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Cne of the mcjor constraints of economic uplift of the poer iz
Bangladech is theiy ingbility to get inszitotional ecredit for pro-
ductive purpose st reasonsble cost. o peet their minipun credit
peede they are forced fo place themseives in the clutches of espleita-
tive morey lenders and tradess. The landless, the women and the othe-
econozicglly disadventaged gr ups are unable to take sdvantate of whaot
over Turpl credit is piven from institutiosal sources. 4in toi rers
casé o ] Sor personh pets = loan he is unable to use it very produmetiwel]
vecaee of his inebitity to Eccur: the required imputs, includinog
Enowledze of better retheds of producticn, on fevoredle terms,

The Bangladesh Rurgl Afvancezent Committee (IMAC) hes been
irvolved in rurel development activities for the last siw Feers, I
erphasis is oo moking the dissdvantaged fermer or fisherman awere thot
he can change his environment exd then to give hinm tho knowledge to €.
80, ERAC's efforts gre severely restricted by Che limitstion eon ics
regouces which prevents the organizetion from providing the ferzers
credit to procure the inputs he nseds to izprove his economie comditi:

ShAC challenges the conventional wirdec thet the poor are bad
credit risk snd lending to them is umprofitsdle. While this mey be
true if profit psimisotion ip the gocl, BRAC fo¢tls thet Jeuding to o -
rarel poor makes goed sounse both soecielly and economically. '

This proposal seecks to set up & project whish will combine ssri-
cultural cxteneion, ferzer traininz in resource cancgtment sid
vogsticnsl =zxills, and extension of credit, The project, to bo callcs
the BRAC Ju~al Crvlit sud Troiniog 2raject (HCTP), wil) B easopncissy;
2 five year experieant t0 sce if cuck an Irntegreoted agppovstk tu 2néc..
and oconcmic CTelopment oEn be guccessful., In ths 1irst thoes yecol,
fourteen orencetes will be set up in selected rurel erass. In the
next tHo reors, the cperstians will be consclidoted and tho porfcocens
eveluated to measure the sulccus o ¥Yullure of tis exporincnt, '
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..cl:mir.:n of creodit will te ¢ uul:r hﬂd to ting the

borrovar in doveloping profitable ventures, giving kia tha ncocessary
Craining in funds sod inputs managenent esnd zlso production akills
viicre necessary, monitoring the venture during its enotire lifeo amd
assisting in the marketing of aia ocutput.

imphasis will be oa giving loans which zither develope nuw
productive rssources or generaste employnent. Consumption loan may
be given againsc produce hypotheocation to strergthen the holdins
cugacity of tha sudbsistence farmer.

It is anticipated that during the five yser development phase,
"BCT?) will be sble to break even cn its credit operations and aven
contribute Sowards the training snd extension costz. Thouzh tho
expenditure on training and extension could Sa curtailed to match
the contribusion from oredit operations, we consider these activirties
33 sa intostral part of tho proposal and henco sust be financed from
otljer sources.

this proposal scts out our approaci to rural credit azd
duvelopmeont,. Datailed operatiocnal policies snd precedures for
lending (imgluding loan monitoring), staff trzining, borrower
Sraining, cSarkoting and warchouslng, ond evaluaticn will Bo develop-
od. adpurataly as tho project goeos into oparation.

Sha estineted cost cf setting up the (3340 Bural Credit ari
sraining Frojoct uwill Be U.5.4d 3.8 ilillion over five JarTs. A
suszary tudget Iz given i3 aomexurc - I.
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Eangladesh is nat oaly an agricultural country, it is
avervhelrmingly 85, Wearly 60X of the nation's income comes from
agriculture as compared to only 8% from industry. o©Out o>f 75
million people about 70 millisn live in 65,000 villages, Thore
is only one city with a population over one million. Eight sut
of ten able-bodied men are trying ts make a living out >f agricul-
ture where there are hardly ensugh jobs for five. The mast
isportant agricultural praduct =f Bangliadesh is rice but the
country has never praduced endugh to meet its Oowa needs, Thouo!
productisn kas been growing gradually the increase in population
is keeping the demard ahead >f production. Production in 1975
vas appraximately 12 million tons and the demand 13.5 million
tons. There are three ma jor varieties - aman accounting for
about 60, fallowed by sus 304 and boro 10., The pattern and
percentage, however, arc changing with the intraduction >f both
imported and domestically developed high yielding varieties and
the increase in irrigation. Subject to availability >f wvater,
rice cén be grawvn round the year.

Jute is the second moct ipportant agricultu=s! commodity
and 2ls> the most important export commadity. Though sraductivity
per acre is showing slight improvement, the tatal praductisn
and pcrecce under cultivetion are docliining due ta the decline
in demand and the recd for growing more fo0d. Unless tho.co is
increases in pr:di;l:tivit.y. the competétion between rice and jute
offsete the gain in onc by 1088 in the other, since both grow
on the sape = il at %H= same *imo.,

The other importent crops are svsarcens, potzta, tabaceo,
allsseds. rulses, wimct ¥ Saa, 2F these, oy *he last are,
tea, has an axporte? svopins, Jthers agricultural praducts grown

1oc21ly are pineagplus, mingses an? otrer fruits and vegetinle:.
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Bangladesh, being the dolta of a major river gystem of
the world, has innunerable inland waterbodies in the form of
rivers, lzr2s and ponda., Thauw aze ) nillion acres of inland
vater baodies and 2.5 million acres of tarritsrial vaters. As
the First Five Year Flan »f Bangladesh states, "Few countries
of the world 3f coaparalle siza, physiosgraphy and clinate eajsy
such vast fisheries potential within their boundaries and
tarritorial wvaters as Sangladesh”, Yet, !:i:h is becoaing a
scarce item in the already liyv-pratein diet >f the average
Sengali farmily. T7Trus, same sh-icpa and other sea food itenms
earn fora2ign exchange, but it is only at the cast of denying
cansumption at home,

B. AZETCOY, CREDIT Il ZAUSLADE

Cne 3f th? a2 jor constraints 3¢ economic uzlift of the poor
in Bargladesh is their imability td get institutiosnal credit for
sraxdiuctive purpsses at reasonable cost. Ta eeet their miniaus
cradit nsads they ar2 farcad to place thesselves in the clutches
af smlsitative landlords, traders and aspey lenders. Thn landiess,
thz women and tha sther ecsnanically disadvantaged grourns are
unzble ty take sdvantage 52 whatever rural cradit is given from
institutisnz) paurces.

de survay 2f azriculecu=al crodit has bean wdsrtalon in the
country 3inc? 1993 but it is saticated that the currIak credie
need is in sxcecs of T%.10,000,000 >f wvhich cnly 5-101 is setc
ty institutioaa® s-urces., Andther 205 cace3 frog friceds and
relacives wvho wsuid afsen prafes not o mgive lsans but ars far—od
ty £5 35 Szcnuce of sccxial shilgutions. The resninlor sithor
cxzes froo exzlalistic2 larg” lardsuners or gsos uafulfilled. In
eitrer case, it ig 2 retardent &> grawth., Sorrowing fraa non-
instizotion2l gources 13 =i%-'r .2 ca3lk or o, 28 is renaymen®,
The iatcrest mat2 =f ooa-acestary loans could be 300-4004, In

sooe caseg it ig svan hichar, . ulita 3ftan Sho poor faroer loces

r



his land because 2f his inabilitv to repay the printipal and

the interest. As 2 U.S.4.1.2. study “Lcesves, “wWhatever tho

rate of interest the main objsciive of landosners malkins loans

of this Xxin2 is t5 rcguire land, since the value >f ljand -
eporakimately Tk.10,080 to 15,000 per acre - is far more sicuificant
to him than the returne in the farm of interest®.

Thouas, in contrast, the stated interest gate of 13- =
institutional laons seems very reasansble, the cdst to tle
farmer(for runnins about and giving bribes to> the bank staff)
aften pushes tne effective interest rate for a lsan of TK.1,000
t> an estimated 36 to 674. FOor smaller lazons the rate is even
higher,

A E35C rurel study indicetes that 757 of respondents havs
indabtedness., It is felt thet apong the small fermes-s and
landless the indertedness wduld be even hicher,

Until guite recently, the credit institutiosns in Bangladesh
stayed avay from rural lerding. The commsercial ranks received
a majority of their d=porzito from rural areas but gave ncgligible
1sans and advancss t> the farmers, resultinc in & transfer of
rural respurces for urkan and indestrizl develzpasnt, Even the
agencies created spe-ificslly for lending to the agricuiturs]
sectsr, suth as the 33ng)r--ssh Rrishi Bank 2nd its pragecesssr-
restricted their lending ta tea plantatisns and other :a-je
borrovers,

Soma =f the rezsons arc complex cconocic considarzations
whicl; discsuisge both the lendins agencies from giving and the
cnall fzrnera from taking institutiosnal cradit. Al: the mejor
delivery systens - cdaperative banks, agricultural banks, roral
developaont BonCite - ghare ti 2 same praoblens - defauss, 1w
impact =53 érift tovards a larje [ o ciiz=te’s. Fion the faiasr's
viewpoint aleas, thsre e problecs in borrowing £-oa these

agencies - bureaucrstiic red tapo, surety recuiremsnts, delay in
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Fage 4

praocessing, bribes, and sther costs arising from 13ss of wark
and travelling from his villace td the bank,

A world-wide review sf ssall farm credit cancludes that
the conditions under vhich public credit can succeasfully affect
small farmer praductivity sse more rustrictive than commonly

suzgisad,

There is an appareant canflict between tha political or
wa2lfare sbjectives aof a government and the efficiency sbjectives
dictated Yy the econamics >f rural credit, Since neither of
these osbjectives can be sacrificed, vays and means are being
sougnt by all concarned in Bangladesh td reconcile the twa., There
has been a remarkable increase in avareness amons the banks of
the need td> improve parforsance without sacrificing the socially
desirable gsal of arresting the rising inequality., Some af the
banks have taken an innovative appraach to lending t> those who
have s3 long been naglected by them. An acreemant has been signad
Sobtvsen the sowernaants af Sangladesh and the United States f.r a
a 5,000,000 US grant faor a Rural Finance Experimental Praject.

