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Executive Summary 

This mission continues the series of financial consuhancies provided by Shorebank 
since 1992. 'This Executive Summary highlights the most important elements of our 
report, while the body of the report follows the sequence of the Terms of Reference. 

On this trip, in addition to reviewing the customary financial items, we spent 
considerably more time visiting field offices (Chowgacha, Jhikorgacba, Momrangpur, 
Amdln and Sonargaon) and PSEs (Jessorc Gralnage, Manlkonj Feed Mill and Reeling 
Center, and Savar Poultry Farm). 

Loan l'ortrotio 
• BRAC's loan portfolio grew 34% from JUne 1995 to June 1996. This growth was 

mostly due to incrC!lsed number of loans. as U1e average loan si1.c moved only 
slightly over last year's level. WiU1in the portfolio, the Rural Trading sector 
increased iiS share of principal outsmnding from 35% to 43%, offset by 
proportionate declines In Irrigation (due 10 the DTW charge-oft), Housing and 
Food Processing. 

• Due to BRAC's thorough loan collection effortS, by early January L996, just under 
90% or 111e total tQan portfOliO had not missed a single payment. TillS Is up from a 
low in August J 992 when only 30% of the portfolio was up to date. However, 
during the political non-cooperation movement in February and March, local unrest 
disrupted the schedule of VO meetings and prevented many BRAC members from 
earning incomes. During this two-month period, 13RAC's on-time repayment 
deteriorated 10 the same level ns August 1992 -- but this time the BRAC llead 
Office was immediately' on top of the problem through the APO (Aging of Principal 
OutStanding) report. By September, 76% of the portfolio wns once again totally 
current in payments. Our interpn:t<ltion IS that the II% who have yet to cai.Ch up 
are the lenst well-orr borrowers who l!llrn just enough to pay the regular weekly 
InStallment. BRAC estimntes that it w1ll take another 6 months of collection effon 
before the portfolio recovers fully. 

• On this visit. we observed that BRAC has implemented many of the small-group 
lending prnctices chamcteristic oi the bcst-urganized micro-finance lenders -- BRAC 
now actively uses the small group as the "bu1ld111g block" oi the VO, and tile small 
group leaders coordmare aught, orderly VO seating arrangement. Loans are 
disbursed to VO m..:mbers uften within two monUls uf joining. much more quickly 
than beiore. BRAC operates by the pnnciple that savings and credit repayment 1s 
the first step in gathering a VO and in raising oneself out of soc1al and economic 
depnvation. 



Recommendation: We recommend t.hat BRAC experiment with higher 
lo.1n ceilings and/or more !han one loan for members wjth good 
repayment reCQrds. To this end. the HO must be clear about hs policy 
that any borrower may receive up to two general loans and a housing 
loan. Based on our field visits, some staff incorrectly Interpret the 
emphasis on loan collection as a discouragement to disburse more loans. 

Recommendation: In order to stimulate the formation of businesses 
slightly larger than VO members currently undertake, we recommend 
t.hal BRAC pilot a new ~En!tepreneuria.l YO" program comprised of 
those members most capable of starting slightly larger enterprises. 
These members require focused effort and possess different skills than 
other YO members. 

• In September L996, t.he housing sector was clearly t.he slowest paying, with some 
less significant sluwness also in Poultry/Livestock and Fisheries. Many BRAC staff · 
discourage members from obtaining housing loans, due the sector's historically 
slow repayment rate and longer loan term. This year, BRAC shortcnctl the housing 
loan term from 3 years to 2 years; some staff would prefer t.he renn be reduced yet 
funher to onu year. 

Recommendation: BRAC should resolve its housing loan policy and 
disseminate it to t11e field. So long as the policy is unclear. the program 
will languish and BRAC may unintentionally create resenunent. 

• Regarding the wind-up of the D1W schemes, BRAC has refunded 100% of the Tk 
2.1 million in member loan payments on DTW Operations and Purchase loans. 
BRAC charged ofi the OTW investment and the accumulau:d operating losses from 
its books. and the outstanding DTW loans were charged-off the RCP books. The 
ponit>n of the charge-off taken :~gninst RDP's general loan loss reserve (Tk 57.4 
million} Sllllleavcs tht: combined RDP and RCP Loan Loss Reserve at 7.7% of 
toans outsttmding. Compared against c>.pcctcd losses In Cllch aging cntc:gory. we 
believe this is adcquat~:. BRAC managemem nmy wish to c:OJitinuc the 2 %-or­
disbursements rule for the ann11al loaJJ loss provision. but it mny exceed aclUal loan 
lo~ses. 

Savings and Credit Policies 
• The rate of members leaving ROI> and RCP slowed to 4.8% of average 

mt:rnbership in 1995 and just 3.5% of average membership in the first 9 months of 
1996. Membership turnover appears tO have sUlbilized at this low rate. while new 
members are joining BRAC at more than 4 times t.he dropout rate. 
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• In 1995, BRAC discontinued the 4% loan deduction for Group Trust Fund. BRAC 
returned 50% of members' GTF in 1995. but BRAC delayed the rerurn of the 
second 50% in order to encourage members to bring their lol!Sl paymentS current. 

Recommend:ujoo: We recommend, and BRAC has agreed, to rewrn the 
remaining 50% of the Group Trust Fund to members in early 1997. If 
members agree, BRAC might transfer the fund$ into their savings 
accoums. 

• Members' Own Weekly Savings improved gradually through 1995, up 25% 10 just 
over 'J'k 3.5/week before considering the refunded .savings to dropout members . 
• The slturulon is st1ll unsetl!ed due to (l) the refund of the first 50% of GTF which 
many members took into their own Sl\Vings accountS and (2) the disruption of the 
non-cooperation movement. 

Recommendation: We continue !Q encoumge BRAC to exert more effort 
nnd managemem auemion to savings mobili7.ation. Savings mobilization 
is critical to BRAC's ability to fliod future loan growth, as well as filling 
an important development function for beneficiaries. BRAC may be 
overlooking a11 important op{'ortunity in thas regard. 

Recommendation: Although we und~rsrand BRAC's conccm that 
sudden wopen access~ to savings could cause rapid withdrawals without 
any long- term benefit to the members, we suggest that BRAC consider 
(1) muimainmg the current ~avings plan as an "Old Age Fund" whh an 
age at which 1t becomes available. and (2) opening a second unlimited 
access "Curtem Account" for VO members. This would prevent any 
qu1ck withdrawal. while ubo offering a new scrv1ce to members. BRAC 
should also be c;o;perimcnting wjth higher !merest rate savings accounts 
and different maturities. 

• Durmg 1996, BRAC began to experiment in all first year branches with monthly 
loan repayment. BRAC had used this system in IGVGO branches, and feels that 
loan r~paymcnt a11n remnin mong while reducing costs simultaneously. No doubt. 
llRAC will keep the Donors mformcd or uevelopnlentS in this regard. 

Sector Progrnm Cost Rcco,·ery 
• BRAC has begun to demonstrate success 1n the sector programs: sector programs 

have begun to improve VO members' profitability and as a resuh, SRAC hns 
overcome membt.:rs' initial hesitation about paying for technical assis1nncc. These 
art.: important milestones in this program ·s concept. 

