwits female staff. Given the
important effect of wWomen a8 role modela, BRAC should also
consider ways and means of recruiting a woman manager for one ol
the carlier satablished branches of the Bank. Finally, BRAC
sinlor wmappgenent should tike the lesad in epatablighing an
institutional culture which treats women staff as co-equals.
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5. RDP 2 (CORE)

f.1 GQecgraphic, Ipstitutional. and Human Resource Davelopment

Diring ROP 2 (1990-92),., BRAC proposea  to cpen 65 new Area
Offices. each covering 50 villages: & total of 3,250 naw villages

to be coversd.l BRAC's prefarred stratedy for its geographic
expanaion i to extend to contigucur area before moving on to new
areas. Howswver, BRACT acknowledged that its preferance for

clustering itas arease of oparallon {8 constrained by a second
oparating principle: to cover aresz not yet served by other NGOs
or the Grameen Bank. The broadly accepted, but unwritten,
agreement ia  that one Institution should not begin operations in
s vlillage where another L(nEtitution already operates. By and
large, thias principle hes been upheld in the past. However, e
bkoth BRAC and Grameepn Bankh plan to expand rapidly in the future,
s more explicit agreement may be regquired.

In énch of the new villeges, two YVillage Organisations will
be developed, ane male and one female: a total of 6,500 new VOs
to he organised over Gthree years. AsS noted in Sectionm 4 above,
the new four=year cycle of RBP 2 a&llows +time for emch YO to
mature: and strengthen and for YO8 to be federated. BRAC's inputs
into the Yos will lnclude an ipitial Functional sducation course!
woekly meetings on savings and’ credit. operations; monthly
meetings on socinl chande isgues; perlodle Inter-VO workshops;
varlous technical trainings (including, mgcounts training for VO
teadars); and regular Buman Resource Development (HRD) training.
The Appraisal Team recommends BRAC wmonitors these inputs to
ensure each VO, and Ltz pembers, réceives or participates in its
requisite share of meetinEs, trainings, and workshops.

Human Resource Development (HRD) training has been an
easential input Inte both =stafl Gtraining and VO membership
training since +the early days of BRAC. Under RDF 2, HRD training
for VO members will consaist malinly of TARC-based courses of asix
ar saven dsys in three subject areas! social swareness [1,260
tralnees per year), consciousness raising and leadership training
(2,000 tralnees per year),; and project planning and sansgement
[4,400 btrainess per ¥Fear). 1z addition, thres-day refraasher
courses will be held Iin the fleld Ter 1,000 trainees per year.
Each Polli Shebok/Shebika,; the village-level staff who work
clasely with the Vos, #il1l be trainsd in two sizx-day courses! one
cn baasle aocountant, the other on social awareness.

1 As projected, 20 to 4D new RDP Area Offices will be added
each year until 1087 and 20-40 of four year=old Area Offiocs will
be pradusted intoc BRAC Bank Branches wuntil the yesr 2001. By the
end =f 1997, BRAE plans to have organised over 1.2 million
landlegs poor ln 300 areams. By 2001, all the Area Offices will
have graduated in Bank Branches.
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Givon that the projected eaxpansion under ROFP 2 invealwves an
fnerense of 2,000 VO per year (with an sverage memboarship of
50}, the projected volume of HRD training allows for only two
membars per new VO (presumably Management Committes members) to
reaceive project plannling ond management training; one member per
peuw VO ta receive conscicusnsss training: and lesa than ons
membar per new VO  to reneive socinl nauwareness training. Theae
projections make npo allowance for two gthor YO training
regul remanta, ime, given that the members of the Management
Committeea of VO3 are supposed to rotate each wear, new Committee
members of old ¥0s will roguire training. Two, Kiven that the
meambership of existing VOs mre supposed fto inoreass each year to
enroll all of the tacget group,;  hnevw geoeral members of old VOs
will mlso rvequire training: The projectead volume of HED training
falla Tar short of thls demand.

To develop atrong VOs; A minimum of two meambera af the
Management Committee of each VO (old end pew) should receive
projact planning oand managoment training each ¥esr and more than
one general member of each VO should receive HRD tralning.
preferably of more than one type. The Appraisal Team recommends
BRAC review ita norme for training VO membership and leadership.
Wo detect that these norms have been diluted in the proocesa of
recent expansion and would be further diluted if the norms are
npot miade expliolt and enforoed. On the basis of newly-defined
norms, BRAC should revise its projected training requirements and
gonsider aliternntives Tor meating these requirdmonta (a8g. more
field-based traininge by alther TARC tralners or ROP stafl).

.2 Savings and Cradit

As & basic technique in building Village Organisations, BRAC
haas always Inslsted on individual savings. At weekly VO
mectings, membera contribute dindividual savindgs to o collective
savings fund, whieh in the past was depesited in o commercinl
band but in the future will be deposited with BRAC. Members are
encouragded te undar bake collective or individual income
genernting schemas paing the VO Tund. The process of collectivels
deciding how to invest the funds helps strengthen the V0.

After testing whether VO8 ocould gonerate enough savings to
meet the credit demands of their mambers |[threugh ita OQutreach
programme dezoribed in Ssotion 3 abovel; BRAC decided that the
landless nesded additicnal -ipputs of oapital. BRAC evolved
procedures for lending, both under lts BCTP and later its RDP |
progeammes. Thess procedures, récently roevised and starndardlzed,
Wwill be used during HDP 2 and the HHAC Bank.
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The Appraisal Team reviewed theae procedurss, which were
reviged in order lergely to locaen restrictlions oo Lhe Tlow of
predit (eg:. by changing staff discretiomary approval levels) and
to roduce paper work. For the credit goperations wunder RDP
2,these procedurss appear to be sensible and realistic. In order
tn prepare RDP Area Offices (AOs) For graduation into a Bank
Branch, +the Team recommends & number of further changes are
introducad {(detailed in Volums IT).

The procesa of Ilending to the landless gstarts first-
practloally wnd phileosophically - with organizing them into
Village Organisations. Individusl VO are ealigible for BRAC
credit only after thelr members have oompleted the funotional
cducablion course and begzun saving regulsrly. Udder 1its reviszed
lending norms, BRAC has ruled that female Vls may become ecligible
twithin three moaths after being formed, and male VOs only after
Bix months. 1n its lending, BRAC uses the same gLroup
sipport/presaure technique that has been used by Grameen and
ather successalul mioro-oredit programs eround the world. However,
it should be neted; the BRAC Vs are not organisad exclusively,
or even primarily, for oredit and not all members expect Lo be
borrowers at any one time,

The: Appraisal Team reviewved bhe lending wmetivity of 2B ROP
Area Offices (out of 51 eatablished as of late 19B8) and met with
lending staff at all levels in the field and at head affice. Thke
Team reached three basic conclusions with respect to BRAC's ROP
lending moctivity:

s the guality of the leoans is very good and is improving.
Most loanm Jlogses ococurred in the early years of BEAC's
lending experience and BRAC haa learned f[rom those losses.
Oof the +totml loan volume made as of Dec. 31, 159BR oniy 2.5%
can be olasaified as bad loans (on which principal will not
be recovered and Interest 1% no looger beling paid). Late

payments were at 3% of the loans portfolico outstanding at
Diga & 31 ¥ Iﬂﬂ-ﬂ &

- BRAC flald ataff are competent at lending and understand
that a lender must balance at 2all times the risk/return
nature of their loan portfolio. In addition; BRAC staff have
what appears to be a sincere commitment te social change.
They are development bankers.

- BEAC is providing loans Tor an impressive array of purposcs
with o good mix of short/ecdium/long term structures. The
loagns are having an ecconcmic impact -on  the pemberas as
measured by an increase in member savings (and as further
substantiated by BRAC'a own research on wmembers' lncome
befars and after EDP invelvement in their communitvy)
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The financial apd managerial aspects of BRAC's propomed
expansion of its eredit programme are disoussed under Sections 6
end 8 balow.

Under RDP gucrently, Ieana are being given to finance tuo
basic types of lncome generating activities: individual and

collective. These basic types can be further categorised
according to +whether or mwnat +the loans TrTeguire training or
technical support Trom RBRAC, Individual loans requiring no

training or technieal aupport from BRAC - af. paddy husking,
tradlitional agriculturs, amall trading, and rickshaws - scobunt
for approximately T0 percent of ourrent lending by volume.
Irndividual leoans requiring tralning or technical suppert from
BRAC - eg. poultry, oow rearing, and serioulture - soopount for
wnother 20 percent. Collective loans which require technical
training ., a8 well as esignificant ocrganisational and management
inputs - ag, deep tubs walla, rice mills, #nd brieck Tields-
account for only five percent of current lending.