A nuabar of different nodels will be tested under this praject
ta identify at lezst ane vorkable system for meetinc the credit

naads of tne scall farsers,

C. JAUGLADESS PURAL AL LCTIEWT CORITPTES
Historyr The 3angladash Rural Advancement Coanitize is a

Zangladeshi wvoluntary o>rganisation wvhich has deen invalved in
rural devalcopoent work since the inceptisn of 3angledesa as a
sovereign country. SX\C's activities are now carszied 3a 5y a
gooup 32 ovar 250 devaloapment worrors and supporting staff, Its
activit'es have expandad into Sylhet, Jacca, Rangpur, Tangail,
Jassore ang Coasiiliz districts Jdirectly and Sther <listr.cts
indirectly. .he sectirs in v'Sch 33AC ix invalved are agriculture
{including fishery, poultry,.duckery, sericultucre, horticulture!
adult educatisn; hesits care & f3aily planains {lasluding a healih
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insurance scherm2); institutiosnal develospment(including organising
sconomic activity groups, coosperative societies, and village
davelopaent committees); and human development (including adult
educatisn teacher training, health worker training, leadershin
training and occupational ckills training). (see: Summary of
Current Activities, 1973).

BEAC*'s Approach t5 Devalopment: BRAC believes that no
geralne davelspment can be padsible without the paaple actively
participating an their own behalf. Participation of the rural
masss ismlies enhanced capacity ta perceive their nceds,
£oraulata their demarnds, oSrganise £ promate their legitimate
intarests and play a major role in the managemenc >f their un
affairs. The prevailing sscial and econamic canditiosas in

rural Bangladesh discourage the masses from particigating in
develozmaent effarts on their Jvn bshalf. Unless they can be
aade criticzlly avare o>f the reality >f their situation and can
be voluntarily drawn intd changing it, genuine devalopment will
cantinue t> remain unrealised,

IRAC's a>2praach is £ raise the eritical zvarsness of the
reapla v candecting workshozss, 22ult functional 2ducatiasn
centras, sroamicinTy coopérative sooietiss and groups ta undertake
ecanamic activities and »vildicg cadros of villacy lsval valunteer
workers.

3inca its inzentise, 2RAC Fa3 given 1o5ans in cash and kind
amournciny ta Texa 1,590,02C. Cur averall experiepnce in lian
utilisatisn and recovary has keon satisfactory.

Lizns have -een sranted f£or agricultural inputs, saintenance
exoanss during caltivation perisd, fish culture, fishing, and
uswan*3 scansaic group activitizs sich as nat saking, -maving,
rice husizing atco,

In Neeping with =2 oSrumic=tion's pilicy, financial assistance

is given only-as an @xtepnsion 37 itz ocverall effore, 3SRAC warkers



are involved thraushout the pracess ~ inceptiosn, utilisation,

repayoent and £21low-up, 2 1san is civen unless the praject

-

has been personally inspected by the BRAC vorker and discussed

in deteil with the participants,

2 A . oD AP oN o=

BRAQ's effsrts, pacticularly in the field =f agricultursal
extension, have been circumscribed by the existing land hal. . ng
practices and the osrgsnisation's own ressurce limitations,
Yhefeas SRAC <on have nane oF Hnly a limit=sd irpoacst on fectors
such as landholding patterns,the expansion of its credit operation
wauld enshle the farmers to put to practical use the oany ideas
generated by their interaction with 3RAC.

Expansion of credit operatisns is a logical extensizn of
SRAC's ruzal dovelopoent work., ERAC bel.iew.-s that credit i=
aniy a companent of rural developmont, It canaot be is3lated
na>r can it be ignorsd. 1t sust form z part of the totzl devsiopme
efforts.

It is encavrasins t2 note that the Sovernnent has put great
emphasis on incraasing agricultural production and directad the
banks t3> peke lsans zvailable €5 the small farsers, The banks,
despite their commitasat to> heiping the smzll farmers, fece
certain praciicsl difficucties,

Banks are essentizally financial .~ institptione and thoir
lending policy, role end operations are guidsd by commercial
considerztions, Extension and collactisn of crodit is their ‘
main function., The bfn%s are not Organisationally ceared ©2
pravide other sunpactive services necessary for serimicing
praductivity.

Thare is & vital gifference beitween the approach of the

existiny credit institutions znd _32C. The exXisting ingtitut
start with craegit, thsn procead on a limitad scyle ts the osther

aspects of agricuilcrel develspesnt, ESRAC started vith develd
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eitfarts and only now fecls confident to eabark on a credit
oragranese »f a substantlial scale,

AEAC Jeels that its experiznce in rural developmeat,
inv:slve;mnt with thke russl rpeaple, particularly the poorer
saotians, its resaurces in other fields, such as training and
its different appriach tovards rural credit place it in a
pasitisn o 2xpand its credit programse, In addition to Mg
of iomadiate benefit to the poar who have 62 far reaained
excluded from iastitutional cradic, it is expected that the
experience gainad fraa this pragraasme vwill slgs benefit the
ather cradit instituticns in mational rural financing,
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THE PRCPC3AL

ER@G prapices ta set vp z (Aural Credit & Trainiry Froject )
which will combine the fallowing functions:
i. Credit sSperations, including exteasion and recovery in
Rind.
if. Training of barrowars in funds management and >ccu. "' ional
skills,
iii. Training of (RCTF) woritars in 15an manazonent apd rural
davelopment.
iv., Tecanical assistance t> borrowers, inciuding facilitocing
supnly of inputs.
v, Cxoerirental warehousing and marketing fraa selected
brznches,
Zha abjectivae: is t3 improve the economic status of the
Sarravers by praviding oopartunities t5 undertake srofitable
econamic activitiss,

Tha strztesyr iz ta facilitate the availability 3f zil nassible

inputs far an investaeat t3 be p=3fitable to the farmer with full
racavary of principal and interest by th= RCTP.

Tha Fzcus: will be oa assistine saall farwers, landless
tenaat fareers, wsooa's croves 2nd uneasloyed rural youth, Seventy-
five parcant of farma=s ia Sangladash oun Iess then Sus acras aof
land 3 asn2 at all. 7Toeir credit needs ara virtuzlly vnast by
exigtiry credit acencias, Aindst ali 3f ROTF laans viil be aigsd
at thisz sectiocn. The develormant phase of 3CTP will last five
y2ars., Ia tle first year, four boanchas will be establichad in
Jn2 or tway rurzl aceas, fall>vwad by four mora in tha second year
and zix in ths zhi-d ye3r, Each nfench will cover an a/srage
af 1 Thana (Palica station) bavisg ¥50 viiinges with a pooulation
af 130,000. Ia th= fxurth a2mvi Sth ysars, the expansisn 2f the ‘
pravious years will U= coasliicatsd and cthe psrfsssance avaluated

£or passible further expansian,
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{a. ce=o1m cpsmeTICNS
i: Types of Loanc

Laans will be given for ths falliowving types of asctivities,

2) Emzloyrent Generation: Chronic underemployment and

seasonal unsapioyment is extiemsly high due t> the dominance and
primitive nzture of apriculture in Bansladesh. O©Of the 20 million
peosple involved in agriculture, a2bsut 7 millisn are unesloy o4

or undersmployed,

Laans will be given t3 this grovp to provicée thea prafitadbie
employment =f either a permanent 5r seasonal naturs, 3Sone of therm
will move from farming tO agricultural service or othsr >ccupations
of & permanent natare., Examble 1 A group of landlsess farmers oavy
be given & 1o¢n for a carzso boat t> encaze in transportatiosn and
parketing asctivities, Seassnally unemployed percons may be given
short-tern loans for economic activities during tix= slach periad
vhich is aften longer than their bhusy perisd. Exzaple: Fish net
making, small trade etec.

tlorz and more rural wamen, driven by ecaononic pressuses o-
chancing sccial values, are undartshine esonomic activities within
ar outside their hopes. Loans will b5e given t5 then to generate
either thelr m=jor income or & supplemental incoms. Zxesrle: Eiri
(inderensus cizarette) makirc, handicoa wesving, 23y huskins cte,

While it is difficult t2 say exactly how many n2v iohs will
be creatac,it is estimated tlat at least & sudstantizl part of
hidden unz:slovaent in the areas covereld by RCIF branchss will bSe
eliminated,

b) Ressurce jiahilis=tisn,

i) There &re certain unpraductive rural ressurces which
csuld be turne” ints priductive ressurces vith some inputs and
training of borrowers., Examnle: In most areas of Bangladesh an
zverage villag= has © t5 10 dersiict ponds. Re-excavation of
these ponds &nl warer bocies, stockins then vith 3¥v fish fis-er-

lings, supply of fertilizer and fead, training of borrowers in
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care and cultivation of fish, assisting them in marketing etc,
would trassfsom these sands into praductive resources,