• We separated lhe service charge "variance to budget" into two compont:nls. which 
sum to tl1e full variance to ~udget: 



Activitv Variance: The Activity Variance shows !he service charges due 
(~realizablefi) versus t.he financial budget. The Activity Vanance shows 
whether the coverage of sector activities actually occurred as planned. In 1995, 
BRAC's sector programs outperformed the April 1993 budgeted activity level 
by 7% (Poultry/Livestock and Fisheries were both over 40% ahead of budget, 
while Agriculture and Sericulture were both more than 20% under budget). 
Through the nrst 6 months of 1996. BRAC's acllvlties are more r.han SO% 
ahead of the RDP IV budget. 

Collection Variance: The Collection Variance compares actual collections 
("realized") versus the service charges due ("realizable"). The Collection 
Vanance shows members willingness and capacity to pay for the services. At 
Lhe end or 1995, 13% of 1995 service charges were overdue :u year-end. 111e 
best-paying sector was poulrry (9% overdue) and the worst-paying sector was 
fasherics (17% overdue). From January U1rough June 1996, 26% of lll!w 

service charges were overdue, although this performance Js distorted because 
the harvest was not yet collected. 

• The Sector Programs are improving, but from !he standpoint of nnancial 
systemization, they have a long way to go Lo match the credit program. New 
branch-level collection procedures and a new Service Charge Collection Sheet 
provide a big push forward in monitoring the program. However. to date BRAC 
has not reached U1e same clarity of measurement or !he same organizational 
emphasis on the sector programs as it has in credit programs. 

Recommendorion: We believe !hat BRAC should cominue the 
momenwm toward upgrading ant! regularizing Uu: service ctwee >rstem. 
We recommend t.he following improvements: 
I. BRAC $hOuld produce an Aging of Service Charge Outstancling 

(ASCO) report using the new Coltecuon Sheet, similar to the APO 
Report; 

2. BRAC's Collection Sheet should track any sector sub-component 
amounting to more than 10% of a sector's activity or Tk 500,000 ln 
service charges allnually, rather than lumping all the components of 
Poultry & livestock together nnd all the components of FL~hencs 
together 

2. BRAC reports should regularly compare both the Acuvlty Variance 
and the Collection Variance to its internal torgets, though this is 
probably more detail than is necessary for Donor reporting. These 
measuremcnL~ will pinpoint the cause or variances in re:Jii:ted service 
charges. 

3. BRAC should clarify that service charges are "realizable" only when 
the Sector PA expects tl1e Credi~ PA to collect at the nexL VO 

jy 



meeting - otherwise, the reports based on the eJtpecuulon of 
receiving "realizable" service charges are inaccurate. 

4. 3RAC should settle on a standard timetable for collecting service 
charges •· currently, there is great variation among the branches 
about whether to collect evenly during the year. seasonally during the 
year, or 10 collect in a lump-sum at harvcsL Without a common 
system, at least within each sector, BRAC will not be able to 
optimize the process. 

Recommendation: The sector programs are generating good profits for 
YO members In many areas, and therefore BRAC should investigate 
what constraim mn)' be prevcming more growtiJ of sector programs in 
each branch and how it might be overcome. 

• Sericulture program activity dccl incd in the first half of 1996. Both loan volun1e 
and DPL consumption were off due to tl1ree factors: the disrupuon of the non­
cooperation movement. the unsatisfactory DFL quality from GOB grainages. and 
competition from Chinese and That stlk exports to Bangladesh. BRAC is striving 10 

Improve DFL quality through imports and through its own grainagcs. Tills market 
sector is clearly more vulnerable to international economic forces than BRAC's 
other program areas. BRAC reports th11t the GOB is considering whether to 
reimpose the 33% silk tariffs tl1at were lifted in 1994. 

Recommendation: BRAC and its sericulture consullants should investigate 
the cost advantage of Chinese silk producers versus the proposed BRAC 
sericul(ute system. The economic viability of Bangladeshi sericulture 
production on international mnrkcts will certainly dep.:nd on its cost 
competitiveness, and Chinese imports may even cost-compete for domestic 
bu.~ mess. This situation affects the economic viabiliry of the .sector 
program .. 

Progr'llll\ Suppon Enterprises 
• BRAC recently released PSE bvsincss plans for the poultry farms. feed mills, 

prawn hatcheries and grninages. Business plans are not yet prepared (or the reeling 
units, the seed production centers. or !he tc:wlc Market Development Unit. Our 
report includes sumrnanes of each PSE. including BRAC's csumate of demand for 
these services by BRAC members already trained in these sectors. 

Recommendation: We recommend that BRAC prepare and $ubmit 
business plans for the Seed Production Cemcrs. the Rccltng Centers and 
the Market Development Group bcforr.! spending money 111 these areas. 

• BRAC has appointed tl t>SE M:ul3gcr to oversee the PSEs Slllrt·Up and management 
(excluding the Market Developmen1 Group). 13RAC managcmem report:; th!!t 



separating the PSE m;lltagement from the sector and credit programs works quite 
well - iJ introduces checks and balances that hold botll sides accountable in a 
healthy wcustomer-supplier" relationship. 

• Our report also includes an updated timetable for t11e implemcntatron of the vanous 
PSEs (adjusted from the RDP IV proposal). with some PSEs being constructed 
earlier thar) planned and others being delayed. The aggregate Onancial investment 
and tltc aggregate production capacity remains essentially as in the RDP IV 
proposal. BRAC is on lrnck to meet this revised construction plan. 

• We think it is important w place the PSEs in context wilh BRAC's other programs: 
the PSEs involve simple production processes and require comparatively low 
staffmg levels. The PSEs operate in sectors where BRAC staff already has some 
experience. Aside from the sericulture situauon, we believe BRAC's greatest 
challenge is the logistical and managerial challenge of coordmating YO member . 
training with delivery of PSE production. 

• In the RDP IV proposal, BRAC proposed that the PSEs pay 10% on their capital. 
We support this sound business praatice as it approximates private sector conditions 
for internal business units (such as the PSEs). llowever, t11is is an internal 
bookkeeping charge rather than a true additional funding need. It may have been 
an oversight by BRAC and tile Donor5 10 Show Ulis as an additional funding need. 
The effect is that the RDP IV will require reallocation of this Tk 13.7 million. We 
recommend. and BRAC has agreed, tllat these funds remain in RDP and be 
restricced for RDP purposes only. This is consistent with the Donors' intcm w fund 
the PSEs as part of RDP services for the target group. 

Rc:commendation: The shift In the timing of PSE investments and the 
oversrght on the f'SE cost of capital suggest that the RDP IV budget 
might helpfully be ttpdated. We recommend thm BRAC and the Donors 
agree to some system by which the budget could be updated, no more 
often than anC{; a year and perhaps or1ly :It the midpoim of RDP IV. 
l11is would enable BRAC 10 take account of changing business 
circumsranccs, while remaining in cornplinnce with Donors' condition 
that actual expenses stay within a 10% variance range for each line Item. 