5.3 Technical Support and Training

During field wviaits and discussion=z, the Team became awvare
pf the lmportant Tole that technical edvice, agsistance and
krainind have To play 1in BRAC's rural development programmes .
With ewpansison of activities planned in ROP 2 and the arsation of
tha BRAC Bank, it is expecited that the demands made on technical
gtaff are likely to increase and diverasifly.

In general, we were impressed by the range and guality of
technical support -services and skills training opportunities
avallabie to group members feal that the recent decislon o move
tochnical =taff aut of TARLD Centres and into the Area Office
under the dirsction oaf Hegional Offices: will &dd *to their
gfficiency by increasing the relevance and timeliness of their
anrvices,

The Team considered existing and planned ceRpacity in terms
of numbers of Eroup members who will require tralning and support
during the proposal period. In general, given BREAC's policy of
nugeentlng the capecity of: lts own techanical eéxperts through
extenslve use of para-professionals and government extension
staff, «e Tfeal that supply of services will be in line with
requirements.

There nee, bowever, a number of issues we foel should be
addregsed. First, with regard to Lhe technical staff thomselves.
the absence of mechanical engineers and of women experts is
thought ta be a problem, given the lncreasing number of loans
being gLiven bto rurml industry projects and the large number of
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women borrowers. In addition, it dis felt that ‘technical’ i=
Being uged in ton nareow A sense, and that business skills should
alegoc be given some attention. The Team recommends, therefore,
that plans for increased staffing be reviewed in an aLtampt to
regpond to the above comments.

Second, while re-location of teochnical officers from the
TARC'e to Area OFCioe is beneficienl, some further changes will be
necessary followving the satablishement of the Bank to ensure that
Bank bronches and their clients ales have socess b0 technical
experLise and skills trainers. The most promising of the options
Eugfesied is to make the technical officers reosponsible to a
Teohnieal Co-ordinetor within the Trajnlng Sectlion at  Head
Offioe. In this way, their time could be allocated both to RDP
and Hank brenches according to need.

The Team also considersd plans for payment of technical
services and skills training following transitiom to the Bank.
We agres with the sauggestion that flest Eime borrowers in Bank
branches -should receive free skills training [(subsidized from a
training fund in RDP) if required, It sesama to us, however, that
Vo members, even in REDP branchezs, sheould pay for techoical
support sETViCes |egpecially those provided by parn-
profesaionalal when able to do so. This recommendation is made
in light of our fiogdinsg +that Ilarge numbers of borrowers are
already paying for technieal servioes either directly pr as part
of the loan repasmeni.

f:4 Rural Enterprise Programme {(REF)

In view of BHAQC'"s ineorsesing needs to awtand the range of
coononio activities in which group members ean invest, and to
identify acbivities which produgce more than o subsiastence level
of inoome, REP, which waa estabhligshed in 10RE apecifically to
address these needs, has & ocrucial role to play io future
developments.

During our field wisiis, we wears =mble Lo assess Lhe use
whizh iz made af REP by RDP ztaff and the valus they put on its
gervions. In genoeral, Regional and Area Managers tend to use REP
a8 planned, td undertakes feasibility studies, supply information
an enternriaes and to mEgist in  teating out nNew technologiea.
RDP gtaff feel that their need for REP mervices iz greater than
its ability to respond. We fsel, however, that thias 'is as much
due to o misunderstonding of 'HEP's reassarch-orisnted and
catalytic role as to netusl shortlfall of rescurces. Although some
increassd capacity ia required, the affectivensss af REP could be

grestly improved by tdhinz measures which have Tew or no resource
implicetions.
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Tha Appraisn]l Toam was fortunate to have access to recent
agxternal evaluation of BEP. On the basis of information sentainesd
irn this and discussions hoth st the Head Office and in Tha Tisld,
we faal that continued support of REP at the higher level
requested is essential to the succoss of bath RDP 2 and the BRAC
Bank. There are, hovever, & number of iasues which need to be
nddresed before smbarking on REP 2.

Firat, the objectives of REP nesds to ba morted out at the
higheat policy level, and a olear mandate given to staff 8o that
pricritiea can be established. TIn particular; guideance is needad
on the required emphasis which should be placed on enterprises
and menagement systems which result in significant gains in
income for a few, ns againat enterprises and syastems which result
in negligible cshori=-term gainge in itnoome for many. GOGuidance is
also nepded on the degree aof emphasis to be placad on
identification and tranafer of existing profitable enlerprises
varaus Pegearch on nedw  and dnnovative enterprises. It s our
bel:ief that BRAC'g aim of moving an increasing proportion of its
group members from subaistence level activitiea to those yielding
higher ipoome Jlevels would be best served by concentration on
enterprises which lend themselves to ownership and management by
large numbers of small groups or by individurls. Wa slso belisve
that group members are more likely to benefit from concentration
on identification and tramnafer of existing enterprises (ocombined,
when neceggary, with experimentstion on mapagement systems].

Sacond; some chenges are neaded In REP'a method of work.
While wa have no major problems with the stratedy used by REF
during the esxperimental aAnd pilot demonatration phazes of
technology tranafer; and oongider the documentation already
produced s w result of action research duringd these phases to he
a waluable resource for BRAC ztaff and others, we feel that REP
does not follow through sufficlantly in Ehe #arly stages of
replication. Devoting more time to following through an
promising enterprises already ddentified in Phase I, is more
lLikely to reguli in significant benefits for the landless than is
continued identification of new ideas which cannot be adequately
replicated because of defects in the transfer mechanism. The
transfer mechanism and the respective roles of REP and ROP staffl;
a3 well a5 roles of staff in the Training Secbtion hneed to be
reviewed at high level.

Third, 2t 1= obviously an advaniage foxr EREF te be an
integral unit of HDP while an effective transfer mechanlsm is
being worked cut. However, REP slso has Important inputs to maoke
to Bank branches and needs to work closely with the Training
Section. Oiven the elose Iinkages It has with these wvarious
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parts of BRAC and given alse its eatalytiec and crunisl rale in
BRAC'e futura development, 1t fe recommended that REP should
eventually become a Technology and Enterprise Advisory Unit
reporting directly to the Exsecutive Direntor and having elose
linknges with RDP, BRAC Bank and the training section.

Finally, slthough we believe that REP should continus to ba
a small catalytic unit, we Teel thet it will be able tu perform
its role more effectively il planned recruitment of additional
gsenior level staff is put inta e&ffect as soon as poasible. In
particuiar, we aAgree with the REP evaluation team that one, if
nok two, female soclo-economists should be recruited as a matter
of prgancy. Inereaaing the number of astaff with an enonomios
tackgrould would allow existing headguarters staff (¥MBAs) to
davote more attentien to  business and entreprensurship
davelopnent.

f.6 Fimanoinl Reguirements

The reviaed estimated financial requirements are summarised
in the table overleaf. The major differencea from the original
budget summary [as presented to the January donor meeting) are
largely due to the following factors:

- inorease in the EDP loan fund requiremsnt stemming from
the revised assumptbions and oaloulations of loans
disbarsad;

- inoresse in branch operating costs due to the retention
af Area Uffices under RDP for four years instead of
three;

- increase in training coats due to provision for inputa
Funded by RDP to the Tlret two yeara of operation of
the BRAC Dank branches; &and a w@major eaxpansion of
serlferloulture activities;

- provision for operating anpd 'capital cost itema in the
Regional Offices and Headquartera omitted Ffrom the
Janpuary budget] and

- inoluding the lnterest income to the RDP Area Offices
from the loans dishurszed.

All of theae pchangea have been Iincorporated by BRAC in the
revised proposal.
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bh. HRAC BAMK

G.1 From RDP to Bank - The Transfcrmation

Singce Qotober 18988, 8RAC has introduced a number of changes
which have traneformed ROP savings and credit activity dnto one
that ie almoet indistinguishabhle from & bank in tearms of what
work is done. The most important of Lthese was the decision that
as from April 1, 1989, BHAC begin collecting and keeping members’
savings rather than have the savinga held by s commercoisl  bank.

As n result of these changes BRAC's proposal to oreate s
tank 1a, In cdperationnl and finsnoial terms, not & mojor
departure from what it is now doing with respect to savinsgs and
credit under RDP. Although there i3 & significant expansion
propused nt 8ll levels of activity the transformation from RIP te
BE will not regquire significant changes In procedures or tasks
nor should the transition alffect the Tlaancinl guality of BRACQ's
lending.

However, during the Appraisal period several assumptions and
methods of calculation relstingd to the fipancial forecasts were
changed, some at the reéeguest oaf the Appraisal Team; others
suggested by BRAC, After discussion with the Team several of
these ware agresd Lto. These related toli=

= the rgie ol borrover bulld up

- the average loan size

= the term struvcture of the loan portfollo

- provision for possible loan losses

= the humber of years of ROP operatiocns

- the numbar of ROP AD's developed eaoch year
- salary levels for staff

In addition to the above changes, there was an important
Lechnical oaloulation ochange Lo year end rather than average
values on the ponsolidated Bank balance sheet, Thie increased
the amount of Tinancing required.