~ii) There ara certain agricultural crops ard rural hased
industries which exist in s>me parts =f the coustry and not sthars,
Loans may %2 given to Sorrowers who arze interastad In trying out
such activities in thair sun azeas. Exasnla: Sericulture pas
hitherts been canfined to Morth Sengal (particularly, the
districts of Rajshahi and Dagra), Recent efforts in growing
“bherenda” trees (2 Setter substitute 5f tha nulborry tree)
and rearing cxcoans in ather arzas of Sancladesh indicats the
passibility of extanding sericulturs t> sther parts of the
csuntry. In addition to> training the borrowers sxtansively
in sericulture, scall capital investeent in th2 fara of seeds
ttzyss spinanlng whoels, etc will be requirad, ZSxaple: Hew
varietias of vagatables imported from averssas have found acceptance
in som® ar=zas of Sanjladesh. Howavaer, these are grawn anly in
titchan gardans £or home consuaption. Loans could D2 provided

far commercial cultivation of vegotablas of high asutritiosaal value,

iii) A-oolicecion € Ipe-Sd@uction of “echnal 3 The level

af technalagy in kthe wvast rural sector is oxtrenely low. In the
industrial seckor, tha adaption of sophisticated techanlogy of
the advancad countrisg is *zken f£or cranted but in ths rural
sectar, evan the lezs sophisticated agricultursl technolzgy is
ignored, While “HYV" h2s becoz2 2 term of coamon usage 2aong
decigisn pakars, ci-drdinated afforts to sake availa'a the
nacsssacy Technilagy 3and inputs for 3YV have been w2ak. Eigh
yisldinr vazizsties 3£ rice, wvhest, fish, poultry, ducks, cattlas
and vegetabl? have been iaported fram sther countrias but the
hich yi=ld a-bfaved in sther =-untries has nst bsen mat-hod at
acae. An iaportant Teagon is that rhe =xpecsation 3f Jutput has
not Sean petohed ber the needed inoute;

BOT? will srovide loaas in a tolfCtive basis 35 that the new

technolagy c2n e applicd at scanoaic casts, Exaapla: IV sead
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Apart fram the ispraved farsing cechnoliosgies & nusber oI
simple *intersediate’ Or ‘appropriate’ technalsgies have been
developed both in Bancladesh ané sther countries. These, however,
have nat Sovnd acceptaace becaulrc ther mre ~ut 3T the resch I
even the Better-off farreru. Loens may be granted ¢ Borsowers
vho can use such techazlogy profitably. In grantins such loans,
consideration will be given to provide & linkage betwsen t neawv
technalogy azd other ecanxic activities., Exaspig: ‘*Sabar’ ar
cov-dung ic used exteasively hoth as fusl for cookins 2s well ae
fertilizar, The present metndd of utilisation is insfficient.
Gabasrgas piants have been successfully used in seversl parts
of India. A loan for cattle raising could be lini=sd with 8 1.s
f5r a gobtar gas plant, The gas could be used for casiking or
firing glz-ed pottery and tha slurry used ps fertilizer,

Exzople: The Bangledesh Agricultural Fesearch Institute has
develsped alow o538t pedal rice dryes. Dactituta voaen vho 2re
currently beins given s=3l1! loans for padd, husking csuld o glven
l1sans to intagrate the rice dry2r int> their huskinc aperations.
Example: Andther Eangladesh. invention is & cimple silk yarn
spinnine sachine, ERAC has already becun field tasting of these
machine=,

With regerd t5 tia adopuise =f these new lov cost technolsgies,
it has t3 be rosembored that they ase atill in the dovelopinnt
gtege, Underpterdably, suhSicter:o farmers czanot rick an
investsent a2t this stace, At the s:ye tise, unlece those
techasizgics are incraduced in the environments of actuzi za,
thelr cost-sffoctiveneoss, efficlency and suitsbility connok e
Setersined, Loans will be given inltially to prigressive farmers
and grouneg >n a risk shering rosis,

c_‘/;: signinies of FOT® Credit

i) Loans will De granvesd on a seif-iiguidating basis.
Repaypmer:t of princijel and interect must dorive from the uce ta
vhich the Zoan Is p.t., Thus, ta give & loan fur sgriculsuszl
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purposes and arrange repayment from, say, land rent income
would not sztisfy that caonditiom,

ummver, it hes t> be recognised that subsistence farrers
also reguire and btain lsans f£or consumptiosn purposes, Host
subsistence farmers have a surplus of only twoy 3 thres aosnchs
arfter rcpaying the land oyners® share and outstanding loans
from their harvest, 73r as long as nine or ten months tho-
have to borrsw from the land Swner or Sther sources ti aset
their daily needs, This is 2 vicious cycle fron vhich small
farmers cannost easily gae aut,

Unlesy certain anmsunt of caonsumption 12an is given, the
farmer will not %e able t> extricate himself fr-a the clutche.
3f the exploitative creditsrss, Such lzans will be given on
a limited basis t3 only those farmers whs have beon granted
oraguctisn 1oans, N3 1dan will be given for ostentatious
cansuaption, such as, ssending far weddings and funerals beyand
the farmer's means, and clients of RCTP will be discouraged from &
seeking such lsans from othar sources as it will jeopardise their
ability E2 renay RCTP laane,

(/i:i} Ha loang will a2 given £t a farser t3 buy land fraa
anaitkor Dagser wny 7mas l2gs land thap ha,

iii) Pepaymert will b= expectad and scheduls® iz incressingly
graduatad steps to correspond with the completion =f %he l:ian's
gestation p2risd znd increasing income from the venture. Since
subristence farcers have coapeting de—ands Sn tRoir ipcoms, laan
rapazyment suet £91low lewediately 2n raceipt of tha income, The
ianger = 1lsan is sutstacding the s-re diffic:ite it is t5 get
rezaymeIns. ¥

< iv) Lzae: wili Lo given -n margin, |

Tv= Concept 57 z@rzipn 1a tha - the borrarer is exvected ©o |
contribute his >un v2sdu-ces %o th2 etent that ~ne considess

that he will nave 2 sigrificant ~=3l® in &3 success >f the ventura,
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Iﬁ sther words, margin is a threshold commitment figurs belse
vhich it is reckoned that the borrower will not feel the personal
stake strongly ensugh tO make the necessary effort for its
success,

“he margin figure will normslly dopend on the borrower's
net persanzl worth., The Lhigher tne net worth, the higher should
te the pargin figure. However, strict adherence to> this rrinciple
woulé make the laans gravitats towards the richer farmerp, thereby
defeating the purpose 5f this praject., T2 overcane this tendency
vithout sacrificing the ssundnoss of the loan, RCTF persannel
will have to be such more invalved in loan pracessing in the
field and subsegucnt monitaring.

vy There vill be a minioum of security documentation. !

The ‘existins credit institutions, at thc direction of the
Governsent, are gradually moving avay from insisting on mortgage
security., land portgage security is virtually useless since
titles are ofton defective and such mortgage has never besn
enforced in case of default,

Elimination 5f collateral raises the problem of security
of the loan. Since the primary obicctive >f RCTP is t2 lend t2
subcistonce farmers vh bave little or no worthwhile assets to
aoffer as callateral, the POUF pronotal will aim to substitute
collateral with thorsugh investigation of the borrower's ability
and ths propased venture's incons generating potential prioar
t2> sanctianing 5f a 12an apd continuoces, intensive poritoring
during tre entize lifec of the 132a, In other wards, Lht crodit
warthiness of the borrower will not depend o0 his existing wealth
but on kis ability to use a loan to produce a2 return on investment
higher than t'» sriginzl invesrment, and hic intentions regarding
repaymznt. Fath of thaze wil) r= ire a thoroagh knavledge of
the barrower an *he part of t=2 FITP wsrker. FHe most ales have

a varkine knowledae -f thes arssuctison technicees, econoaics and
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prafitabilicy (including marketing prospects) 5f incoce generating
activities in the area covered by hin.
The very satisfactory results of £31lowing this principle
in DEAC's current lending is the testimony of its validity,
Ne&?.au ta> say, callataral will not b2 foregone vhere
available, Where Lldan is given for purchasa of an incaone
pr:ﬂuning asset, the :mt #ill remain hwmr.ad ar S€TTF i1l
retain ownership until thn lm is c:-;:uuw miﬁ.

) Subsistence farmers are invariably forced t5 sell their

surplus sutput right after the harvest vhen prices are depressed.

In s<lacted branch:s RCTP will provide wareh>using facilities s>
that a farmer cay store his ismediate surplus and Sbtain a 13an
agaisnt it t)> meet his sbligatisns, then sell it when the price

is aore favourable., This facility would strangthon the gubsistence
farmer*s halding capgacity to a great extent.

vi) Lzans will e given for rural ecan-nic activitiss wnich
have a strang developmont componant.

Loans will b& given preferably for activities where the
return will de more than the raturn the borrowers have received
from similar activities in the past, Thus, a faroer wh> has
bgan growvirg the traditiosral varietios »f rice will kRave a such
bettar likelihoad 2f setting a PCT? 1zan if ke swvitches over
£3 HYVY. Isplicit in cthis policy is =he availability 37 all tha
inputs and immediate prafit pstenzial af cthe schess., L3ans Jor
cooventional activitizs may still be given if the borrover
darives a higher income >r can build up an asset 2r if derial
of loan wouvld leave him uncmplsyed, Even in such cases, efforets
will b2 mada b3 increac2 praductivity and efficiency.