• FinaJiy, we note that the total production capacity of these PSEs is small relative w 
the estin1ated demand by BRAC members. If member demand approaches wltat 
BRAC expects, BRAC will need tO locate orher sources for rnputs and the 
absorpuon of outpurs BRAC may need to col)sider expanding the PSEs if this is 
thl: most efiicicnt method of meeting the YO members" needs. We bc:lievc this is a 
sound proposal for the Donors· consideration. 
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Long-Tcnn RCP/BRAC Bank Finnnclnl VIability 
• In L995, RCP earned Tli. 78.6 million, maludmg Tk 28.9 million on Investment 

funds. (Th1s doe~> not Include BRAC's 9% discretionary interest on th.: HO fund, 
which may be drawn if and When RCP conver~ to a tv:able bank}. excluding the 
9% IIO l'ilnd mtercstand lhe 2% loan loss provis1on. in 1995 the year31hrough 
year 10 branches earned a surplus. from January through September 1996, lhe 
branches are un uack for an even strOnger performance. ThiS indicates strong 
current financial performance and a remarkable strengthening from 1993's loss at 
the branch level. 

• We reviewed the RCP financial model nnd conducted sensitivity analyses on the key 
variables of lonns ouLSUtnding, branch operating costs and savings. 13nsed on RCP's 
actual performance in 1995 and throu&h September 1996, RCP remains financially 
sus~ainable. 

• During our consulmncies in 1993 and 199-l, we cautioned lhat RCP' s performance 
was dangerously billow sustainable levels. To achieve RCP finnncial sustainab1lity, 
13RAC needed to mcrease loans outstanding, improve loan collection, and reduce 
branch operating costs. 13RAC mnnng.:nu:nt took this advice on bo:\rd nnd 
dramatic:llly outp.:rformed earlier level~, While branch operating costs remain 
liigller tJulll oric1nnlly budgeted. tlus co~L has been moru than offset by higher loan 
volume. 

• By 1995. BRAC had turned lhe situation J~.round . During our 1995 consultancy, we 
ob~ervcd th:ll RCP loan disbursementS had incrensed so rapidly that there now 
Clristed the surprismg po55ibihty that RCP would run out of funds due to high loan 
demand and low levels ot member savrngs. BRAC field staff hns responded by 
improving savings levels. Still, we b.!lievc more improvement 111 savings 
mobillwrion ts posslbl.: nnd desirable. We mongly believe thac local SJlVinss 
mobililatiO!LIS a most oromising mentiS 10 lnstitulionalpermanence and 
sjmultanequsly comrjbuung to the wcll -bejn~ gf YO members. 

• A\ a contingency fundmg source, BRAC and Pli.SF/World Bank are close to 
finnlizing a SJO million loan earmarked lor IGVGD expansion. Under the terms of 
the loan. DRAC may rc;~llocatc these tunds 3nll.>ng its v:mou.~ prtl~rami. mcludrng 
RDP/RCP 1f m:c.:ssary. The loan terms under discussion arc temptingly lc55 
tlxpen~h·e than the tnteres1 rmc paid on me~mbers savings. We encoumgc BR,\C no1 
10 become lillY in Its mobiliwtion or member$ savings. 

l)clegnl ion of Management RC)ponsiblllt} 
• Last year. lor the first ume. BRAC began Its budget-seuing process by askmg the 

Branch man.1gers to develop !heir own targetS. This was a difHcult and ume­
conliuming process, no doubt. buL we think there is a long-term payoff for BRAC 10 



developing rinanciatly capable managers. We endorse BRAC's decision to stay 
with Uus process for seuing 1997 budgeLS. 

Rccornmendmion: We recommend that BRAC continue to ~k tht 
Branch Managers to prepare the flrst draft of both credit and sccLOr 
budgets. Quite appropriately. these tatgeLS may be revised based on 
information and discussion with the Head Office. 

• In our last review. we emphasized the need to ensure Ute equal and complementary 
emphasis on the credit and sector activities in a manner that Is mutually reinforcing 
at the br-.mch staff level. BRAC has begun lO do this. We urge BRAC to keep an 
eye on rhe twin ~cuiLUres'' of credit and enterprise technical assistance, so that boUt 
are always in constructive balance, not destructive tension. 

Recommendation: White llRAC rield managers understandably hold 
some Credit-scarf only meetings and Sector-staff only meetings. they 
should also frequently hold Credit/Sector mecungs LO llrainstorm (or 
growth posslbilllies with particular members. 

• To their credit. BRAC branch managers have focused on loans, savings and 
collection targets. But the managers could improve in two critical areas: 

{I) Branch managers need to become "development n\anagers" --meaning that 
they search for opportumties to support the ccononnc growth >f VO 
members. They should look to channel funds to the most suc:cer ful 
borrower$ and find way!> to expaml the sector programs - in short, to push 
the program in all po$sible ways ro achieve BRAC's social and financial 
objectives. 

(2) At the same time, branch mauagers shoulc.J opt~mre their brooches like 
businesses- meaning that the manager must be an ou1~orne-optimi1.er 
rather than a dircction-mk.er. We were concerned. for example. that none 
of the brnnch managers we visiu.:<J pi;Jce<l u major priority on their to)t 
structure or ort generating an operating surplu~. 

Recommendation: The previous financial tr-.llning may have covered 
worthwhile background knowledge. but It was not BRAC-specific 
enough for branch managers. We urge BRAC Md the Donors ro 
develop a treining module that involves more BRAC-spc:cHic reporrs, 
case studies, role plays, and peer-to-peer learning. 

Recommend~tjon: We once again recommend that BRAC adopt an 
annunl one-page written performance ev11h,mtion for branch m:Uliliers. 
This is an importam putt of recognizmg superior performers a11!.1 or 
assuring evenhandedness in promotions. 
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(A) Management of Sovio~ ond Credit-related Aethities 

2.1.1 . Rcyjcw the reccm changes jn, and effects of. the new savjngs policy. 

Head office managers as well as branch managers, particularly in the newer branches. 
showed a greater interest in mobiliuog tumb locally. This is important because it 
rcllects BRAG's concern about long·term financial sustninability In Its Cred1t 
Ptograms. !'As now record savln~s M a separate item on the Loan Collection Sheets. 
Bmnch managers submit these savln&S figures on their MIS reports tO head office. 

Rccommeoda!lon: We recommend that BRAC actively expand 1nlo 
savmgs mobilization and :~dd this capacity to its development misston. 
We think savings mobiliZOition ideally suits both the development and 
5utvival needs oi r.he landless poor and provides an imtitutlot1.1lly 
permanent fundmg base: 11~1. is grounded in the beneficiary group. Our 
specifiC rttommendations are noted l:uer in this report. 

Gmup Iruu Fund and !rnurance 
In early 1995 BRAC climlnau.:d the 4% Group Trusr. Fund (GTF) :tnd the 1% l n.~uro.nce 
deducllo~ from IQMS. During 1995, Ofty percenr. or the orr: ~ returned to 
members, mostly by transfer into mombors own snvings. 1l1is amounted to around Tk 
56 million. A small number of member~ rCGCivcd cash in-hand. 