6.2 Credit Demand and Income Forecasls:

The bagic logio involved In forecasting the income of RDP
end then the Bank is =

- how many menbers can BRAC organize at each AOT
- how many mesbers «111 borrow msoney and at what times

- what will be the amounts and the terms of the average
loana?
- what iz the intereat rate that BRAC will receive on the

outstandiod loans?
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The Team reviewed in detmil the assumptions and the logic of
BRAC's incoms forocost and compared the forecasts with ourrent
pperating characteristics. Sevaral assumptions were revised at
the Team's request and nev income forecasts were prepared, After
copnducting sensitivity analyses, +the Team now Feels that they
represent a realistie and resasonable scenario for the futura.
Maoreavar our analysis concluded that it is not necessary for BRAC
to gignificantly change the kind of lending that 1t la now doing.
The typea of Toans that BRAC's more experienced AOs are now
molting are, on average, large enough to produce the forecast
intome. Sa BRAS pesd not, on Tinancial viebhllity grounds, assume
any more risk than it is now handling.

The Tzam also examined the question of whether there ls mn
infinite demand tor the kind of loEns that BEAC is currently
making, Of the current loan portfaolio approximately % ls going
s individuals Ffor non=agset activities - such as paddy buskiog
and gmall trading {(non-masset since when the loen is repaid the
borrower has additienal incoms but po productive asset). We feol
that it g ropngondble to sEsume thet pon=-aeEset loans should
alvays be safe loans in Bangladesh, ie. that there will always be
a demand for rice and small trade goods.

For & gecond kind aof loana, npnes that are wmade to
individusia to purchase an inoome earningd asset (approx. 45% of
loane), we belleve that the members themselves know when the
market for a particular type of activity ia saturated. All the
ovidence that we were able to collect suggested strongly that the
rigk of market saturation or aversupply of simple goods is likely
tn he a short term one which can be controlled at the VO level.

A third type of loan, the relatively large collective loans
for deap tubeuslls and power tillers, for example (5% of loans),
de represent more risk becauge they are aubject to the vagaries
of weather and technical failure for a long period of time. These
loang also reguire major organizational strength and technieal
support from BRAC. RRAC hras to date managed this kind of loan
without major problems but iz motivated to do more in  this area
because these loans represent a real apportunity for the poor to
obtain large income earning assets. Senicor management ie aware of
thae nood to be oaubkiows wikh these higher riak loans and since
approval for them must coms from the higheat levels the activity
oan be controalled.

.3 The Delivery of Credit and Expongse Forecasts

The Team reviewed the thres major oomponenta of ocost
invalved in lendlng all of which apply both during BEDP and under
Lhe Bank = the ceost of ecapital, operating coatas (of which
anlaries is the moet signifleant), ond fixed aszet costE.
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BRAC Bank will receive funding for the loan portfolieo from
savings deposited by the members (which ocost 9% per annum) and
loans from BRAC (which previously wers charged at 2X but now are
intended to be provided at no interest charge to BRAC Bank). The
Appraisal Teasm has reviewed the forecast for the lavel of savings
that the memberse ocan be expadotod to deposit and considers thom
reasunable In that they are based on scltual savings patisrna.
The cost of ecapital caloulations are therefors acceptable.

Sslary levels and staffing forecasts were alaso reviewed and
were found to relate reasonahly well with actusl levels and
rates. At the AQO level the forecast staffing level ie basiocally
what we observed in the field. In many cases AD's will have to
be more produntive in order to meest both the sooial and financiml
objectives of the Bank. Soms regquests for incressed staffing in
certain areas relating fo organizing the members and in other
orses with respect to training were requested by the Team and
were incorporated by BRAC in the revised foreomste.

Capital costs were reviewed In terms of whether all items
required were fooluded but a -detalled review of current and
forecast ocoRta for bpildings aAand other Tixed saasets was not
carried out. Spot checks v major itam costa as ooopared with
historic costas shosn on BRAC's statements were performed and the
forecasta were found te sorrespond reasonably with these Fligures.

In summary the cost forecasta as agreed and pnow contained in
the proporal were considered reasgnable and acceptable.

B.4 Consolidating Acoounting

The forecasts diszcussed up to thiz point yere forecasts fTor
individunl AQ opsrating costs and incoms. Tn eddition there are
the ¢ceosts for regional management and head offige managemsant.,
These vere discusgsed with BRAC gtalf and changes mutuslly agread.
In #general the Fforecasts a8 now presented were found to be
acceptable and reasonable.

The most important change which was first recommended by the
Appralaal Team #nd subseguently agresd teo by BRAC concerned the
timing the transformation from RDP to Bank. The Team falt
strongly that the originally proposed period of thres yenrs was
too short a period for both financial and gocisl development
raasons. According to the revised plan an ADO §s not likelv to
braak aven before Tthe fourth year of operation. If an AD is
taken ovar after only three years, for example, the Bank on a
congol ldated basis will have to finance the operating losses for
ARt least one year. By shifting the takeover date to the end of
four yeara of RDP aperation the Bank will have to finance less
losses and less will be required from the donors - for the Bank.



It waz considered to be more appropriate for RDP which ia clearly
a subzidized operation, to oerry théese costs than for the Banh.
Moreover, the extra year allows further group development and
education to take place, there isa therefore an important social
spin off from this change.

With these revigionzs, the Team was satiasfied wlth the
necuracy ond appropriateness of the method of consolidating the
individual operating cost forecasts and the procedures and timing
af the transfer of Area office= ko the Bank.

6.5 Qepneral Finapncial 3%ructure apd Funding Requirement

The major lesue with respect to financial structore was the
request by BRAC for Tront-end loading of the funda required from
the donors. The arguments in Ffavour of this structure are the
fallowing:-

- the upfront money allowa BRAC Bank to be independent of
donors after the Tour year commitment of funding. This
beneflits both BRAC and the donors.

- the upfront funding stcrueture providea the Bank with
pigniFioant Financisl protection fram potential
ghortfalls in loan portfolic income. The investment
inoome is a secure source af lncome Tor the future.

- it isz wery difficult for an organization to plean its
expanasion in an environment of uncertain funding.
BRAGC'R rate of growth would have to be much less in
order to avoid the rishk associated with the possibility
of funding belng held up or not provided, as donore Lry
to juggle competing demands for funding in the future.

The only other optlon with respect to financing the Bank Is
to provide a subeidy each year to cover the consolidated lomsas,
plus funds for the purchase of the ROF AC's but to provide no
financing for BRAC Bank to invest and earn income apd offset the
logses. This option would require twice as magh funding in total
and would extend at lenst until 2001.

In the opinion of the Appraizal Team the up~-front financing
atructure is the moat effective and economical way to finance the
proposed Bank.



The flnal estimdte of the Ffunds reguicred Tor the BRAC Bank
on this basis area.

RDP 2 BREAC Bank Total
T tw. uss Tk.  uss Lakh Tk. USS m
100 08 9.4 280 7.8 558  17.3
1991 217 2 400 12.8 B17 19.7
1982 231 7.3 280 B.8 Bll I6.1
1983 RDPix 80 2.5 ED 2.5
A 166 23.8 1010  31.8 1766, 55.6
' From JTanuary 1993, donor Tunding will be reguired fTor the

next phase of BDF - ROFJd.

BE.6 Legal Tassnes

Cn the advise of esenicor officials in the Bangladesh Bank,
the Government's centrnl bank, BRAC has decided ta  follow o two
stop process in forming  the Bank. It will initially begin as a
"nroject” of BRAGC and after ftwo ta three ¥years of opernting
experience; 1t vould eeguast & wpecial charter from thae
Government +to establish a separdate legal entity similar to
Grameen Banl. A project pro-forma' has salready besn submitted to
efficianl GOB channels for a "BRAC Bank project”.