31 F3rr3 af fradis

Tha rural sectar Of 2apglades i3 substantially non-monetised.
Sarter is still a coasidezzblr im-ortant means of canducting
transactions. 33th vroduce as well ag labour are sffered in barter,

The prismitive stage 2f czhe markot econamy is both a cauvse apd
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effect of the non-monetary rural business tramsactions. Host
farpers are at subsistence level and wvhat little they have to
sell gets them barely enouch t> purchase the >ther necessities
of life. MNOney managemcnt is, therefore, not a well developed
skill amongst the poorer cections,

Under these circumrtances, purely monetary banking transactions
will place a significant strain on the barrower. Givino ¢
lsan presuppsses that the barrower has the capacity t2 spend
the money efficiently and the inputs for which ths loan is
given are cagily availasble ta him at the lowest prica. Sioilarly,
demending reposymsnt 5f principal and interest in cash als>
presupposes the borrower's ability to> sell his dutput at a
favoursble price and the existence of market facilities (including
storege and transpartetion) which are necossary for receiving
a gooad cash price.

in sur aspinian, these assusptiosns are largely invalid, The
borrawer is often not in a pasition £ know exactly the am>unt
and propartion of varisus inputs, and tho inputs may not be
available t> hio at 2 favourzble price, RCTP's palicy, then,
will be to give credit in cash, l:.i.nd or a mix of ths two, If

credit is given ie kind, the monstary valpe of the 1::¢m will be
established at cost 3r ma~at prics, whichaver is lesger.
Supplying credit in kind will involve a complete -pu.rch:ting and
storing function. .

Simiiarly, ropeyment 3% l1ar (priccipnl an Loiarpant™) may
alsd be in kind, Where ropaymert is accepted in kind, the bsrrower
vill have the oSption of giving his produ-e at the market price
of the 3.y or store it in RCTP varehouse for sale at a later date
vhen the priece is r:2e¢ favoura®-le. In that case, sale will be
arrangeZ by the farrer and RCTP +i'! dedust the amdunt of the

1oz & a Seanaaeh o sfarasy towt. Ry pavpius vitl B the /

farmerte incowe. It CaNC there s1f ctrons indicatione thet the
market will rot rise vithin a reasznable time, the farmer will



Page 16 '."

have the >ptisn o>f repaying the 1.an iz cash or ezlling the
stared praduce at the prevailing price 2nd zaiking up to ECTP
any cifforcnce between the sale proceeds and the loan, In this
casa, the farmor will be exempred from storage charge.

Tis policy of in-kizl cradit and repaysant will be tried
in s=loctod bmanches., During the first thoee vzars, the= schers
wiil be adopted in Sne braach each year. This will insiuta
sccting up 3 contralized buying (of inputs) ard decaatralised
staraga and marketing 5€ repaymont rocaived in kind, A warshsuse
will be i)t in each sf the lacacions, Apart from tha gcast of
canstruction af wvarehsuses, n) gigrificant odditionrl eas%ts
ar2 anticipated. The warahouse will be built adjacent t3> tho
Branch Cffice and svperviced by the Dranch Manager whd will als>
ba responsible for tha séle of praduce. Ona Stare Kooper may
a3 req » whose salary could came cut of tha warshousing
incora,

1f the scheme i3 succaessful, it will be adopted in the
resaining branches.

4 Loan Zecovery

Realization of tha 1oan will provide tha greatost challenge
t> tha CTP axperisont ir raral credit for the poor., In case of
tha fallure 37 a= unsertaliag, Sskould and could, ICTP insist
in rexayamt in =coosdance it the wigimal ogrooson: witk: the
baorrowez? Such a 8%t=ict pal.cy sould place tha barrower in
great 42710l and g=y f30c9 hics dotper IetS tha Panfs of ow
uersiste wSroy lendor Or 3 z2ell his athes asagse aguetrs. Sicon
thon, Susl 3 lran may not b2 recoverable, =Ralling >ver the izan
Sr ox*teniing It rfir 2o addiciconl period or season in itce:rs
dass not Ina@eacy =he borrowi='a conccity to repay. Instaczd,
an a22itional 13an @3y L@ neTEss Ty £5 improve the income situation
>f the barrower., The Qangar =f <his sallcy is that laans may
sila o, Lusseaciis Lot i Jolt buzdeon »f the DPorrswer ard the

Sad dabt rizk 3f BCT2. A palicy of issuing naw 1oan anly sfter ‘
l|
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the repayment of the sutstanding loan may lei ! td> other kinds
of malpractices. Writing off loans,vhile the easiest form =f
retiring a 13an, is clearly not a policy alternative, no matiter
how gancine the hardsnip >f tha borrover,

In short, recovery =f lazns where the venturs has fziled
t> praduce the expected r=turn, vhether dus t5 clim=tic reasaas
sr sismanagement, will be a wvital test of ths vigbility o°f ~ =
concept of integrating sound credit principles with the socizlly
dezirable sbjectivs 27 improving tlx ecanamic position of the
pacrest sectisans of the rural gopulatiosn, it the current stage
of sur thinking, a mixed palicy >f zoscheduling and extension
of repayment pe2riad, cosbined with additional l12ans in £3llowin:
perisds, may be the mast practical methid, Of course, vhether
the policy is rigiad oo flexible, in every lending Speration there
will b szme 12ans vhich are difficult 5r impossible to recover.
Rezlistically, RCTP lending will not be immune t> this either,
In fact, the risik will probably be greater since ROTF will be
lending for experiaentzl undertakings which are expectod td have
gieat benefits if they.are2 successful. If a farmer undertakes
an experimental praject 2s & result of the extensisn work or
persuasion of a BFCTF Loan 2fficer, it will be only fair thet

FCT? als> assueme part of *“e risk, The general guiding principle

—e

[ —

repzyment, canbined with partial write-gff of prim::.pa.'l znd Zstal
Write-cff of interest, in casa oI foiize of the sclace thragh
5o faait af the borrswer. n guch a case, the Loan Gfflc—c or
the approving officer will be sccountable tS RCTP. Willinoress
t> taks caiculated risit and be sympathstic t:s the hardships

of the psor i: not &5 e confused in any way with inefficiency,
naglect sr saft-heaxtedress of Lt Lsan Cifficer. The greater
the risk eloment invslved, the wose demonding will be the task
af monitaring.
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5+ Istcrest on Loans
Tha prevailing interest rats in Pangladesh is 12 tJ 17.5% .

A warlduidoe reviev of small farmer crodit notos that “Intorest
ratas acplied in =mall scala farmers pragrasees are euch lower
than ratisdaal econamic policy would dictate™, It challanges
the thesry that increasing interect rata vould reduce domand
for credic and consequently laad t> docreased investment a-
pr:rin:tia;n.

L.ow intarost rates da nat covar oparating —sponsea and
portfolis losses of the credit Imstitutions; thwe costs of
technical supervision, credit investigation, sonitoring and
inflatizn: nor 4> they necessarily atstract the s=zall farmers,

As naksd sarliies, roarona sther than tha intsrast rato keap <he

banks from lerding t> the small farmers and the small fammers

fraom sseilng bank loans. Subsidised credit results in inafficient

allocation of scarce resaurces or unpraductive expenditures.

What neads t> be subsidised is =xtension work and not cradic,
whila doubling or cvan tripling the prevailing formal interesc

rata wauld have little effcct on the desirabilticy o>f borrowing

from tho cradit institutions, it would have a significant effsct

on tha incentive for such iastitutions £ sesik Jut rural borroswers.

Sinca the small fareer sir-ady Yorsows at oven higlas rateg =f

intersst froa the landowmers, oo would nst ba averse == gairg

£y tha cradit imstitrtions providod =he quelity af sarvice is

comozable, I the institariseal souscas can gr=nt i3an3 ag

gu_cily arnd efficiently =5 the l:zdowner, ths bosrowver w=id

a3t k2 sa ircatissal as %O pay tho prevailing ten tiesg higher

intarze* tate ta tha lazdowrer and ziss risk losing his iard in

CAnd ¥ é=fauvd:,

Accarling ©5 an FLO =gy, onoorvisnce ln Isdia shous that
if other zgenciza sfar =reditc fecilitisn far the davelorment

=% Ig=ionaToIE, Y LTS to Scars GVELS NS Tomay lender, arsided
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crecit arovidésd by the m-neylendar decreased fras 70 ©2 536
betwacn ths Terisd 1ﬁ1-52 end 105162, the crodit provided by
the cosparetive incrcased f-=m 3,17 %5 155 during the sors
pariod.

Tho-e is, therefare, 2 strang r-:;na for reising the intcrest
rate far agricultiral csedit., If the quelity of lending has ¢t
imprsve, the cost muct be realised from the beneficiaris:

The Pural Finsnce Experimental Project whkich will be isplecented
shartly has recsived the approvel =f Dargladesh Sovernment t2
 expsrimant with intcrost rates raaging from 1EE €O IS,

RCTP praposes t> 311> the same interest rates subject to

covernmsnt approval.