Recornmenda!jon: We recommend. and BRAC has agreed, to return the 
remaining 50$ of the GTF to members in early 1997. BRAC will need 
10 decide whether to return Gil: to l'onner BRAC members. The 
amwer may depend on whether BRAC originally described GIF as 
~membership property" (therefore, less need to refund to dropour.s) or 
~shared property in which each who conr.ributed htiS a stac" (lhcrdore 
area11:r need to refund, even w drupouLS). 

The previously colh.-cted amounts of the I% Insurance fund (Tk 27 million as of 
Scptemb.:r l996) continues to be held on the BllAC books. To fund me insurance, 
BRI\C now ~httrges members an artnual 10 uka mcmbersh1p fee. This Mcmb~.:rship 
Insurance Fund has grown SinCe January 1995 ton 20 m111ion and IS now kept as a 
separ.IIC uccount on R.l2f. booki. BRAC wlll drnv. down the orig1nal I% tMurance 
fund umil it is depleted and will then ~"'itch to the new fund. Bnscd on llRAC's recent 
payout expericnce. the tor.al 1Murancc lund of Tk 47 million appears adequate to en~urc 
payouts to the families ot members who have died. 1 

On.: YO n.cmbcr l•c Ult<!r. •C>~.:d •ol;cd concern lh;ll tusuruno: p.tll><tll laX<: 100 lun~: .. 111 lao:r 
ct\C, on.: )C.1r. Aht.~ugh her •on1pt.un1 lta.t) !1.111: been Ull5Ubsl~nu:ucd, llti.AC $hooold ,,.wrcu 
Its cqn.mullll$ (I! any) to umcl) J>il)nulS lu members 

c:ln•wrnat:\1\ •nwordlntsbk\b;UJgl;u.lc\rcpon96.doil ll/11/96 



Weekly Savings 
AL the same time, BRAC increased the target savings from Tk 2 per to Tk S per 
member per week.1 BRAC aims that each small group of 5 members should together 
save Tk 25 per week, rather than insisting on Tk S per individual member. In ll11s 
way, llte poorest members would not be excluded by reason of the higher weekly 
wget. PAs encourage borrowers to contribute an even higher amount to tlieir weekly 
savings accounrs if possible. 

BRAC requires lhal borrowers save an amount equal 10 2% of their first loan request, 
5% of their second loan request, and LO% of aU further loan requests. 

RCP + RDP SaY"ing.s Performance 

('l':lka Million) Jnn -June Jul- D~:t Jan-June Jul- Dec Jan -Junt 
1996 199S 1995 1994 199~ 

Com11UUol") Sa' lngs 95 81 70 62 45 

1\ftmb\lrs Own Sn•·inllll 128 119 118 74 61 

To11al New Savings 213 200 188 136 106 

TI1Uisfer of GTF iJJIO 3 20 36 0 0 
Mtnibors 0" n SnvinJ:,~ 
M-b~ri 0\l'n llli'Ulgl 12.5 99 8Z N 61 

e:sehadinl!: 1 rnnsfer oJ GTF 
Avcnagc II Members 1.329,!S7.0 1.199,l49 i.l11,822 994,1$9 888,927 

Willy S•'R' /Ment1)tr lntluding 3.85 3.l17 4.14 n/n n/a 
trau~tr or GTF 
Wkly S•·g~/Member excludini 3.76 3.30 ·us 2.!18 2.71 
tra.nsrcr or GTF 

Excluding the effect of GTF U'ansferred imo Members' Own Savings, average savings 
per member increased from Tk 2.98/wcek 10 Tk 3.76/wcek between June 1995 nnd 
June 1996. Precise oompansons arc difficult for two reasons: 

I. Group Trust Fu1\d money was, i11 most cases. transferred directly into the 
Members' Own Savings nccounts of members. Fewer transfers were ma~c dunn& 
1996. 

1. The non-cooperation period affected the ability of credit Program Assist.1ms (PAs) 
to eQter villages and collect weekly loan repaymenrs and savings. lienee members 
had to catch-up on their missed paymcms 1n later weeks. 

The \\cetl;lv snvfiiJlS anc;rcasc frQlll TI 2/11~k to Th .S/"cck cqunls l 50% The 1'k 2 s:11 tngs 
pohcy h~d bl:tn 111 plllell stn..: 19~8 Durin,; tbe s;am~ lime peraod. aiJrit:<tlluml dn) 11ngc:s 
incro:nstd 7So/., front Th lU/ilily 10 Tk 35/d.l) 
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Our field visits to five branches confirm that average weekly savings have increased, 
albeit at a slower ratt: than was initially hoped for. 

A quick .scan of U1e branch bal211ce sheetS revealed a wide variation in savings across 
branches. Generally speaking. the branches that had good loan and service charge 
repayment rates also had a higher average savings per member, arid visa versa. This is 
probably a function of two factors: 

I. group cohesion and discipline, which is influenced by the performance of the PA; 
and 

2. genu me abilily/inability of borrowers to add to their savings. The lack of additional 
money to add to weekly savings is often a function of the lack of market 

. . l opportunities. 

We also observed that younger branches with morl! motivated borrowers (and PAs), 
often had a more regular weekly savings pauern than some of the older branches. 4 

In the field, VO members told us that they did not think that weekly savings of Tk 5 
was too much. We observed that many members still pay two taka a week, especially 
in the older branches. With just a few members saving between seven and ten taka per 
week. the overall average per member rises. During our field visits we asked members 
in four thliercut VO.s whether they would increase their weekly savings contribution if 
they were allowed to withdraw their savings. In all cases, the majority of women said 
they would, or that they would like to if they could. Many women keep their savings 
at home and they do not believe tl11s Is entirely safe. They welcomed the idea of 
BRAC offering open savmgs accounts. 

BRI\C's Expcnmental Savmgs Schemes 
In Augw;t 1996. BRAC began experimenting with two different savings schemes to 
g1ve members greater access to their savings. We visited two of the six branches where 
the pilot projects are currently belng conducted and interviewed the regional and brnnch 
managers, the credit PAs and tl1oir VO members . 

• A World B:111k ~'ntuauon ofthe AKRSP Pro~;mm •n PakiSJnn fotmd lhllt s.Willgs tcni)J:ll to be 
ltlgiU) C<)nt<:lltmlerl Appro~Jn:ttcty 71l'!l'o Of tOtal Sll\101j.S bal:lllci:$ IIC~ :tCCUIIIUiatcd by 25•1. Of 
the ViliiiJlC lind II PIIICII S Ol'glllli.WtiOIIS bc:tlleo!ll t ')~) nnd I ~~4 The C\ aJ~niiOn tC:IIII ,tl;o f01111\1 

thnlthc ri.iA: 111 S<l\·lngs \111$ pnmnril.l' rclntcd 10 the c:.:ononue opportunities In ench diSirictllurlto 
the stn:u~;th of the 1\0IIIcn' s aClJ\it)· m e;tch ~•en. 