Ag. in NGOG project, RRAC Bank canpot he owned so there ld no
squity Eirooture: 1n the Tevised forecasts. Flans for the
borrowera to become shareholdars have therefore been delayed,
The only other significant difféerence between Ehe Bank "project”
and o registerad hanlk 18 in thée mAnagensnt atrusture. BRAC Panlk

would require a new Board of Directors. The "BRAC Bank projecot”
will be sontrolled by BRAC's existing Board.
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T OTHER PROCEAMMES

Complementary to, but eagentially separate Trom The core
E0F 2 activities outlined in Sectlon &, are three major
PI‘EII['EEI'I'I].HE:

Y¥on-Tormal Prisdry Bducatian
- Vulnerable Group Development
- Development of Rural Manmgers

The first two of these address BRAU's long-term objective of
déeveloping selected progranmiss on 4 sulfficlent scale and through
co-ordination with government; to cenvince government that
natlional-level programmes can be effectively designed and managed
in the Interest of Lthe poor. The: third mddresses the capacity
side of  this objeceive in terms of increasing the pool of
manazement expertise available to respond to the need= of the

POUE ,

Together, theas progframmes. pccount Tor 40 percent (Th. 298
milifian) of the total budeset of Tk. 783 million reguestiod by BREAC
for the EDP 2 Prodramme,

T.1 Hon-forma]l Primacy FRducation (NFPE) Programme

Through NFPE, BRAC aims to provide nppropriate ediucation to
rural peor 'childron 70 percent girls] botweer the ages of H-10
and 11=14; who have #ither neéver #nrolled 16, or who have dropped
oul of formal prlaary  achools. Youngar ochildren receive three
yearg of edudsation ae opposed to two veare for tha older -age
Eroup. On--completion of the J=-year XEPE course,; students are
eligible for mdmission to Class 1V in formal primnrs schools.

Starting from 22 WFPE cenlres and B76 stodents in 1985, the
progromme hos axpanded rapidly, with 2 tetanl of 2031 centros
expectad by the énd of 1985 and a total of 60,930 students
enrclled or gradunted. 0of the firat batch of students who
gradunted in 1988, 98 percent have gnined admission to formal
primary school in Clasa IV and are continuing their studies.

BRAC ims requesting a total of Th, 184.6 million with which
tu expand this succesalul progromme. Thia 18 n signifloantly
kighsr budgst Lthan given in the origical propogal {(Tk. 146.5
millionl. The major factors causing this Inerease in budget are:

E in the January proposal; 1t wasa planned that 3,500 pew
olasses or schools would be starting in the three years
1988=-18%1. The new proposal increasss this number to
3,800 achools.
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- the number of -stuodentfyears In the aotoal plan will
therefore be higher than 1t wag In the original
propoaal (286,950 instesnd of 241,860). This ariasea
because of the inorsase In centres opened in 1989. By
the end of thilg y¥ear, & total of 1,805 new centres will
have beaen storted.

- chonga of supervisors status from P3 to PO level, with
correaponding inoreasa in salaries,

The Appraisal Team feels that all changes are Justified, We
pEre: with BREAC that the [1-14 year afe group is a high priority
cutegory and that BRAC should be able to contlinue with the
edunation of this group after ourrent UNTCEF funds come to an end
in 1989, ¥e also feel that the upgrading of suparvisors to PO
level is justified given the greater-needs for supsrvision under
the expanded syatem,

It was made elear to the Team during our field visita that
the demand for this servige ameng mpmembers of YO's is certminly
greant encugh. to merit an 'expenzsion of even greater proportions
tharn that belng proposed. We fesl however, +that while BRAC can
pupe with the rate of growlh sovissaged In the revised proposal;

1t would need to exerciae moma caution In conaidering any further
ENTHEME T O .

Proposala such= @s bthot being discussod with the Governmenk
of Bangladesh and the World Bank for 8,000 eentres ocould put
atraln on BRAC's management and brainlng capanity, unless the
aparational plan for the World Bank project adeguately provides
for staff [dncreases and fralining ospacity. Thia subject should
also be an item in the mid-tarm review of this ecurrent project.
Meanwhile, the Team ondorzes BEAC's continued efforts to agres
upon Lhe proposed project. TG has proved to be able Lo Isplement
expunsiong of such sige. NFPE certainly would be consistent and
compatible with BRAC's policy and strategic considerations.

T.2 Income-Generafion for Yulperable Group Nevalopment (TGYGD)

In our view, TI0OVGD is one of +the most waluable and
succesaful programmes to be undertaken by BRAC:, The wvolue lies
in targetting s=pecificmlly nt destitute women who form the
poorest three perosnt of Bangladesh's population. The success s
measured in terms of the 30,000 to 40,000 women in 32 upszilas
wha have already henefitted from the programme throuogh skills
trafining &and provision cf credit Lo astablish poultry
enterprises. A Turther meazure of success ls the extent to which
BRAT has been able Lo secure the gollaboratlon of the government
in providiog the servioss needed to ensure the continued
viabillity af the poulbry enterprises after BRAC staff withdraw.
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BRAC is regquesting Tk. 234.4 milllon with which to complete
itas current Z-year programme and to repeat the experioent in o
further 26 upaizilas. Slnee the original propesal was submitted,
the purchase of an incubator and generator hsve heen inocluded.
Given the importanaec of an assured supply ol day-old chichs to
the programme, Lhe Team feels this is & useful addition, and., a3
savings have been made elassvhare 1In the budget, the total
inorease i only Tk, 0.368 million.

Thers 1z no doubt in cur minda that the Tunds Tequested by
BRAC to expand its IGVGD preeramme should be spproved., Given lts
proven ability to bring short-term, sustained increases in income
ten this extremely poar group of women, we had querles as to why
the programme could not bBe implesentdéd on Gn  even larger soale
than proposed. We acpept that BRAC's explanation that the
government'a abilit® fo ‘supply day-old chicks: in sufficient
quAantl tlez g d mrjor Taolor llmiting the elge of the progrimme,

Ve are aware of three things that could affect the muccess
af the programme. First, in some of the arshs we visited, there
waa arn excers of efgps with a Tesulting fall in prices. As the
caovarage of the progromme  inoresases, BRAC abould  ensure that
merkets for eggs do not become saturdted and should proaceéesd wilth
pinns te develop market channela betwesn villages, towns ond
=Lt leg.

SEepond, thera jfaa possibllity that the services recolved
from government [ollowing  the withdraual of BRAC mtaff Trom
programme aress may fall  In quelity ahd quantity. BRAC should
monitor this marefally and build leszsons into the next phase.

Third, n poulfcy rearing programnms {not speollically gonred
at- WGh) to: bhe implemsnted on & larger-scale ls beineg dissussed
with TFAD. Given conatrainte relating to esupply of day-old
chices, BRAC bhase suggesied that the number of Upagilas to be
coverad in this project should be redoced from 200 to BO, unless
adeguate provieion is made to eansble the government o respond to
such a massive increase In cdemand {or Lts services, However,
even at the more limited level being proposed, we would aah BREAC
to ensure that, LT any conflicts arise, the [GVGD progranme
receivea  priority because of the specinl nesds of its target
Eroups

T.d Management Development Programme (MDF]

While BRAC's gellaborotive =[fforte with fovernment 1o
prograames such as NFFE and [0VGHD have heen successful to date,
it feals there is a need to press home the lesaons of experience
among senior government sfficials in An attempt to achleve evan
mors, This is-a logieal extension of BRAC"s attempts +fo promocte
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programaes which resch the lapdless poor in the massive numbers
required, and it forms the rationale hehind the Managemant
Dovelopmant Prozramme (MDE).

In the eriginal proposal, MDP had a cdual foous:

- develop and tedch ways and meanz by which managers of
rurnl dovolopment projects — both government cofflicials
and staff of BRAC and otker NOOs - oan operate more
efficiently and be more rosgponsive to the nseds  af the
poor; and

- inform and orient senior government officials to the
benefits arising from and the mathoda of achisving a
more ogquitable distribution of govornment sorvices, and
to ipdicate the role they themselves can play.

In both cases, the training materials wWers ta bea prepared
through an oxhaustive process of action-orientad resemroh basod
on BRAC's existing collaborative, national-level programmes.

Tha Team Ffelt- that thie origipal proposal wae raoather
amhitigus and that, in any casze; rural development managers are
lese likely to learn from the BRAD experience in the oiassroom
than through continued and intensified practical collasborative
warlk at the wpaglla nnd villeage leval. Wa did, howsver,; REres
with the logle of targetting senier government polliey makers
whore support is necessary in enabling field-based officials to
vork effectively for the riral poor. ¥e also repognise the
Importance of resesrching and documenting BRAC's methodology and
experiencas in mannging rural develcpment for incorporation in
training satecials.

After discusaions on rvessrvation=s, HRAC ngreed that the
original proposal should be substantially reduced, and that for
the moment, field-besed work could be undertaken without the need
for o fiald-bazed regearch/training laborntory. Az n
consaquence; bthe proposed Tield mpoagement training ocentres has
bBean removed frem the requeat, and related budget items have beoen
scaled down accordingly. This results in o roduction 1n the
propoesed cost fram Th TH.2 millien to Tk 58.4 million.

The Team is conflident that this revised proposal;, combined
with intennified prantical collabaratian with field-bawed

government offiocials, will be sufficient for the moment to
fulfill BEAC's abjectives,
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B MANAGEMENT

B.! DOrganisation Structure and Management Chapaclity.