B, TRAINING BORROUFRS

Same paaple, in trying to admire the villnge f£olks, proclzia
glibly that the farmer Kkaows bast, HRAC does not go slang with
that. More often than not, it is precisely because >f laclh of
knowladce of wvhat is best, that the farmer is explaites, If
knsvledos is power, thea ignorarnca is lack 32 powsr and powerless-
ness is the attraction for explaitation., The bigoest expiziter
5 thke 1o3r is thzir own ignorance,” and though sometiames a pasr
farmeyr is awsye 2f his ignorance he has no merns 2f readving
it.

AgTiculture is a science D't selcoa thaught s2 by the
avercge farmer, While every farmer cannot be a rescarch scientist,
he could prafitasly use now scientific discoveries in the field
2% agriculture., Batter form panagansnt <s alsy an art which
could be lesrued, Coneidarable agricuitural troirong facilities
cxist in the coinatry froom an 2Agricusiural Uelscrsity €9 €2
Thana Training and Davelopoant Caatrss, Unfortunstely, training
is given alnasst entirely to jerplo whnd zrs pst actudl farmers
but policy makers, sdeluistratsrs, »fficizis and the like, The
agricultural ecxtension workers vpend zlmast oll their time in
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papervork, CZvon when training is given, follow-up and supportive
services are we-x or non-existaat,

There iz no progroaase for training by the existing credit
instituticons, Thuu credit agencies are already straining their
1231t {n superviasing loans and therg ia no iixelihood of their
getiing invelwved ia borrower training,

Borrover training nould bo an integral part of RCTP's
functians, Since ACTP would be lending to illiterate, doatitute
people who have no physical security tg 2%far for loan, “orroser
training vould be ono method of strongthening the socurity of a
loan,

In doing the feasibility iavestgaticn for a loan, the
RCTP workse will alaso deterzine the sbility of the prospective
Barrmomer., If the itvestigator is sthervice coavincad sbtout the i
desiratility sf ~iviug the losn, but the borrcwyerts gikill is
manting, then She lavestigator could jakke the loan on condition
that the bormover undergoes trzining %t mcquirs the sikill,

Tha othor tyre of situantion is when o pew techmology is
ihtraduca? in 2 avos, Tf RCTE feels that a new tride, crop or
technoloy could be profitably intraduced {n an area, L5 could
oake arranposInts o train those sho are Llatcrested in learnipg
the naw trade ap< Supoort thoa Iator by providins loans, to
establizh thouzslves, For sxzaspls, PCTP could stovide a small
inventory loas to village lovel haslih wortsrs ty buy 2ecicines,
aftar thoy Lovo been nronerly trained,

C. T2V G FITH USRS

A systeaxzsgic apzproach to lategrated ruiral developaent work
is o fairly g3z oceupatica. The paasple iovolved in thig field
t23e fro2 divorss cultur:l 2ad ezpariemtial backgrounds, mployees
of 2 nultitude 47 zovotnaant JosorthRants and agcucies, seade
govoranzectal arganisations ar< veluatary organisziions are involved,
A few of them have coms:ou: of dadication to tural favelogaent,
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Others finZ themselves in this £i2ld bocause >f thair employment,

Academic studies and training in econamic or rural
developaont hardly exist in Bangladash, The existing Knowledge,
culled from experience, has not been gothered into a bady and
sufficient theoreticel framewsrk hes yet to emerge,

Training is an important aspect of BRAC's activities anc
a peparate training spparatus has besn established ¢O =20t ==
nesde of BRAC's own staff and field worksrs of other argrnisstions,

T2 grant credit and supervise its proper utilization, ROTP
field workers sust Znow a5t only the mechanics of lending but
als> how loane are used effectively, They =ust bé thoroughly
familiar with the problans 2f rural development and hava s
ides aboct how to- sslve theg,

Every RCIF field supervisor will nesd training in rural
develspeent and credit managesont,

D. TECHNICAL SERVICES

1. End-use jonitoring and Supervision: After the loan is
sanctisned the actual dicbursesment vill be scheduled t> correspond
with the funds requirement 3f the horrower in order to mpinimise
the chance of misuse of funds,

The RCIF worker rospoansible for a loan vill staggoer funds
disbursement as » eonitoring toal, so that he can snoure its
proper utilisation, Hc will visit the farmer in the village
from time t> tine t> sdlve any problems the farcer aay face.

2. s)jt=sd s : At the tirs 27 sanctisning
a isan the PCTP vorker will have taken intd comsidoration the
availability of the irouts, If the inpuat is not easily available
t> the farmer, the RCIF worker nmay heve 5 orgznise jaint
procurement of the irput for & mumber of borrovers undertaking
the same type of venture, For elample, if there are, say,fifty
borrowers wh> nced vegstable seeds vhich arc not availsble locally,
the RCTP vorker mav assist then in procvrine the eame from the
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=3 & + 3orrowers may be faced with technical

£5r which thay 4o not have a salution, For oxample,

rice under cultivation may have been attacked by a past and the

fargers d> ndt know which pesticide t> use. The RCTP workesr 3

will rocommend the correct nesticide and, if necassarcy, assist

tha farmar in procuring ic.

in ordar to provida this kind of technical aseistanc=. “CTP

vill bvild an inhouse regsurce capacity by training ics vorkers. |

Every worksr will have a working #nowlcdge of oajor acricultural
craps and rural osccupatioans, tad S2ecial Knovledgeo 3f a” "o
particular crop.
Farmers facing difficulties in dealing with government
sfficiales or osthers will alss b0 assisted by the RCTP workers.
for swammle, if a group of wimen wish ta3 foram 2 cacperative

sScisty,

tha pegistrztion recuirements, Tha worker will als) grovide
cantinsus guidance until the suciety's asmbers can hanéie their

affajirs thepanlves.

is a difficult priblea in Eangladegh due to> high humidity, heavy
rain fall, e2sc3 and irzocrs, the sheer absence 3f individunl

storagt ficility and & lack of L3iding pover of che subsistence

farmers.

legs tkan 1.0CC,.0C0 tsn3, PuMlic yarskousing is naon-exiseent,
Private varchousing of the grain del~T3 only exploits tha
insbility of tho ssall farmer t3 hold on £2 his praducs.
RCTP piopdses to lategrate varahousing iats its cperations
ty mect the n2od for versshousing arising fraoa difforant coasideratisn:

Tha f3ll>7ing wald Re tir idvantagas:

1)

ii)

the 20TP worker will Lelp thom im or3anising and falfilling

ilarkacin #archousing and storage

Ths existing storags cazacity =f the Sovornasnt i3

£nahle RCIP td adapt t3 lizal trading practices by dealing
in i-ind mathar than s7i=ly in cagh.
Znsure Th@ S"Tply and use of such inputs as fertilizerss

and peaticidas,
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iii) Acrept ropeymsnt 3f saee loans an kind,
iv) Provida storsse faciliey t5 thx farmors.

¥} I=exeats She storips copacity of tha arass.

At potad sarlier the rurz) secior of Bangladesh is substantis-

11y noa-coneticed and Berter is & prevoleont practizes, Unless
S0F con ndspt o tha Iscal conditons end trads practices, iic
iavsivenont in the econdnuc sphere vill be limited by theo
ErTeant.

Cartain 1oanr gay bo 7oven Ik kind, mot only €2 Jnsure
propss erc-ues Sut Glsd ty onturs thet the faroor coch the
inmprt. ESiafizriy, insisting oa repeymcat in crch >sly pleces
the Satsowmr at ¢ disadventige since b= ==7 be faresd to sall
s posSu=> in & Osprasesd pmarket ¢ rzice the caal. Tharwforo,
vinarc possibls, repropant will e sccepteld in kind,

A maritetirg function would be invalved in selling the
repiysert roccived in kind,' RCIF technical assistanco t:
borrowers wvould alss cover sssistance in marketing.
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It
DAOLREHTATICN PLAN

The project has been designed for a pericd of five ysars. In the
first year four brsnches will ba opened in one or two areas. Ja the
second ear, snother four brgrches will be cpened in the same a™das or
LAy sIoes. L0 the third year 5ix mora branchas will be np‘an.acl, usiag-
ing ths totsl nuxnber to fourteen. In the next two Years, th2 ¢Xpan~
sion during the previous three Feasrs will be ccnsolidated and the
prcjects parformance cvaluated for possidle future expansiom,

dranches will be located prefarasbly in aress vhare institutional
cradit i3 nos easily avoilahls G the zural poor. For secuprity and
azuessibility ressons, the branchaa will be situated near motorable |
roads but will covar villages within a roadius of ten milea, Other
facsors will L¢ nearnes3 To narkets, availadilicy of inputs, diwversi-
ficasion of agriculutre ond related activities,

Ezels brassh will cover about one Thana with ao avercgs of 150
villages and a population of 150,000, There will be sbout 30,000 sen
and woas wiC are engsged in ecoupmia astivity.

duch of the work will be in the villagea aad the branch will serve
=ginly ag & raoriving and dialnTsontut offise. Two locatiass in Brinve
and Coailla have been tentatively sclected for branches To be wpened
in the firct Year.

3. CRCLUTIITOND, STRICIES

Ta xecpizg with BSTA'3 major focus oo rural developacnt, toe
orza~izaticn will esphasize extamsicn services, close supoervision ad
roniscri=z. Boutine lapSing funetisn will ba of a supportive role.