Tht) lindntg t•as nlso borne out b) lbe World Bank "'·~lun11on n:pon or AKRSP mcutton<d 
abo\'e. 
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Model I 
This model is bc:ing tested in three branches in three dtfferent regions. The main 
characteristics of ll1e model are that: 
• ll1e member must have been a BRAC VO member for at least one year; 
• s;~vings can be withdmwn for any reason, but only twice pe.r year; 
• a member cannot withdraw savings if she has an overdue loan; 
• of the total savings, 75% may be withdrawn at any one time (i.e. 25% always 

remains in the account) 
• the savings withdrawn gelS treated as a "savings loan~ which must be repaid within 

46 weeks in weekly installments at VO meetings. 
• a member must repay I refund the full amount of witlldrawn savings before the 

second request for a withdrawal; 

In practice, the following additional "rule~ seems tO apply: 
• rl1e borrower must have no past due service charges 

BRAC chose to tmplemem this model in older branches where members have built up 
subsllintial savings. BRAC feared that opening complete access to their long-time, 
accumulated savings might precipi~.nte a run on itS savings pool without a long-term 
benetit to tbe members. Therefore, this model was not designed to allow completely 
unrestricted access. 

Obscrvatjo~ 
1. When the new plan was introduced, out of 6000 VO members, 394 member,s (or 

7% of total members) increased their weekly savings contributions. In November 
these "super-savers" saved Tk 31/week while the branch average was Tk lO!week. 
The super-savers accounted for 20% of th~o: total savings in November. 

2. There was no immediate rush to withdraw funds. Nobody withdrew savings in tbc 
first month and only one person in the second monll1. Eight people made 
withdrawals in the th il'd month. The branch manager <lo~ expect the number of 
withdrawals to increase. All withdrawals have been between Tk l.OOO and Tk 
1,500. The total amoum of withdrawals has been Tk 12,500 or 25% of the total 
additional savings depbsiu.:d. 

3. Weekly repayment of the "savangs loans• are up to date. 
4 Mc111bers use the mottey mainly for personal "non-daily" consumption needs. lor 

example, to cover the extro expenses when a child g~IS born or wllcn a marriage 
feast is arranged. 

5. Many members who were not current on their loans began re!)aytng some or thetr 
past dues in the hopes of also being eligible ro wllhdraw savings. Thus the loan 
repayment rate tmproved slightly. 

6. There was no effect on the number and stze of loans dtsbu.rsed. 

ThcSCl findui!IS n1c basc:d o11 mtcr\'IC\\S a~r~dll(lt(Q nttllc Anldln Br:mch 111 Norshmgdt TI1~ 
Amdin brunch tS to )eAtS old 
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7. Members say lhat they do not find it inconvenient 10 come to the branch office 10 

receive their withdrawal. One manager suggested that 11 empo~cr~ them to deal 
with an accountant in a bank-like environment. 

8. Branch management d~ not find that the withdrawals add a large administrative 
burden to stllff. Most VO members tell the PA at the "'-eekly meeung how much 
they want to withdraw and when they will go to the branch to get it. 11tis enables 
the accountllm 10 prepare and ensure that she/he has an adequate amount of cash at 
hand. 

9. l!ven with totlll withdrawals or over Tk 12,000 during the plan so far, average 
savings per member rematned at around Tk 37 per month or Tk 9 per week ·• the 
same level as before the new model was mtroduced. 

Our rmpressions of Model I are rhor: mtmbet'f like u; some ore btcoming more 
111CJ1i1·ar.:d; loan repaynll!lll is improwng .flightly and savings lmve 1101 dt:climul. It is 
not ckar at this stage l•htrher a•.:roge sal'illgs will increase ill the future. 

Mode/2 
Thi~ more flextble s11vings scheme is currently being rested m three young branches in 
three different regions. We visited a couple of VOs in the Sonargaon Branch an • The 
main characteristics of this scheme are: 
1 Unlimited deposits and wilhurawal~ cao occur. Even borrowers in default can lllke 

out savings but they must leave o certain (unspecified) amount in their savings 
account. 

2. Withdrawal of savings is regarded as a separate activity apart from the credit 
projlratn 

3. Members must have accumulated "compulsory" savings to take out a second or 
third loan. A 5% (of Joan requCJt) compulsory savings deposit i~ required for the 
5econd loan and a 10% deposit is requ11ed for the third. 

Qb~ery:ujoQ5 

40\i of VO members save more nO\\ than they did prior tO the introduction of the 
schcrn.:. At the meetings we i.lltended, around 25% of borrower~ paid·m additional 
s;tVIIlf::S. Many said that they hnd nlso comribuu~d additional savmgs d11rlng the 
previous weeks. 
l Over the four months, an additional Tk 85,505 has been deposiu:cJ and Tk 39,030 

hns been withdrawn, equ;tl ton 46,000 1n net new deposns Whhdrawals 
rc:prcscnu 45 ~ of the addnional savings. The number ot withdrawals is increasing. 

2. Most members plan to usc their withdrawals ior business purposes. 
3. Wnhdrawers say they will dt:posit \Ollie of the money earned I rom thetr busin~-sses 

back into thrar savmgs account. 
4. TI1c 3\'crage net new savmgs rate per member increased from n 41-4Umonth 

before the pilot to Tk 46-48/ month during the fim three months llf the p1lot 
prOject. Many other branches in I he Nor\hidgi region avc:ragc l>ctwc.:n n 2!·and 
Tk 35 per member per month. One good business center, ho,~cver, also averaged 
around Tk 48 per month even though there was no experimental scheme there. 
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5. Almost all borrowers wanted to take out a second loan the following year. Most 
also expressed interest in a larger loan and said that they had the capacity to pay the 
larger installments. 

6. Members reponed that they found h convenient to withdraw at the brnnch as they 
could go there any day of the week and not be restricted to their weekly VO 
meetings. 

7. No administrntive difficulties have been reponed thus far. 

Our impressions of Model 2 are 11lai 1ha1 some borrowers are saving subsramially 
larger omoums. 111ey appreciatt and like the scheme. Withdrawn amounts are being 
used for elllf!fgtmcy and inVtJsrm.:m purposes, not for consumption e.r:penses. 111e fact 
1lm1 mi!mbttrs 1/,!<f lhtt mont!y for inwsumml purpo~;tts fs 0/lllldicalionthm somu of them 
probably CQu/d hal'l< used a larger loan mllta!fy. Average savings per member are 
increasing. LQan disbursememlzas nor been nega1ively af!eclf!d. Evetlthough members 
ar~ ILSing the money wirlulrawn for invesrmem purposes, IIIOSI will srill take om ano1her 
loan nl!.tt y~. Lean repaymf!lll and service charges are still al /{}()% ra1e.s. 111e 
groups seenLS motivated and energized. 

Recommendation; We continue to encourage BRAC's experimentation 
with member savings systems. although we understand BRAC's wariness 
that a sudden change in poli~y could cause rapid withdrawals without 
any long-term benefit to the members. We suggest that BRAC consider 
(I) maintaining 1.hc C~ITCnl. savings plan as an "Old Ase Fund" whh an 
age at which it become~ nvnilnble, and (2) opening a second unlimited 
access "Current Account'' For VO members. This would prevent any 
quick withdrawal, while also offering a new service to members. 