BRAC is & large undertaking by any standards. As of April
1985, it employs nearly 3,600 full time; of whom only 102 are
lonated at Head Office In Dhaka. It is, therefore, very much a
field=based organisabtion with the great majority of steff working
at village or area level.

At Head OFffice [HO), thers Are pine pProgramme manag=rs ach
one of whom reporta dirently to the Exacutive Direaotor. Thesao
nras

= Diractor of Adminlastentlon

- Birector of Progcoammes

- Proagramme Coardinator, BOP

- Pragramme Coordinator, BEAC Bank

- Programme Head,; Regesarch Evaluation Department
- Programms Monager, NFPE and Publicatiaona

- Chief Acoocuntant

= GCensral Manager, BRACU Printers
- Programme Hasd, Para-legal

An osrganisstion chart fts given averlaaf.

It ian ‘onlik=ly that there will be any major changes in this
strunture during the propoanl period, although am m Division for
Lli# BRAC Bank projeot dees nobl yel exist, +Lhie will obviously
need to bea coreated when transfer of ROF branches to the Bank
COMMUNoas . The intentlon ig that Regional and Head Offloe stalf
for the Bank will be mappolinted as required and that when Lhe
number of branches wareents it; 8 full manegement structure will
be created w~ith the npecessary supporting services; e.fs sodit;
monitoring. '

Should sny wunforeseen problems arise which seem Lo require
further changens in BRAC's organizational atructure, these will he
fully discusased by beth middle &and wupper management, and
workshops end training courses will be held for all relevant
astaff to explalin what changesa are deemed to be necessary. Thia
is the usunl procodure sdopted by BRAC to eosure Lhet everyone
unideratanda what i3 about to happen and to enahle changea to be
introduced without disrupiion to ourrent scbivities.

Although pressures will no doubt incrense as & result of
expansion and trensition, the Team feels confident that the staff
and their supervisors will he ahle ta pope With the tasks ahead.
We found that staff motivetion and worale is high and that
attitudes towards the éreation of the Bank ‘and asscociated changes



R e e

L3

BRAC - HEADL OFFICE (opril 1989

e —

! EXECUTIVE DIRECTOR f——m—m—— —! BECRETARIER |

Internal Sudit

- = = 1 Governmernt Fwl ation
e | DIREGTOR OF s ST E IConatruction
| ADMIMIETRATION I ICold Btorags

- I Perdotinesl

3
- = [Tralning
_______ [ BRECTON: OF i _iHriefing Centre
L PROGRAMS | EPusl icity
‘EDP

Em A dE e

iRDP
e AR R ———— | REP
oV EO-ORDINMATOR o 1 ASROMG
| FDP ! | TGVED
IManitoring
IMIP
' Bl la

il e i i e [ M e gkt ! i

-- { NEPE
———rem—— | CMOTHHEER OF MNFFE F————— I Pubiicwkion:

T sa —

ce—le§ CO-OROINGTOR-BANK 1

=1 HEAD OF RED |

L E T -

i CHIEF ACCOUNTANT i

e — — |

————=| HEAL OF PARA--LEGAL. }

e e T e T . | A

—————=j W. M. BREAC FRINTERS. |

g = —

Note: Az BRAC Bank 1a establlsghed, It will develop A aimilar
internal manrgement Rtructure to that af REOPF with Regional
Manager, Branch Managers and POs.

343




are generanlly very positive. Continuatlion of present recrultment
and promobtion policies, combined with m continuesd emphasia on the
an-the-job training baeked wup by short job-oriented training
courses. should help te make expansion and change taks place
reasonably sassthly,

oo of the sreas in which we have some reservations about
PRAC's management capacity is that of taking on additional
national programnes over and above those currently belng
implemented, plannsd and funded, We have heen given Aasaurances
that a seufficliesntly large pool of brained POs exist to meet the
neads of such programmas. Hevertheless, we recommend that the
gubject of management ¢apacity should be an impoartant item in any
mid-term review of the projeet., Our reservatlions de not in any
way arise from misgivings abkout BRAC's ability to deo what 1s
proposed ip  this project. They narise, inastead;, from the aize,
the variety and pomaibility of carly implementation of larde
national progzrammes that BRAC could be implemesting during the

next Thres YTaaATrs. BRAC  has become: Bn attractive executing
afency, as a reault of the suceesse it has had in reachinog and
mobilising the rural poor. It has. Juatifiably earned an

excellent reputation but we would urge some casution in taking on
much more, partioularly during the first fwo implementing years
gl this project.

8.2 Staff Espansion Reguirsments

Total staff npunbers (exoluding BRAC Printers snd NFPE
teachers! have been increasing at a rapild rate in recent ymars,
From n total a&f 2,268 stoaff in 1985, the numbor increansod teo
2.576 in 1987; 2,090 in 1988 and curremtly is 3,485. The Team
was goncerned o note that whersasr & aignificant propartion of
totnl staff is women, lees than 3% of those in graded positions
S&re  HOmes

: During the proposal period, it is esbtimated Choat the stalf
regquirements will increase from 3,684 in 1990 to 4,389 in 1852,
The Team endorscs BRAC's plan to recruif more women in the higher
levels of the staff structure in the course of this expansion.

8.3 Training Capacitiy

Consideration was given 1o, the coeapacity availgble within
BRALC to meet the pleanned demand for craining couraes during the
proposal period. Skills trainingd has Tecantly beocome tGhe
réespongibility of the ROPF Programme Co-ordinator and ias largely
firld-boased, Thie was already discusasd in Section 6&6.3. Other
training {mainly human resource and fnstitutional development) is
the reaponaibility of the Training Beotion {(which reporta +to the
Birecter of Progréames)] and takes place mainly in BRAC's six
Training and Bescurce Centres [TARCE).
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a8 for ma phyaieal ocapacity I1s ooncerned, the demand far
TARC training glooes is likely to bo wmet providing that:

- the proposed extensdions at Pabna and Rangpur are
brought into use by January 1; 15813

- the praoposed extaensions at Jespore Aand Madhupur and Lhe
propoged new TARC at Comills sare brought inte use by
Janaery 1, 1992; and

= additienal propoased projecta much a8 the World Bank
NFPE ProjJeoct aad the IFAD PoulLlry Project are not
approved for implementation before 1981,

As Tar as trainers are concerned, the Team feels thet bthere
iz an adegquate pool of potential trainers available amongst PO=
and AMa to allow the salectlon of people with the right aptitudes
te develop as good frainers for the current level of EDP, Bank
and NFPE expansions.

The problems which do need to he tackled urgently are:

- curriculum development

- aofe degree of specialisation

- a more sonsitive rosponse to under-astaffing.
- the trainlng of traioers

The last two yeara of rapid grovth have put so much pressure
on TARC'=s that wvery little time hss been avallable for disocussion
of’, and improvement in, the axisting Lraloling sodules=. The
content and methodology have not been clogely sorutinised or
fandamentally reviesed for some ¥YEars: The gsame presgures have
prevented a structured approach in fhe dovelopment of new oourssd
and course modules to meet the npeedr of eredit expansion,
collegtively wovwned ‘enbterprlises and other aspeobs of improved
tevhuology and its managdemsnt,

The introducticon of some degree of specialiantion amongat
trainers, although eclearly récognis2d ns desxlrable for adeguate
stuff treining has not yet taken place. All trainers are still
oxpected to teach all =mspectas of all the regular courges, of
whioh there are mow 17, and there shovld b mors. This
arrangement is perhaps oocoptable for some group tralnlng bhut ix
unlikely to be satislactory for the training stalff themselves.

The Team recommends that the existing plans to make
ndividual tralners =act as "po-ordinators™ of an tpdividual

course be activated as soon as posseible. The plan allocates each
af the main couraex td one of the more experienced trainers with
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the ldea that they collate commente and suggestions for change,
nes Courss materianl; etc. TFfor the particular course they are
reaponsihle for and then lead disocusaione of required ohanges.
The same technigues could be used bto develop npew course modules.

Wee alss recommand that coonsideration ba given to the
introduction of some degree of subject specialisalion amongsl
trainers for all asteff training courses. Trainers will find
difficulty in maintaining erediblliity amosngat ataff nttending
specialised oourses unleaa Ehey are given Lthe opportunity to
develsp expertise nnd aspsninlissed nowledge. Thiz im hardly
poseible with the existing arrangements.

During our wvisits to TARC'a, the transfer of ndditional
trainers from the field was olearly necessarcy. In fact,; seven
people were transferred from the Tfield during the appraisal
prriod and we were told that a further 10 would be transferred

later. We recommend theat the procedures for transferring staff
to the TARC's be revievad by BRAC an #a to yield a gquicker
reaction by manasgement to shortages. Also, although there are

curcently only thrse female trainers in +tThe TARCs, we stronglys
urge BRAC to make every effort to follow through on its plan to
inoreas® tCheir numbers during the proposal period.