The fizat liso of izsissentzsion persongal will be the fiold
superviser whe will zizo ba she lend ng offiger and ¢dllection officer,
hus, cae miivilesl will e regpunsible f22 the extirc procoss = from
start to finigh. Tha Zlald supesciily cheuld =0t bz like a cog in the
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wheel but nust feel totsl regponsidility for the success or failure of
& loen venture, Divided responsibility clten meass the evaporstion
of responsibilityr.

In the selection of such perscnzel who will heve powst to iafiu-
ence the flow of iarge sums of money, sbility and integrity will de cf
peramcunt ioportgnce, There cre pros srd cons of recsruiting locelly
versue recrpiting from outside. Locel workers would heve mary oF the
ptrengths of the money lenders, such as, fe=ilierit with tZ: _rea e&nd
personal knowledge of the villpgrers. Ther sre elso likely to be pore
acceptable than & stranger. She weaknesses sre thet since the field
gupervisor will have o be cducatved (preferzbir prazduste) he iz more
likely to belong to the elite secticn of the village and reflect his
class intercsts. There would zlso br pore chances of nepotisn ana
poor quality lcane since he will be subject %o social and fexily pre-
gsure to entertain the reguests of hidg Iriende end re.atives.

it is plammed thet branch steffing will net dbe wholly one eor
another (local or outsiders) but a mixture of the two. The firet linc
workers, i.¢., the ficld supcrvisors, will be locally recruited as far
a; possible but the branch mgnager will be gn outsider, This will
provide check znd bdelance., Three to four field supervisers will work
ocut ef a brench, each hendling 200-250 loans.

Zoch bronch will be headed by a Bronch Mensper who will bte res-
ponsible Iarlplanni:ﬁ of the credit needs of the srea. sectorsl slle-
cetion, epproving lozus excecdirs T%.1,000, review ard supervision of
tho field stsff, puintengnce of gesounts gnd sdpministration of the
branche. Tho Branch lensgers will have ot least five yesrs lending
end manegerial experience, prefersbly es s rirel branch zeogpger of ¢
bank.

nach branch will slso hove an pccountant/ceshier responsible for
gccountines end funds roceipt and disburscrent. There will be sonc
sncillary staff such =8 clexk/t;picc, security Zuards etc..

The Brench ¥encgor will repcrt fo tho Deputy Cenersl lianegers
for Operations sn? Crodit,
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The Haad Office of HCT? will be located in Dacca. There will be
no lendirz activity in the Dzgce Office.
The RCTP organization will be headed by a General Menager who will
report to the Executive Director of 3RAC.
C. BiSEIINE GURVEY

defore the opening of a branch, a socioc-cconomic baseline susvey X
will be conducted covering th» entire population of tho a-ca. The
study will be important to determine the regional policy, for lamnins
and slsc in loan processing. CData will be cecllected o detemmine creop
pattern, seasonelity of activity, land holding pattern, types of
cccupations, marketing potential etc..

Cost acalysis will be made of nll z=ajor occupations in the area
which will act 83 guideline in determining quantum, profitzbility and
risk factor of each occupation. The cost anslysis will be updated
annuzlily. The baseline data will also be required for cozparative
study and araj2et cvaluation.

D. LOAF FEOCEDURE

In conducting the bascline survey and cost analzsis, the future
field suporvisors will be geting as field investigstors, This will be 3
their crisntation with the area., (This orientation will not bae .
required in first 7ear's opergticn cf RCTOP a3 a nusber of cxperienced
s%aff will be drawn Yoon-3R4C).

Iieally, applications ror ECTP loznsg will be isdtiastad Ly the pro-
spective borrower during his intcraction with ths ficld supervisor
durins tha latter's vizits to the villages ard wall 2head of the bor-
rower's first wisit to the branch. The ECTP personnel will pot wait
for the borrower to coze t2 tha branch to bte vicwed a3 a strange-,
gince many illitsrste apdi poor formers feel iznticidsted by 'offices’

'

s
G ‘officors

ard s%oy avay frca them. The borrewer sahculd not fcel

that RCOP has done hizm a faveur hy oivinz a lozn, de should be encou-
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Ca roceiving s losn application (either in writing or o vertal
enquirr), the field supervisor will do e specific costfbemefit studs
of the¢ venture, oo evsluotion of the crelis worthiness of the pros-
poctive BorTower and consider the practticel conetrsints/incontives of
undertarine the venture. The field supervisor will tske into account
tho #unﬂuluu..n sbility to undortake the venturce, his rosourses in tert:
of tine, nwwmw end interest. &#¢ will sanction losns bolow TH.1.000.00
where ropey=ent ie within one Fear. ¥For lorger sacunts or C i Ao
ticn, ke will gpprove the loen but will firet cleer it wits tie Heoepo
who will bo guthorised to rojeet the loan application. Ginpee the
Hanggor is rot requircd to approve the loas, ths respomsidility will
somsin gntirely with ﬂrn ficld supervisor. Ihe Nouager'se role in this
cage ig morely to £top o brd loan from being senctiomed cnd pot o
asgune or shere the responsibility for the losi- since ho is not the
initiator.
Loon Mﬁhuﬁlm

Zo duild up £ good loan portfolioc reguires, anong other tihings,
contideredble londing experience, Since RCIZ will be a pionver in the
ficld of cxelusively rurgl crodit and there sre zo relizble fipascizl
anglysis of profitapility of the verious compenents of the Tural
econczy, the loan portfolio will bu bosed on the brosd economic indi-
cetory and the socigl objuctives of RCIP,

Adpproximetely Tk.63,000,000 will ba givor as loans pad ndvances
over five Yors. The brockdown of the monetorT volune by topee of
loans indicsted in tno Credit Cperaticn section of this proposal will
boe es fellows:

1. Splerpont Generstion: 6%
2. EResour-s Mobilizetion: 297
3« Appropriste Tschnolocy: 105

It hco to te poted that these ere not si-tight compoartmonts.
Bome¢ of the loans will cut zeross thu: sbove sategoriecs cor could be
clessificd under one or the othnes category. Im o Lensc 61l loers wild
goncrstoc cmployment. For example, réexceveting o derelict tank would
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tpproxicmately helf of the totel loen will be given to smell
formors cnpeced in peddy or Jute cultivation. Avernge size of loan
will bo Tk.750.0C ord the duxatics s5ix maztlo. Sinctocn puscans of
the locn will be givern for pisciculture. Average loen gize will de
Tk.5,500 ¢zd the durstioc Thrce yeers.

The rozsining 31% will go to other profsssions and for <:o2iop-
zment of acppropriste, technology.’

& picture of the probzblc leozxn poertfelic is given in Annexure X
to 3II.

Cost ¢t profitability projéctions of e fex msjor cccupationa axe
given in innexurce XIX to ZXVI,

The bove zllocetions erc purely tentative and moy have to be
modified considorably ir the light of the perticulsr iccation and
denaxd foo credic,

In very gencrsl torme, it cax be said thet the the bulk of the
lozms will be pgiven to fermersg growing rice, Jute, potatoes, Vigete-
bles and other food producc. Iuvelcpment of pisciculiture will receive
subatontisl ettentinn. loans will De given for other rursl ectivities |
such pr pedéy busking, weeving, black smaithy, pottixy, cerpestry cte..
Zrsiping

Physicel Facilitios: A= steted eorlicr, troining of both the |
borrowers ond tho ECTP? field workers is an important espeet of this
proposal.

EEAC plreafy hes & troining side consisting of field troining
teams, 2 mobile treiring centre operating from Rargpur cnd The nain
treining group currcntly opersting out of Dacca. Fiftecn acres of
lend ncer Baver (ebout 20 miles from Dacca) for setting up a Treining

end Roegource Con'=e¢ (IZET) has been ccoguircd. Some copstructicn has
elready becn startcd.

TARC will be erpeided to accommsdate the traircing needs of RCTP.
Foecilities will includs a training institute including a librory,
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1iving scocommotation for troiners eud trainecs and Sroinipy Leedlitics
such s fish tcoik, irvigated lz:d for crop democustration, Susk oot
poultry hatcheéry ond brooding houses otc.. Facilities for other ocou-
peticasl eills Troining will bl added grstuclly.

Ihrec Repiorng)l Trpivins Tasdilitios wiil Be atischol €0 ELG Ecloc
ted brinchos &o thot boryowers do not have to trevel lozo distrircs,
7he regional treining centres will have li=ited scopd =3 vill be msel
painly for rofresher courscs snd training courses of shoricr _oration.
It ie expcotod thot the poopzephicel dictridbution and typcs of trsin-
ing provided will edoquately sorve thoe pacds of tho loeslities in whic
BCTP »il) oporste or Zikely to cxpand it tho future.

Stoff Sreininst ROIF etalf, who will ususily Do caexporie: - @
ccllege gredustes, with herdly any fdep of the aechanics of crid.s
cpcretions, will undesps thred sonthe of finmnciapl trodmazny,.

Dipcussione are boing boeld with the Benmgisdosh Instituto of 3ent
fisnpFomont thd HEAC to dovelope the opproprigte curiculu=s ond arresg:
f£er the treiuing,.