Recommendation: We recommend that BRAC monitor and record the 
d•fficulties and challenges that it faces during this experimenL Much 
usefUl information may be lost if evaluators come only at the end of the 
pilot. An interim ev-.tluatton by external evaluators should be done l2-
18 months after the begmnlng of the experiment as well as at the end of 
it. 

Recommendation: We tlunk that the initiative of the Norshidgi brnnch 
managers to record the mnndmory :mcl ndditionnl savings Stparately is 
useful for moniloring purposes and should be exte11ded 10 all the pilot 
projects. 

Recommendation: We reaommend that BRAC consider an addlliOnal set 
of experiments wht:re it t.:sts the response of savers to different priaing 
tor different savings products of different mmurirics. We thlllk Lhe new 
range of lle.~1ble savings products (both with respc;ct to the pricing and 
maturities) offered by BURO-Taogall are promis111g examples. We urge 
BRAC to invtStigate Lheir usefulness with BRAC membership. 
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2.1.2. Revjew the latest trends in the rate of discontinued members and assess the 
financjal jmpUcatjons. 

RDP aod RCP Membership 
Rotc of New Membership and Dropout Membership 

January New Dropout Ending Average 

Year Members Members Members Members Members 

1992 598.125 153,963 102,814 649.274 623,700 

24.7% avg. mb.shp 16.5% ava. mbshp 

1993 647,S9$ 236,917 7li,72S 825,790 746.69~ 

3 l 7% 3Vg. mbsllp IO . .S% 3\'g. mbsbp 

199-1 825,190 275,876 65,412 1.036,25-1 931,022 

29 6% ava. mbshp 7.0% a,·g mbshp 

1995 1,036,2.56 226,374 53,721 1,208,909 1,122,583 

20.2% nva. mbshp 4.8% nvg. mbshp 

9196 1,281,-118 207,732 -17,802 1,44 1,348 1.361,J8J . 
l5.3% avg. mbshp 3.5% nYg. mb.shp 

Over ~he past four yCllrs, the rate of dropout members has declined fron1 16.5% of 
average membership in 1992 to under 5% of average membership in both 1995 and 
1996. 

We expect the rr.tte to stay at around this level. I f BRAC introduces some degree of 
ncxible s~vings while still holding back a nmndruory "old-age fund~ of compulsory 
savmg~. it is possil)le that this rate may t:vcn decline as borrowers who rnay have left 
because of the lack ol access to their savmgs may now be encouraged 10 stay. 

When members leave BRAC, there are three gotenrial unpaciS: 
• the number of loans disbursed ralls, thus reducing mll!rest mcomc. 
• the average loan size fnJl~ since l'irst-time borrowers arc brought in to replace them. 
• members Withdraw their accumulated weekly and compulsory savings, less any 

unpa1d loans; 

Conceivably, losing long-term members could be a financial druin on BRAC. In practice, 
as shown by the comparatively smnll tOl>ll refunded savln~ (table p 1), most dcpaning 
members have not been aerivc weekly savers or active borrowers. Average refunds per 
drop-out member was Tk 1,280 in 1994i Tk. 2,122 in 1995 and Tk 1.226 in 1996 Tilese 
members are quickly replaced by rnotiv~tted ncrive members who arc keen to save and take 
out loans. 
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Before BRAC flr&t bc!!an to disc:ontinue members, savings and loan disbursements were 
below origmal 1989 PrOJect Proposal budgets l lowever, since then, both savings and 
disbursement~> have increased 

In the hght of total size ofBRAC membership, this level of dropouts has not created 
significant nc:gati ve financial impact. Based on these results, we do not lbresc:e any long· 
t~'fln financial problems stemnung from member dropouts so long as the current rate of 
.s~. dropouts persists. 

2. 1.3. Review laiC)! cost recovec:y per(oonancc on sectoral pcogrnms. 

BRAC bas successfully begun to introduce the service charge concept both to its staff 
ami to the VO members. This innovnticm was p1lottested as ew-ly as 1993 and was 
gradually expanded to all sector program). In the hght of field e~perience, BRAC 
n:t1ncd the service charge amounts and the point in the process at which the charge ~ 
levitd. 

Today, BRAC charges for teChnical nssistnncc as follows: 

!PROGRAM C'OMPON£.WS Rnlr /Unit or Arrhit) 

• I Poultry &. LIVC$too;k 
Chick• (flOC's) I 5 Jchick 

Co.11 Reol rcr 20 /r=cr 
Ca-.• Rcattr 50 lmsnr 

l. Fisheries 

C.rp Polycuhurc 500 acre 
S;trpuu Cullurt 300 •1Cfe 

C~rp Nurser) 1.000 /acre 

Fish Ha"hcl) l .O!kl lh.uchc:ry 
l , Vcgctn~la Ct•ht\ ~tloo 

Vcgcwble Cnlt"nuon SOil IIICIC 
Nursc11· (Soc. htl) & l-Ion 1 150 llnu~r) 

~ Scucullur-e 
S.1pllng U I /s;lplmg 

DFL &~: I .'DFl. 

Appendix l ~llows the model branch plnn for service charge$. As a branch Introduces a 
new sector progrllrn, lt gradually expands the number of participating YO members, 
nnd the revenue: from scrv1ce charges increast:S. At the outset, VO members receive 
Intensive ttainrng 111 the program sector. 11tc tr.unmg educates them about the spectflc 
technical aspect) of their business, the logistical links to the mputs they need for their 
program activity (such as day-old chid.s), and where they may sell their output oi thetr 
progmrn activity (such as to other BRAC·trainc!d chicken rearers). BRAC intt:nds that 
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after an initial period tmining, VO members will require only occasional visits by the 
sector I" A. BRAC's financial objective is to recover surflcient service charges to pay 
only for lhe ongoing technical assistance to VO members, i.e., excluding lhc start-up 
training costs. We believe BRAC is partial ly correct: members wlll not require 
intensive training, but we arc skeptical lhat all VO member training and 50% of all 
staff costs can be eliminated. We might expect a 25% - 33% drop at most. 

Service Charge Cost Recovery An:!lysjs 
BRAC reports service charges collected (or "realized") in each sector and lhcn 
compares lhem to Lhe budget. We Lhlnl< that a more fine-tun~ analysis Is possible and 
could reveal some important trends. We analylCd Cost Recovery in two ways: 

Step 1: Oetem 1ining Activity Variance and Collection Variance 
First, we separated the Total Variance from Budget into two pieces, with Lhe data 
summarilecl in Appendix 2. The overall relationships are pictured here: 

Service Charge Comparison Benchmarks 

Acthity Variance 
to Budget 

Prlce-llenelit Ratio 
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Activity Variance to 
O perational Targets 

>Collection Varinncc 

> Cost Recovery Ratio 

) Cost-Benefit Ratio 
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For the Donors, we believe the most important two comparisons are (I) the Activity 
Varianc~ to Budget. and (2) me Collection Variance. 