Treining of trainers (TOT) has, up to now, been mainly

handled by HO genicr treining staff. Thege aArrangements Bre
likely to -be untenabls as the pace of growth inocreases and the
nead for more &Epecialisation d4is felt. ¥e recommend that @

apeciallist TOT tralner be engaged o B Thres month assignment in
the Tirst Inatanoe to work with HO trainers on the development of
the systemntic TOT modules and ssthodology to desal with the up=-
grading of existing trainers and Lo deal with staff newly posted
ae tralners.

8.4 Parsonnel Folicy

Since BRAC was established, all matters of personnel polioy
have begn dealt with by the ED. This includes recrultment, Terms
and conditions of service, discipline, career development and
termination. No change in thesa arrangementa is contempliated
during the project period. Whilst we ses no reason to recommend
changes ©n the immediate futurea we think that this subjsct
ehould be oonsldered durlfag the Flret mid-torm revisw, by which

time the Ppossibility and desireability of oresting a FPersonnsl
Divigion could be diaruszed again.

We recommend that ocongideration bBe given by BRAC to the
documentation and publication (smongst PO'e) of B CAreer
structure for PO. A the organisaticon gets bigger, it will be
more necasgaary for staff in this oritically important grade to
del a3 feel for where they may o wilhin BRAC as their career
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develops. Hnowledgs of what factors are takem ag vital for
promotion, together with B olear statement of what training
courses inside and perhape sverseas could be necessary, would be
an incantive te PO's whoe plan’ to build their foture ms a BRAC
employee.

In tecent yeara, there has been a relatively high drop-oul
rate amongat new PO recrults: during the first six months of
garviae. We therefore recammend that a much moarce rigorous pre-
selaction process is adopted in an  attempt to reject people who
are thought +to be wunlikely to settle to the way of life and work
denianded of BRA field staff.

B.G itari and Evaluati

We have reviewed Lhe ourrant forms and procedures used to
monitor and contrel the activities carried out by the various
programmes. The numeric data on savings and loan aoperakions are
computerised ot Head Offlee ao that & wealth of tables and
analveis are thersfore available +to management. Although there
doea meem to bBe some redundant material, the current syatems
are, in bur opinion, odeguate for the wmanagement of both the
humsn rescurce training and the savings and credit operations and
reparts avallable to BARAC mansgement should meet the mojority, if
not all, of donor routine mopnitoring regquiremente.

Work Is well underway on the dovelopment of & fully
integrated and computoriscd Management Information System (MIS].
When fully deveéloped Lhe new sSystem will operate under thrwee
broad hoadings:

- The Savings ond TCredit Activities
- Economic Indiontars
- Social Develbopment Tndlcators

Mozt work has bBesn dome on the Sivings and Credlt
aperations, but wdrk ia, slse undearway on deoveloping indicators
which will messure the performance of RDPF's work in econamie
teran, and In regards to Institution building and sooial change.

Thae RDP Monitering Cell 18 asaisted by the Resesrch and
Evaluation Department (RED) in designing its monitoring system.
RED i3 alass collohorating with RDF on the design;, implementation
and analyslas of &4 pew system Ffor collescting baseline data from
all loan spplicants. This information will be computerised and
uspd e Lhe bhasgis Tor meazuaring change and fmpact, l.e. o
shratezy of conbtioucus evaluation.
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RETl may Inltiate evaluaticn studles ln Lts own rlaht, but wa
vare pleased Lo note that most of the evaluation work i= done at
the request of programme moanagers or  fTthe ED. The resultz are
then put to prectical ude in gulding programmes ond polloies.
ED's action research results have also been able to influence
government policiea on ocecasion Iparticularly in  the health
MMeld). Thla s#strategy should be pursusd Iin relatlon to the
implementation of decentralised rural industrialisation policies.

Although well over 50 percent of RED's time has recently
been deveted to BEAC's health progremmes, we fe=]l confident that
it will be abla tao rTespond to the monitoring and evaluatlion
nesds of the expanded ROP and Bank. The proposed addition of
ecanomizts, MBA"s and financial analyats to the astaff should
Bllow u greater concantraticon on the sctivitiez to be carried out
by these two programmes.
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H. BERAC'S ENVIRCMMENT
8.1 CovernmeEnt

on=e of the major issues, Tor BRAC and donors alike is the
gueastion of Government clearance of EBP 3 and the HREAL Bank.
Together buddeted at over US3 §0m, they constltute the largest
request from an NGO esver submitted to the Government. Whatevaer
the virtues of the two projects,. and however well respected BRAC
is by the Goveromeni. it is inevitable that the twe projects will
bhe the subject of partieular sorurtiny. Not lemst this: is bacause
of the ning possible donors; elght oxpect to derive gll or a
major . parkt of their funding from government sources. The
Barnglndesh Covernment’s concern that any such official bilateral
funde for an NGO project must be additional to the country
allecation 18 well kpown.

There is ancther fackor, mlready touched on in section G.6.
When the proposal for the HDRAC Hank was ariginally conceiwved, thea
intention was that it would be set wup =as 3 separate legal
insbtitution with a speclial charter of =& similar nature to that
granted to the Grameen Bank in 1923. However, senior authoritics
of the Hangladegh Bank have recommended that BRAC Follow a bLwa-
atep process,; similar to the . development of the Uramesn Bank,
whicrh hegnn aa a projeot in 1879 and Inltially submit a formal
Frojectk Proposal for a "BRAC Bank project”™ to the Cabinst

Division. After twWo Ea Tthres years, BRAD should then saei
registration as s spovial charter development bank for the poor
with the Bandladesh Bank. Unlike Oramasn, BRAC will have no

government participation in the Hank project.

Dezsplte thess poeslble problems, BRAC is quietly confident
that Government clearance will be givon for the two projects.
Cartainly, BRAC has had more auccess in obtaining elearance than
nlmogt any eather NGD. Whilat the sajoarity of NGOs have suffarad
serious if not digastrouz delays, reportedly of eleven projects
¥hich recently received clearance five of these were BRAC's. Thise
ig dug to 8 number of factors, not leagt to the exoellent
contacts BRACT meinbteminsg with senior Qovernmenit officials and the
increaging collabaration between BRAC and the Iine Ministriea in
the [ield.

The required PFroject Proposals were formally submitted to
the Government in esrly April. It must first get approved by the
Minigtry of Agriculture; BRAC's line wministry nand then the
Cabinet Divizsion before Lhe Externel Resturces Division may lssue
letter of no objection ar approval to donor agencies. The
Executive Director believes that vlesarance should ba obtained in
not more than =ix months. This is BRAC's rezponsibility and there
is probably llttle that a@ny outside party swoh &  the donor
consortivm ean dog to Facilitate the process, except in one

ks



respect. This is te oonfirm, repeatedly if neceasary., that all
the funds to be deployed by any bilateral donor ino support of the
projects are additional to the official bilateral allocation for
langladeah .

The terms of refarence for this appraisal called for
conasideration of the relationship hetween the BRAC propoasls and
the priorities and plans of the Government. All the evidence
gssembled by the team leaves wvery little doubt that BRAD'm
afforts are wholly in line with the Goverament's oft-stated
stated concern with poverty allevietion. At national level BRAC
iz =prtainly maen Af A Aignificant and effeotive dinatitution in
this field. Digodssione with Coveéernment distriet and dUpagila
officers confirmed that they saw ne conflict of interest or
duplieation of activities at willage level. On the pontrary, they
wigloomed and valued BRAC's efforts.

Inlike acsme MNOCO® in Bangladesh, BRAC kas adopted a
deliberate policy eof working with specific line Ministries to
' complement their activities and enhance their effectiveness.
Behind thias ija 8RAC's recognition that It will pever have the
resources in  the long term to expand and sustain prograsmes such
an NFPE aver an ever inoresaing geographical aren. BRAC aseka to
develop the methodology, the delivery system and the appropriate
materiales so that in the long term the Governmant, with the leocal
pommunity; can taks over responsibility. Such & vision amongst
Lhe NGO community dis unususl but net uncommon. Turning that
virian into a practical reality, as BRAC 1s beginning to do, is
raore lndeed.