The etafT will elgo B¢ trained in rure) dowlop=cnt which will
include compamicstione, lepsdcrsadp dovelopment, project plowing,
socic-ttoncaic conditions cte.. overy staff merber will ncquire a
working knowlcdge in the major occupstions of his ercs ol specinliss’
skill in at lecst one ocoupation. Thus, thoe worker will not ouly bo
able to cunfuct lonn opereticns, b will clso Ve quolified t¢ suporvy .
the vonturc end offer technical mstigtaucc. For prrticulerly difficy?
prcblems ocutside Liz cozputence, he cen utilise the ocportisc of his
collesgues ioc Ris dbranch or & zoardy brasch,

Borropa='s Trainine: Borrowers will Lp trained in funde menrge-
wtat, CoopCretives mnhagsment, producticn plannizg, and ocoupstisaal
skillss

The larper TARC: will proviie training of longer dorptics, scy
ene or two months im tucchisy cooupationsl akills, such as BYXV rice
cultivation, dwek/poltry raising, pisciculturs, composting mnd
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foertilizer usege, vogeteble erowing, scriculture, bec kecping gnd 0SS
of cppropristc tochnelcgy. The trainecs end treiners will 1ive snd
work together. It is expocctcd that the vogotables, fish end fruits
produced in T/RC will mect the major consumption necds of the trainees
end trainers while in TiRC.

The rogionel centres will be used for borrowers woo will normelly
live at home and come to the centre during the day or evenios-.
Traiving will be mostly iz fars nensgement, cooperaotive nmencgoezent,
ond refresher or short coursés on agriculturel technigucs.

itaf{3 the

ainines Contrss: 3BEAC has developed o core teem of
traincr®s on gemernl deveicopoont issues gnd skEills traincre in poultry,
duckery, rice productiocn, pisciculture end horticmiture., Other s21iel
treiners will be graduslly recruited and devoloped., TFor other types
of skills, resource perscns cutsido RCTP or JHAC will be Trought ix
from tipe to time,

Borrower's trairing iz the rosionapl treoining centros will be con-
ducted mostly by RCTP's ficld workers oOr resource persons evailsble
locally or srranged for by TARC.

Marchousing erd Merketine: One werchouse with & copacity of
storing onc hundred tone of grain will be constructod in ench of three
sclected brenchee, The woréhouse will be built on thc same compound
es the bronch snd staff guarters. Tho werehouse will be usced for sto=
rzge of inputs end for storing repgytonts roteived in kird,

Farmers will be gble to repoy in produce or to hold their produce
in thc werebouse ag interio ropeyment or as & collsteral for taking
loens.

wWarchousing and marizeting will be essentislly viewcd as customer
service and not 25 a scurcc of income for RCTP. 4s such, thesc ectivi-
ties will dec cerdied out on z cozt recovery basis, The dranch staff
will oporate the warehouse and no ad iitionsl estadblishment cost wiil
be involved. Eince troding in cosmedities is spoculetive in neture,

g consorvative markcetires nolicy will be followed.
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FPIONMGCIAL CFLRATITNS

For a treditiongl coxmercial bk, the ultimate veet is that it
should not ornly bBe s¢lf sustaining bat must alesc produce gufficient
roturz on isvestnont., This very gosl puts serious constraints oo e
commorcicl benk to function &8 & rural development bapk. In rural
duvclopmont bonking, the bank pust sssume a highcr degreo of ~"2k Iin
lending. In pddition, thc cost of extension work and borrower troin-
ing to izersasce productivity is alsc substartizl and cannot be cotirelr
covered by the profit from loending. Zc cover this cost would roguire
cbarging ¢ ratu of intcrest whick would dec kEigher than otbor coomerciel
rates end zeoy even oxceud the income potentisl of the uwdertaliisne.
Bincc ECT? Credit Policy ie to give caly self-liguidating loans, the
cost of cxtension worz end borrower training must boc outside the incope
prospocts of en undertsking.

The finencizl statements given es Annoxure I - XVIIT show that
RCTP will be sbie to bresk even in the fifth yoer and eern & profit of
Tk.26;000,00.. in the fifth yoar on its lending operations but will pot
be ablo to cowver the entiro cost of extension werk and dborrower train-
ing. Thie is not to sgry thst theso costs csu npevor bo covered. If
RCT? exponds to & position whore it hes & lsrge mumber of branches and
berrewers arc getting n much higher return aftcr doducticon eof all cost:
it noy be possible tc convince the borrower that thoe high return is
due to the extension work and thercfore the recovery of thesc costs is
ccononicelly justified, Howevever for the prrposes of the present
proposel RCTP's opereting income fros credit operctions will meke onl~
g partipgl contribution towards the extension and borrower troining and
the reet must be in the shope of gromts from extaerocl sources which
will be wicwed as rursl cevelopmint exponditure.

The finencial cporstions of R27D erc bzsced on the assumption that
& branches will be set up in the first yeer, % brenches in the second
year and enother 6 branchos in tho third weaor, reisieg the total nusber
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£ branchee to fourtcen. It is alsc coviegged thet E0TP will set up
cno trzining coentrc at Bsvar, Lecoo in the firet yoor besides sotting
up 3 rogionel training certres ntteched to 3 brenchos in the fisst
three years. Tochnitel scrvicie in tha shrope of werdhouscs hove bean
assuped to De develepod over the first thrue yesrc.

Furthermore it (o0 envisagod thet some besclize survey hos to be
undoxtaken ir the pertioular taons wierc RCIY propises to oten o
branch. bush a aurvey will cost approx. ¥k,.1,00,000 for enol Lramch
88 por deveils givern in Annexere - AVIII. It i3 £i30 pnvispsld thes
in the first year Th.5.0 2illicn will de given as loane enf cdvonces,
Tk.8.0 xillicn 4in the sccond ~vonr, Ti,16,0 =21lion 3u tho tiixd yoar,
Th. 7.0 Billfcn iz the fourth yvor and Thx.20.0 nilling in the fi7
¥orx, :

Cn tho chove beslis, quarterly fund rcguiressnt feor u single drame’
has boen preparcd for Tk,1.0 miliion ps por Annexuro - K. Basct o
this, total fund réguironent for iocns end advancos of ROZP ir the
firgt yoor for Zour branchos hes beon given in Anneoxure - I1,

Totsl loans end sdvancis fer all RCTZ branchesz have been shown io
the Cash Fiocw Btatuncnt (Lonexure - VII) for five yeors on the bssis
of ’quprt.ﬁrl:r disbursosconts.

,.r““j Hopagmont of loans and edvanccs for simglo LWranch foT Tk,5.9
willicn kes beon showva in Annoxure - IX gssuning 60 roecovery oo, tiss,
followed by 20%, 10% aod 5% rocovery in the subseguent qurrtors/yrears.
% of 1nminnd edvances bove becn nssuned to romain os bid & doubtful
debta, From the sbove fanexure it may bo observed thut loana dinh.'m;t#

—

in tho first yesr will Do rocovired tc the extont of 955 by thc 3xd

quarter of the f£ift) ycar. On the atove Ydscis o conpgolidated ropsr=
ment projection for ECIP Zor gll loans snf sdvancos hsve becn given iz
Antexure - VIZI. i
Iptorcst income for e sinpgle branch on loans and cfvences of ]
TE.1.0 nillicn given koo Boen choun in Annezurc - VI nssuning en dntes
rost rato of 10% per pnoum on the btosis of which e consolideted pro-
Jectior hes boca mado for sll branches of HSTP over the five yeer -




Period in annexure - V. 4 cumulctive totos intorest incosc of
Th€.81 sillion over the first five ycars of HOZS gporstios her beon
shown zgcde 3in insone projecticn Zmnexure = 31,

In the Incomo Projaction from credit cpoerstions, besides 18%
intorest inconme fron losre ard sdvences, 17 ipcome 0D looh pocints
seoncticncd/disbursed heve bien assumed froz ghort-torm investnoots
whish conmo2 to 2 cumulative totel of Tk.2.€30 million.

4 cost snd roturn anslysis of major occupsticms for wuil. Z0TP
leane will be extended hes been given in Anmexure — XIZ to VI %
variocus interest ot e on loans,

&1 yearly depmisistion costs of dcad OIfige end bronches heve
boen gdded to Tospective recurring costs ead shown in thie Incor.
Projection (Credit Uperstions) as in Amnexure - I, It =z howuver
be.noted that SO% of brorch recurring costs ané 755 of idead 0ffice
recurring costc inclusive of dopreciaticn hsvye bocn chergod to credit
pporations snd the rest heve beun pllocsted o traindnge centr: end
tcchnicsl scervices in the Sudget Sumnsyy given in innoxure - I,

From the Budget Summery it nay bu scen thet an gmount of
Tk.27.087 mi¥lico will Be roguired In-cash to oxtend losns of
Te.E€3.000 millivn over five Foor period., HBHowever after tnking into
sccount all developnent coets, recurring costs, breeline survey costs
ax<l pperstine incoms/(loss) the totesl fund reguirencot of BCIP comes
to Tk,.55.176 nillicon which is ctgquivalent to US j3.805 milliern,

It should however be kept irp pind that a1l tho projucticns heve
besc nwle on cesh besis and essuning no reficsl change in the intermco
and extcerng) fectors affceting ROTP operations. We haovs zlso loft ou
of the c=lculstions the income or logcs of worebousing end gerketing
gctivitics, \horges the neced ang demend for warchousing s fairly
established, earketiis will be o coasiderably difficult underteking.
Perishgbility of produce, effoct of weather, pest problens and petket
potentials will be iroortent er:terie in deciding which typco of
producce cen e osccept=d e8 rorsyment in kind., It zay be nccessary to
£0t up a en3ll sslcs mnd narketing department to market the ropoyments
in kind,
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IV

BEXPECRD OUTCQE 25D LVALULTI0N

Expoctetions:

The prinery goei of thie project is to increcse the izngr—: of
onall ferners by pckirg svalicble good quelity producticn: lcuns et &
roesonsbic cost. & by-producs would boe the vmergonce of o efficicnt
echaniaz for surcl credis fin-rncirs ns en intergsel pert of rural
developoert,

Increased income will YL gencroted by piving lurms to creat
ecpleyoant, bring into productive use the unutilised cxisting rosources
of the.rurcl ereccs end introfucing omore officient technologies end
technigues.