ACiivity Variance: The Activity Variance shows 1hc service charges due 
(~realizable") versus the 11nancial budget. The Activity Variance shows 
whether the coverage of sector activities actually occurred as planned. 

Collection Variance: The Collection Variance c<>mpares actual collections 
("realized") versus the service charges due ("realizable~). The Collection 
Variance shows members willingness and capaoily to pay for the services. 

lmernally, BRAC might also Lrack Lhese to the OpcraLional Targets, but this is probably 
unnecessary detail for the Donors. An example for 1995 and r.he first six month!> of 
1996 is in Appendix 2a and 2b. 

The Activity Variance shows that in 1995, BRAC's sector programs outperformed me 
budgeted activity level by 7%.6 Poultry/Livestock and Fisheries were both over 40% 
ahead of budget, while Agrict.tlture and Sericulture were botll more than 20% under 
budget. 1llrough the fll'st 6 months of 1996, BRAC's a.Ciivities are more U1an 50% 
ahead of the RDI" IV budget. This indicall!s r.hat in Poultry/Uvestock and in Fisheries, 
field staff arc able 10 exceed the activity goals. Tin: market receives these services 
well, and BRAC is able to initiate these activities. The Agriculture and Scriculturc 
sectors have not achieved the stated activity goals. BRAC 11eld staff should be 
co11Sulted to understand the reasons for these differences. 

'l'he Collection Variance shows that at r.he end of l995, 13% of 1995 service charges 
were overdue. Tite best-paying sector was poultry (9% overdue) and tl1e worst-paying 
sector was risherics ( 17% overdue). From January through June 1996, 26% of new 
service charges were overdue, altl1ough this performance is distorted because the 
hatvest wns not yet colll!cted. In our opinion, t,his is a good collection rate, although 
we nrc uncertain of the qunlity of the 11eld information on "overdues." We are also 
unable to determine whether any or these overdut.>.S have subsequently been collected. 

Step 2: 1\nnlyting Cost.s and Revenues by "Sector i\ge'' 
Second. we grouped the branches by "Sector-Age~ and compared their actUal costS to 
the: collected service charges. This data is displayed in the graphs in Appcndilt Ja-Jd: 
for each sector, we cr11ated two graphs: service charges versus total costs and serv1cc 
charges versus "ongoing~ costs, according ro BRAC's deiinillon. 7 

The 1995 cost =•-.::1'} budget$ 11crc Cir~ proposed 111 BRAC'"S Apnl I '193 Cost Rccavcl)• Rcpon 

DRI\C ~.aimatC$ lluu SO\£ uf 111~ clltr~ut .,,dJry ~•N> .111J SO$ vr rrnvdiug co,h fur bnth So:ctur 
PO's ar..J Sector PA 's arc d.:W1cll to tlli• S!art-uptr.uu1ug. 
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Poultry & Livestock: BRAC invests a lot of staff cost in this sector, as seen by 
the top line on the graph, but this is also the sector with the greatest service 
charge collecuons. Assuming BRAC could reduce staff to the ~ongoing costS" 
level, then Year 4 branches are already achieving 101% cost recovery. Year 2 
branches have higher-than-expected costs, without offsetting with higher service 
charge collections. 

Fisheries: BRAC's staff costs In Fisheries are much lower than either P/L or 
Scriculture. Relative to the ~ongoing costs" level, Year 4 and Year 5 branches 
are covering costs. lmerestingly, Year 5 branches have much lower costs, 
white maintaining h1gh service charge collection. This is some evidence in 
support of BRAC's concept that after 4 years. staff can be reduced without 
affcctmg performance. 

Agrjculturc/Socjal Forestrv: Agriculture is the sector with the lowest BRAC 
statT costs and the highest cost recovery. BRAC should therefore consider how 
to expand this activity to more branches. Year 2 branches have unexpectedly 
high costs, with no of!Setting colleclion revenues. 

Serjcul!ure: BRAC invests the grea,test staff time into Seticulture, shown by the 
top line in the graph, and recovers the lowest amount in service charges. To 
reach COS L recovery, BRAC should consider whether it is possible LO rcadjusr 
costs downward or whether it is possible to levy more service charges. Year 5 
and Year 6 branches had especially high costs, without collection revenue to 
off11et them. 

"Model Branch~ Planning 
BRAC initially planned its RDP credit and sector expansion based on a Mrnodel branch" 
concept. That is, BRAC assumed that local markets and local condi1 ions were 
relmively l1omogeneous. and therefore the growth of a branch would follow a 
prcdlcmble paul. Not surprisingly, branches' aotual performance is ~loser to the 
paradigmutic model llranch ln th~: first lew years; 111 the out-yeats, the divergence 
pctwcc,, IHgh performers and !ow pcrfom1ers tncrcases. Field experience sugscsts that 
locnl conditions ;u some branches may 1101 be suitable tor the full volume ol sector 
activities projec1cd in the "model brnnch. ~ BRAC stafi reported that factors such as 
the av:Ulability of suitable land and the ll\'nilablllly of mulberry !cnvc:s limit some 
branchel;, whereas other branches will easily exceed the targets. 

The RDP IV budget for both credit and sector programs iS based on a "model branch" 
unit. Shorebank's annual work Wllh BRAC has always mcluded analysis and 
compllrlsons between actual performance and the mO<Jel brancl). Of course. it is in the 
nature of business plannmg that some ventures will exceed expectations while others 
wi ll fal l short. The model branch concept works when the local market area and social 
conditions at branches are prediCtably homogeneous. 
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The ~model branch" concept has held more accurate for planning and managing the 
credit expansion !han ror the sector programs. This may be pictured in this way: 

SllUldard izatiou; 
All branches pcrforn 
similarly 

~ 

~ 

i 
Credit 
Model 
Branch 

. i 
Sector 
Model 
Branch 

~ Unique local cqnditions 
~ 

Each branch performs 
differently 

Variations in a branch's local market do not disrupt the crcdjl assumptions as much as 
!hey will the wctor assum,uions. When it comes to credit, VO members will 
resourcefully deploy their loans towards whatever promising income-generating 
activities local conditions will permit. Sector programs, however, are COil$traincd by 
natural conditions such as the avai lability of ponds, lhe arability of the land. and the 
suitability of local weather conditions. For example, bolh Jessore and Sylhet may 
achieve lhe model branch overall credit targeL~. although their loan ponfolio may 
consist of quite differcm loan schemes and sizes. However, local water conditions in 
Jc.ssor~ are far more suitable for the Fisheries sector, whereas 1CMorc's susceptibility to 
n()()ds nnd droughts may hinder its Vegt!ltlbles performance. BRAC has fOund that in 
the lifecycle of an actual branch, variations from the model branch estimates anse more 
quickly in lhe sector programs than in the credit program. 

Based on field experience and our discussions with BRAC, it seems likely that the 
credit progntm will always t'ollow a more predictable palh. While we suggest that 
Donors should expect this l.intl of variation among branches even or the same age. we 
also recomme11d that Donors expect the tOm! system to produce the same linancitll and 
developmental resuiiS. 