8.2 HNCOs

There are two primary questions on  the issue of BERAC and
other NGOs in Bangladesh: collaboratlon & competition; and
comparative gost effectivenesa. The Tormer is discuseed briefly
below: both BTe covered in SBection Hy Yolume TT7. From the limited
contacts the mission had with the KGO community, the general
attitude towards BRAU was one of respect if not admiration. This
wis oocasionally coloured with some envy of BRAG'= asuctcsses,
high profile and ability to attrack donor suppoct

ERAC'=s working principles in relation to other NGOs are
twofeld. Where another NGO is working in s village to build up
landless organfiaationa and to introduce a savings and credit
programme; BRAC does not abtbtenpt to compebe bobt gRoes elsewhare.
In apecialiat gmotivities such as oral rehydration or non-formal
primary education, BRAT may nt the request of government and/or
othar NEDs provide more extensive coverage. Certainly the team
found no indication that BRAC was wasting resources duplicating
wholt other NGOs were seehing Lo’ do. Thero ip soute recognition
that the scale of the problems and the needs of tens of thoumands
of villages ara too vast for deliberatea overlap.
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HREAC ‘alsa Eslléen aoctives =wSkesps o deploy:. its resources Lo
benef it obher mepbers of the HUO community both Individunlly and
ad a whola. Tor example, it has &8 policy of offering its training
facilitles mt the TARCE to the stalf of other N00s., Simllarly.
BRAC"g: Exeputive Directar has bedn playind: a ‘ilsading rele in
labbying the Oovernment on hehnlf of the 500 community at large
in the intenas efforta bto speed up the vlearance procedures.
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10. FUNDING AND DONOR REQUIREMENTS

10,1 Funding

ERAC's orlglnal plan was to Inditiate REP 2 and the BRAC Bank
on July 'lst, 1885, The January donor meeting, with'its decision
to mount an appraisal missien In April, 1989, ceonfirmed that
this was not feasible. Tt was mcoepted that the start date waould
have to be put back to Jenuary l&t,; 1880, For calendar year 189838,
BRAC is looking to existing donors to the current programmes to
provide the necessary "brideing’ funds. In some cases, however,
the sumg reguested have not yet been firmly committed (in part 1k
ka2 understood because donoras  are walting on the findings of the
appraiaal report). BRAC's funding for 1988 iy net, therefora,
totally ecertain st this tioe and needs clarificatlion at the
earliest opportunity.

Howssrer, it is the funding of the overall budget for RDP 2
115850-92) and the BRAC Bank (1930-83) which is now the primary
gopgern, Provisional agresment oo a balanced budgest iz clearly
the mostk immediate lssue after whieh each donor will have to
pursue its own intecnal procedures to segure the necessary formal
approval(s) and agresmenti{sa]. tmly then can the procedures for
disburszensnt be initlated - and January 1920 is leas than seven
monthe auway.

The approval procedurss of each donor agency are obviocusly
different but hroadly Tallow the same hbasie pattern. In this
cane, the following atagdes are foreseen:

(11 Conslderation of the nppralssal -report by the local

donor represaptative in Dhaka leading to o
recommendation to regionml and/or hesd affice (&l on
whether to porticipabte in the consortium =and (b)) In

what aBmount.

{2} Inmitial discussione in regional and/or '‘head office
betwoen the relevant gecgraphlical and  techniecal
departments leading to a decision in principle whether
ta participate in the congsrtium, the  proposed
financial cvontribution, and within what conetrainte, e
rate/phasing of disbursement.

{3 Communication of this preliminary decision to the other
donora (through some 'machaniam' to be decided) in
order bo arriva st a collective decision, with BRAC, on

A balancesd hudgen .
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(417 Preparation/finalisation of  the required dintercnal
documentation, ef Project Deocument, Project Memorandum,
[ oW including the balaneed 'budget shouwing the
rentributions from each member af the donor consortium)
for submission ts the required Froject Approvails
Committes, Director=-fenernl,; Minlster, s&tc.

{3 Formal approvel by the Committes, HMinister, ete. af the
donor®s participetien in the project, the finsncial
oontribution Lo b macl iy and Lhe phasing of
disbursemants.

tf} Completion of a Formal adreement betwesn ths donor snd
BRALC.

7TV Imitiatlieon of disbursemant prapadures and Tirat
disbursement to BRAC,

Tha Team suggestad that theee igasuess reguireod ismediate

considerntion by the looal representatives of the donor ndencies

end BRAC: the balancing = bthe budget; The ocoordinating
'mechanlam' rceferred to in stoge 31 above; and  the timing of
pErecoments, commitments snd disbursesents. These items were

discussed at the meeting with the Apprajianl Team an April 2Tth.

Op the bagls of the revlsed buddets presapted for ROFP 2 and
the BRAC ‘Bank, individiun]l discussiona with membera of the donor
conanrtium, and tho discussions with donors and the Appraisal
Team on April 26th and April @Tth, BRAC is forsally requesting
danoras oo eonRlider making tha following contributlione [(USS)1

1950 1991 1592 1593 TOTAL
AKFCTDA e 2:4 24 i B.gd
RARLDA L3 1 -2 d 4.0
EFE 1% I - i P | 1.8
EF a il vl o | e | o
HORAT 1.0 1.3 1.0 A d.d
ROWIH 1.7 (- s BT ] 2.0
ODA S3sT §.2 3.8 8 12.0
a6 1.9 2.1 158 2 6.0
STDA 1.9 Bl 1.7 P 8.0
Tatal L% L3 19.7 16.1 2.0 55.8
Er s e e T s e e e eSS S E S e E R R E R R E R R E R E R E S E R E R R E R EEEE R EEREE
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All donors indicated their interest and intention to
rontribute collectively to the RDF 2 and BRAC Bank projects, i.s.
nol to sarmerk funds for specific items in the budgets. Further,
BRAC requested that the disbursements be phased to mmtch the cash
flow requirements of the btwe projects as summarised above.

Fach donors will npow nesd to oconsider BRAC's regquest, ie
staze 1) and 2) above., In order to facilitate <this process, it
was agreed that: the Team Leader and Executive Director of BRAC
would prepare the SUREALY dooumen t referred to above,
“Consplidated Revised Propossls for RODP 2 and BRAC Bank Projects”
by nmld May for !mmediate distributien te all donors; and thal the
ED would be svailable for discuasion with head office personnel
of mny donor in BEurope or Capadsa, together with one or more
memhara of the Appraisal Team, if reguired.

The meeting of April 27th further s#greed that the Ford
Foundation would continue to play Lthe Tole of local coordimator
for the donors in Uhaka. As and when, therefore, individual
donars responded to BRAC's request for funde ss indiceted above,
this information will be comunicated to the F¥, together with
ndvipe ‘on any constraintas =such as the timing of fTormal
pommitments and dilisbursements. FF, together with BRAC, can
therafore coordinate with the local donor representatives to
secure the final heliancing of the budget and to ensure
disburaement of funda to meet BRAC's cansh [low reqguireaments.

10.2 Financlal Contrel and Disbursements

It is important that the arrangements for finanecial
dizbursements, reporting to donors and external auditing are
rigorous nnd acceptable to all donors. The following broad
arrungements are therefore proposed for considerstion by donora
and BRAC:

1)} Financial amccounts, in. a format to he agreed, to be
preparnd and sent guarterly to donors

2| Disbursements to be made twilce a wvear, 1in January and
July: These might be on the same basis as those récently
agreed for the Gramee#n Bank doror comsortium, ie:

- BRAC would prepare and forvard withdraual applications
ta the donors (posaibly throush o looal donor limison
ol fice - see belaw] based on the previocusly agresd
d1iabursement schedule
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= dopgrs. would disburse funds by transfer to the BRAC
acosunt ot o cometroial bank which would be eredited
with the taka reguivalent of donor fund remittances.
bogors would forward a notlce of disbursement to BEAC
and the donor liaslson office

= within [five dare, BRBAC would confirm the receipt of
furnds to the deanar and the doner lialson afflces

1) Indepeodent external avditing of BRAC's acoounts will
gontinue to be caretied out annually as required by the laws
i Bangladesh; by chartered accountants appolntéed by BRAC
and Acceptable to the donorz. In addition, the donors
{through the donor liaison affice) would retain  an
independent gualified chartered accountant sooceptable to
BRAC who would cacry our wix monthly audita to terma of
referznoe’ determined’ by the donors. Such audits should
inciuvde visita to the Field to review accounting procedurss
In the different areas and reglons of BRAC's operations.

10.8 Donor Monitoring, Revisws and Evalumation

Cne of the objectives of establishing a consortium of donors
is to atandardise the varlous reporting, review, etc reguirements
different dopors impose on BRAC, It ls important te reallse this
nbjective and to  reach the lowest Tie =simplest) common
dencminator ln respact of sueh  requiresents. rather thap the
highest {ie2 most comprehensive and burdensosme) denominator.