IerTesed incomc for the s=ell Isrmer would glso résult froo
reducing or clicinating the exploitative non-instituticngl ercdit
prevalcert in rural Bangladosh,

A Bore cfficiert mechonien for rural credit financins would eserge
as a r™sult ol g totel recricnteotion of the sopproscl to rurcsl develop-
ment and the »ile of ex=2dit. The nmecheniso would consiet of eizpli-
fying the lencing ferralitles, strengthenivg supervisicn, incrcasing
the cepebilitiecs of the lendecr and user of funds, end instituting
gtricter cdiscipline in ond-usc mnd ropcynunt.

Evgluation:

Bince thie project is n picneering venturc into = most “ifficult
ficld, constent review and evaluaticn will be necessery in controliling
tke unzrsticas So fulfill the objectivac.

The Deputy Conerzl nenr.g::r.a.' Cperntions will be directly respon-
sible for roview and gnoiyeis= of gpcerocicus on an on-going dasis,
Teere will bo & LighF guelificd o domanding executive hesding a

mobile aadit tewm: who vill oveluzss the perfornance of esch branck.
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Trhe senior moongesent toss (G.M. enf the D.6.M's) will review the
findirze of the zudit tean overy msonth with the objecetiv: of iz=nroving
the perforaence of the organisction, The tesm nesbers will visit the
breanches repulsarly end discuss the getivities of the brapch first-hend
Witk the borroweTe. A .

Criteria for pessuring the effectivensss of beth policy o4 per-
forasnce: will be devcloped iz detgil and g srstes for their evalustico
will be ipstituted,

Zech: Field Oupcrvisor's performence will be evolusted by the -1 <
Brench Mensger cn the basis of individuzl performence criteria to be
sct up jointly by Ficld Supervieor and his Branch Naonsgex, Cercer
civarncenont or tercinntion will be bezed om the cvalusticn of &
perfermance.

Binilerliy, tht Breznchk Hoorngor's perforpence will be evalusted by
the Deoputy Gemcrsl Horeger (Operations).

an annusl Tepcrt on RCT™'s porformence and achicvencnts will be
subsitted tce the funding ggencics ond the Govermment of Banglclosh,

A socic=cceononic Eurvey will be comtiucted in the fourth year to
noasure the impact »f the previcus throe yesrs, Evaluation will ‘et
include comparison of tho findings of thieg survey with the baseline
surveys confucted prior toc the opening of & branch. Since the cpening
of the bremchos weuld hove been gtegpored over the previous three year:
the socip—ccononic survey would be sble to chart tre ccurse of HCTP's
rural crcdit fingncing et differcent stages of deovelopnont,

The socio-cconomic evalustion will bc conducted by an interme-
tiousl temn congisting of one representetive each from RCIP, Denor
Agencies ond the Governmment of Bcugladesh.

Dzsed on its firdings, the team will recomend nmoesures for
improving the porformcnce of RCRP,

4 similer ovalustion will be condusted at the end of tho firth
yeer of operations, boscd on whish I0TT will either go for cxpension
on a nojor ecele or grin ot growth At o nodcst rote,

. Budget for the two evaluavion surveys is not included in this
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ZRCT
ORGANISLTICHAL STHUCTIIE

A brief outline of the proposed orpanisational sturcture of the
BRCT operstion is enclosed. The purpose of this exposition is to
clarifr our ecncepts.

1« The entire network of branches to be established will be grouped
in aress, as shown in the chart corresponding to distiner
geographicel locations.

2. It is= expected that there will be roughly four—branches to an
aresi. <should the pumber of branches in an ares exceed 10,
thought will have to bo givon to the possibility of sctting up
an Arece Office as well but this consideration, of course, i=s
for the future.

3. FYor the first year of the IRCT operation it hes boun tentatively
decided to unrk/ggﬂ or two arcass comprising ebout fourtesen
branches.

HEAD OPFICE STRUCTURE

1. General Manager of the organisstion has two scnior officers
reporting to hiz, Deputy Gemersl Mansger (Operations) and
Deputy Geéneral Menager (Credit) of roughly equol suthority and
Tank.

2. Roughly spesking, the DG (Operations) is responsible for the f
mechanics of the lerndinp operstion while the DGM (Credit) is
respongitle for the gquality, content and guantum of the lending

[
operation.
3. Another irportmt ccaponcnt of the Hesd Cffice is thoe Chief

end evalusrion. He will ripert to D&M (Operations). BKis
primery corncern vwill be to evaluats the implementetion in the
light of the goels ond obJettives s2t in tle project
prepesal.

4, There will be cne Regionel langger to contral branch opwrationm

Cfficer, £Ludit & Lvgluation who is respomsible for all sudits j‘
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= =%y ¢ Logn Profects:
This will cczsist of the following tasks:
1. Decumcntation ottaipned: The borrower's signature to
certain brsic security documents will be chigined ==
reporting to Operations Cfficer.
2« Otheor security cobtrined, os eppliceoble -- reportins te
Operations Officer.
J« Disbursement of loan: The funds will be made aveilndle
to the borrower — roeporting to Cporations Oflicer.
4., Ipnstruction of Loan Projects, all the necessary inputls
to bo linedup, finalisstion of logistics support and projoect
standard -- reporting to lisnasger.

Moniterine the Loon Froject:

This will comsist of the following tasks: -

1. Execution of Project: The Loan Officer is responsible
for the smooth running of the project over its wholc life

and will tate part in or supcrvise field work s necessory -—-
reporting to Hensger.

2+ burvey of stocks and other inputs: COver the lifc of the
project sll inputs will be checked and gquentitics verified
fres time to tine., Omcec the project has Segun producing, the
output will slso bc checked and quantities verilied from time
.tﬁ tinme -- reporting to Cperstions Cfficer,

3« Comparison of a:tﬁnl income gemersted with the initizl
projections. in assessnent ¢d be pode periodicellyr of tho
extent to which the Ioan projest is materiglisirg successfully
by judging its repsyrent potential -- reporting to Mensger.
4. Repayment continvously as arranged. The lomn is
periodicelly aldjusted over tl.e life of project -- ronorting
to Operstions Officer.
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= ctiug the Lo Jects:
Ihis will consist of the following tasks:
1« Jccumontation ottaiped: The dorrower's signarurc to
certain besic security documenis will be obsained ==
reporting to COperations Officer,
2+ Othor security obtiined, os epplicsble -- reporting t-
Operations Cificer.
3« Disbursement of loan: The funds will be made avelilnble
to the borrower —- roporting to Cperaticns Ofiicer,
4., Instruction of ILoan Projects, all the necessary inputls
to be linedup, finalisstion of logisties support and project
stondprd -- reporting to lianager.
Moniterine the Loan Froject:
This will consist of the following tasks: .
1. Execution of Projects The lLoan Officer is responsible
for the smooth running of the project over its whole lifc
and will teite pert in or suporvise field work &as necessory —-
roporting to liensger.
2« bOburvey of stocks and othor inputs: Owver the life of the
project apll inputs will be checked and quentitics verified
frces tinme to time. Omoc the project has begun producing, the
output will slso bc checked and quantities verilied from time
.tb tine -~ reporting to Cperastions Cfficer.
3. Comparison of antﬁal income gemersted with the initial
projections. An assessncnt ¢d be pode periodicellyr of the
extent to which the Ioan project is materialising successfully
by judging its repsyrcnt potextiel -~ reporting ta Mansger.
&4, FHepayment continvously as arranged. The loon is
periodicelly sdjucted over ti.e 1life of project -- roLorting
to Operstions Officer.
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uncder the DG Credit in £.0.

S« There will be a Chief Accountant reperting to DGM (Operstions).

6. There will be a Cheief, Perconnel and Treining, who will be [
responsiblie fexr steff peeruitzent snd personnel administrastion “
Eincé traiping is &n iﬁtch&l pert of this prcject, hc will lcs *

e = .
be respensible for erranging all steff and borrowers training

in BNlaC's treining centre and cther institutians. ' ﬂ
u

SRANCH STHUCTURE

Logn Officexr
The taske of eoch Loen Officer will be three-fold: i

=
I. Idertifying worthwhile loan projects
I1l1. Admpinistratinr the losn projects 4
I1I, UVoenitoring the lozn projects d

I, Idntifying worthwhile loan projects:

1. Credit investigation of borrower (individusl or group) |
zesning that the borrower's antecedents are checked with
particular regard tp his/her suitability or unsuitebility for
the loan project for whick he/she is being considered. 4an
assessment of the character and moral iategrity of the
borrower will asiso be msde. |
2. Credit proposel submitted to Maneger meaning that the

Loan Project will be written up with particular refercnce |
to two sspects: j
e« Usc of funds i.e., the exact purpose of the advance.

B. Laan re;aénent errzpgenent along with a projestion of the

income t2 the gensrsted Dy the Loan Officer reporting to

Hanacer.

3. Sanction of lozn project o:tained - reporting to lcneger

and Operations Offizer, J
















































































































