10.3.1 Activity Reports

In mnddition %o the quarterly {inancial reporta, 1t is
proposed that BRAC will send dopors six monthly asctivity reports.
The detailed contents and nunber of such reports will need to be
reviewed and agreed buot it 1§ suggested that they should broadly
follow current practices. For example, the donors to the current
ROF (RDP 1) receive the same comprehensive reports twice n year-
to end June snd end December. [(Similarly. the three donors to the
Child Burvival Programme all recelve the =same six monthly
reports)

Thare are a number of optiona in respeat of activity reports
to dopnors Tor ROP 2 and the BRAC Bank. One ig to have a single
report. which cavers Lhe BRAC Bank ms well as all the various
heterogenecus elements of RDP 2. The second la to have ane for
REF 2 and:-a separate one: for the Bank. Thiee third, preferrad,
option is ko have three separate but complesentary reports for:
RDF 2 "Core’; the spacipl programmes, ie NFPE, 1UVGD and the
Management. Development Programme; and the BRAC Bank.

Donors need +to consider and agree which would be the most
pccopbable and simplost option.
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19.3.2 External Monitoring, Hgvi:ﬂ! and Evaluastlan

Given the velume of funads required. Tor RDP 2 and the BRAC
Bank, and the new ground the Bank 18 breaking, donocre are
concernad to menitor progress closely, especially in the early
yvears. Agreeing to a framework for such monitoring is complicated
by the Tfact that although the +two projects are very closely
linked, they have different time frames - RDP 2, three years, and
the BRAC Bank, four yesars. Further, whereas BRAC will be looking
for Tund=s for ADP 3 fram 1083 to 19935 joF "96), the BRAC Bank is
intended to be self-sufficient until intos the next century.

A mumber of donors: are concerngd Lo review progress at an
early stage, especially of BHALC Bank . This Would mean
approximately 15 meonthas #After the start of the Prajects, is
betwesn March-May, 1881. Othera el that this would be premature
and that 1t would he bBetter to wait for twoe years. By this time,
it i3 argued, the Frojects would have 24 months of hard data. IC
would then be poraible to exsmine the experiences, and impact, of
the Projects in different distrilcts in some depth. Further, since
the funding for RDP 2 covars only three vearia, o review in the
period January=-March, 1992, would serve as a valuahle input to
the design af HDP J which should start in Jenuvoary, 1883,

One solution might be for the donor congsortium tn sgree on
the appointment af a tee or three perscn monitoring/review teanm.
Thig team ocould review BREAC sn -ap annual basis [(gimilar to the
propoged arrengement for Grameen Bank and that in aperation for
Burvadaya donor oconsortium in Srl Lanka}. The members should bhe
familiar with PRAC and therefore reguire npno tims-consuming

induotion into its progranmes and complexities. Each vigit
izould thersefore be of short, = btwo weeks, duration.

On each visit, they would work to specifTic terms of
reference determined by the donor consortium., In the first y¥ear,
for example, they could!:

= examine the operations of the BRAC Bank and especially
the rate of incresse, and the nature of thoe loane made
b¥ the Bank branches

- revidew  Lhe arrandemenols that h©have been sl up Lo
monftor continued social change and enpowerment of the

village organisations, especially those which are the
responsibility of the BRAC Bank

- review Lhe progress made In lncreasing the Lreining
capnoity of BRAC, espeoisally at the TARCs, and whether
the quality of management and stafl (s being maintained
during the continuing rapid expansion.
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I'n the second v¥isit; bhey would have 'a-different task. They
could evamine the impact and cest effectiveness of selected
progrommes,. for example;, REP 'mand NFFE, as well Ba 8 further
examinabion of the BRAC BHank and its relation with ROP.

10.4 Ponor Lialsan Office

If all 10 of the donor agencies presently interested in the
BRAC proposals Jjoin the final consortium, there will be a need
for some focus [or ongoing lisison between donors dand with BRAC.
Thia would in no way preclude sr inhibit econtact beatween
fndividual dopors, eapecially their Jloecsal representatives, and
BRALC . Thera are,; howaver, vArious tasiks, sSuch &2 those oprried
out by the Ford Foundation in recent months, Tor which theéers will
be & continulng need. For exampla, there ig o need to:

= ensure that 0ll donora Are kept informed oo the
continged Topmation of the eponsortlum, especially in
relation +o achieving 2 balanced budget and making
ilnitial disbursem=nis

- monitoringe and coordinpting ongolng disbursements
according to the reguirements mnd constraints of
individual donors

- moordinAating any changea |in BRAC's reporting procedures
il requested by different donors

= gnsuring that &#11 donors are kept informed of any
unforeseen changeés in BEAC's plans: and sgree Lo dany
dignificant budgetary amendoments

= aasisting the preparation, scheduling and conduot of
annual donor reviews

- reoonnending End coeordinating measUres for donor
conslderation based on the véview Cindings.

Donors need o conaider whe or which agency might pley this
role of donor liaisen in the long term. In the short term, the
Ford Foundation d3 willing to continhue, At least until the [inal
membership of the conportium is known.
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ANNEX 1
Terng of Eelference

A first draft of the terms of reference (ToR) for the
Appraisal Migsion was submitiad to Che meeting of donors and BREAC
on: Janmgary 19th. At the Febhruary 23rd mesting of donors in
Dhaka, however; =sohstantially revised ToR were proposed and
agreed. These were circulated to donor agency head offices for
comment and approval. A number of minoar amendments were proposed
by warloys donors durlng March. Cn April 3rd, at the firat
meeting of local doner representatives with the members of the
Appraisal Mission 1in Dhaka,; the ToR were reviewed cnce again and
a final version sgreed upon (Appendix 1, Vol II).

It is not surprisineg therefore that this finel version aof
the ToR is somewhat Tepetitious if not oonfusing. The Mieaion
ferl that for those whe are perhaps not overly familisr with BRAC
and the proposala, it would be useful to present a summary of the
key questions donors reguired the Mission to address:

1)  Sccinl Change and Fmpoverment - As the RDP is expanded

to new arsas and the RDP area offices sre translated
inte BB branches, will BRAC lessen itz commitment to
achieve its primary objeotives: sooial ochange and
empowerment of the landless poor? Are the=ze objectives
mainly "collective™ [i.e. geared towarda collective,
social goals) or "individuslistio" {(l.w. geared towards
the individual’s improvement)? I a mix compatible
with BEAC's ovéerall goml?

2} Socipgl TImpact - Is the social impact of BEAC's
programmes significant for the landless poor and will
the impect bhe sustained wnder +the BRAC Bank? How
effective are the +villege organisationa? What i=s
nesded to develop and strengthen the wunion and upazila
federations of %¥0's, especially when the BRAC Bank
takes over respongiblility for an area?

31 Ezonenig JImpack -~ wWill BRAC continue to have
signifiecant and cost-effective sconomit Impact on ite
target group both under ROP 2 and the BRAC Bank? Will
the pressure on the BRAC Bank to be gelf-Tlnancing, and
if possible, to generate & wsurplus, have an advarse
effect on Lhe social cohesiveness af the V07 Is there
sufficient demand for the goods and services proposed
to be provided by the landlesas with the benefit of the
aredit to bo made available by RDP and the BRAC Bank?
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Inputa and Cutputs = Are the basic mssumpiions in
reapect of the inputs and outputs Ffor both REDP 2 and
the BRAC Bank realistic in the light of experience and
Che current environzent? Are Ltha subsesguent
caloulations correct? Ts the expeotation valid that it
will generally be possible to make the transition from
ADP to the BREAC Bank after three years?

Management and Technloal Capaclty = Does BEAC have the
necessar)y management, technical and trainiog capacity
fo expand at the rate projeoted; not only for ROP 2 and
the BRAC Bank but alseo =ull the other programmes
proposed to be carried out over the next few vears? Is
the proposed management and organisation structure

appropriate for the planned rapld and ocontinuous
gxpansion?
Primary Educdtion - How realistic are Lhe axpansion

plans for the Hon-Formal Primary Educstion programme?
How will NFPE continue under the BRAC Banik? How are
the schools to be funded in the long term?

Impagot on Women - What will be the Impact of RDP 2 and
the BRAC Bamk on the situstion of women and their

partlcipation in the Lwo programmes?

Government and Other NGOa - What ia the effectiveness
pof BRAC within the context of the other poveriy
allaviation efforts in Bangladesh, beth by the
Government -and other NGOs, and their relationship with
BRAC"s proposals?

Doner Relabtions And Punding - Are the different members
of the donor consortium prepared to accept a silngle
aysitem for reéporting, monitoring and evaluation of RDP
2 and the BRAC Bank? What ore the levels and timing of
the Fundds reguired by BREAC, and the best means of
pnerdinating dlsbhursemssnblsT

Curiously, there is no explicit mention of two m@major items

in theé RDP 2 Budget Summary - the propossd Management Develapment
Frogramme (Tk 80wl and the Vulnsrable Group Development Programme

[Th Gdm).

Both are bhowever covered in this appraisal.
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