Recommend;won: For purposes or compliance and reporting on RDP 
IV pcrform:ltlcl!. we: recommend that BRAC cominue to make av:~ilable 
to the Donors the comparisons between actual and -model branch~ 
performance. llowcvc:r. we amiclpate that branches· actual performnnc;e 
will naturally diverge more and more wilh time. and we encourage tlte 
Donors to accommodate these variations, while insisting on the same 
overall Financ1al and developmental outputS. 

Recomrncndatjon: We recommend that BRAC and the Donors actively 
acceler-o.~u: the expansion of credit and sector programs in high­
perfonning branche.~. even though thiS w1ll cause grcmcr variation 
among branches of the same nge. 
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BRAC wanrs to take into account that some areas may simply not have the potenllal for 
the full introduction of the sector programs. Likewise, senior management should want 
to encourage more rapid, but prudently managed growth where that opporwnlty exislS. 
A more rational grouping would be based on the branches' current perforrrtancc and 
what their realistic growth prospects are for the next year or two. In financial terms. 
this grouping would probably be based on such factors as membership, savings, loans 
outstanding, disbursements, and recent loan collection rateS. 

BRAC Internal Systems 
The sector service charge program is no longer an experimental program: it is well 
under way. Based on our understanding of the Bangladeshi rural context, both BRAC's 
ability to deliver v:UUllble services and the members' willingness tO pay for them marks 
an imponam achievement. We repeatedly heard that while VO members initially 
resisted the notion of service charge.~. tlte demonHratcd income improvements from 
BRAC's teehnlcal advice were positive. As a result, t11e VO members were willing to 
pay for that benefit. 

This leads to the conclusion that the cum:n.t service charge pricing is considered 
reasonable. Many of the VO members we spoke to were earning quite handsome 
returns from their sector program business. The service charges were easily arfurdable 
bMed on the profitability of their sector business. We inquired about VO members' 
willingness to pay h1gher serviCe chargcs -- thc1r price elasticity of demand - for 
ORAC's services. and we received the following comment (verbatim translation from 
the VO member): • Just as tllere IS no end to the benefits of education, there is no end 
to the benefits of profits - so if you can provide better technical advice. I will pay a 
J.i.lllll more for it . • 

In 1996, BRAC 1.1pgraded i~ cost recovery pracuccs m two 1111portant ways: 

I. Beginning in June 1996, BRAC created a ne\.1. Service Charge Collccuon Sheet, 
modelt!tl on the. Loan Collecuun Sheet. At't.c:r the Sector PA !111~ in the eKpecttd 
"realizable" scrvtce charges lor the uptonting mccllll!l. the Credit PA completes 
this sheet at the VO meeung. 

2. Service Charges are collected once a month at the VO meeting by the Credit 
PA. The Credit P.". takes the Strvice Charge Collection Sheet to tl1c first and 
second mccling each month. If the VQ member does not pay at these VO 
meetings. then the Seetor PA follows up indivtdually with the member to 
collect. Thts streamlines the collcccion and money-handling process over the 
old system. '" which the Sector PA handled service chargt~ collection in the flfSt 
tnstance. 

, 
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BRAC has started to regularize the cost recovery system, both in the field and In the 
recordkeeping. Still, we feel that there is room for improvement. For example, in the 
field we noted inconsistency over whether sc:rvice charges "renll7.able" means "actually 
due in tbe next meeting" or whether it means "due sometime over the upcoming 
harvest". We strongly believe that systematizing and e~pandlng the colh:ctlon system 
and 0ptimizmg its impact will reqUJre continued effort of senior management --the 
same intensity of high-qual tty effort that BRAC devoted to Improving its credit 
program. Making these improvements may require additional resources in RDP/MIS 
Cost Recovery, both in staff and resources. 

Currently, there is no consistent tracking of late payment of service charges. In 
addiuon, it is not yet possible to track collection rates for the different components 
within a sector, e.g .. the differences between day-old chicks and livestock. There may 
be quite dtfferent collection rates by component and they may be due to quite differem 
reasons. 

Recommendation: BRAC should produce an aging repon of liS Service 
Charges, similar to the credit APO. We are workmg with the BRAC 
Sector staff to develop a model. 

Reconuncndntjon: BRAC s~ould develop an HO report that shows both 
the Activity Variance and the Collection Variance. 

Recommendation: The Collection Sheet should be upgraded in two 
ways; ( 1) In addition to the sector code, the ShiM should include a 
componertt code for any component that will genera1e over 10% of a 
sector's service charges or over Tk 500.000 in one year. (2) 'l11e 
definition of ~realizable" should consistently mt.:an kactually due mthc 
next VO meeting." 

RecomUlendmion: As a lower priority, we recommend that BRAC 
evaluate and report on tile profit impact produced by its technical 
services. The recommended analysis would compar.: stmilarly shunted 
women who do and do not receive BRAC'.!> technical assistance. This 
evaluation would show (I) the absolute profit 1mpro\•emem, (2) the ratio 
of service charge versus the memberS' profit improvement, and l3) the 
ratio of cost to BRAC for providing the service-to-profit improvement. 
We bt:lieve BRAC should develop this cvaluauon 10 support each of ItS 
serv1ce charges, although such a rormal evalua.uon may not be completed 
before field experimentation begins tn new program areas. 

ll/S/96 



Case Srudy: Monirangpur versus Jessore 
In the Monirangpur branch, service charge recovery in 1995 was 100%, but loan 
collection was quite poor. This presents an intriguing situation, because we might have 
expected strong loan repayment before service charge collections would improve. In 
the struggle for the hearts, minds and taka of the VO members, the sector staff is 
winning (even though the Credit PA collects the service Charge). 

We inquired wilh we Credit PA 's about this situation. We were told tltat service 
charge IS smaller than loan paymenm and that Sector staff had developed one-on-one 
relationship~ wilh VO members. Accordmg to the RM. when credit collection was 
especially bad tn the past, the Credit PA 's were strident and perhaps aogcrcd VO 
members when collecting late loan payments. VO members felt defiant and alienated 
from the credit staff, while secwr staff were perceived more. as advocates who 
understood the members' particular circumstances. 

In Jessorc. loan repayment was nearly 100%, however service charge collection in the 
difiercm sectors varied from 35% to 66%. Here, Lhe eX,planation was more intuitive: 
Members paid loans first. When local calamities disrupted their sector businesses, they 
delayed paying Lhe service charge. 

BI':UICh Loan Repnymcnt Scn•icc Cltarge Collection 
Monirangpur Low; APO 0 weeks = 55% Hjgh: 100% in 1995 

Factors: inherited history of poor Facwrs: High loyalty to Sector 
credit orgamz.ation; weak staff staff; po~ibly one segment of VO 
performance; anendnnce and members participated in sector 
loans/member quite low activities and had both good loan 

repayment and good service 
charge payment. and another, 
larger segment or borrowers were 
the non-payers of loan 
install menLS . 

Jessore .!:llslh: ~: 35% • 66% in 1995 

Factors: c~tabhshed credu Factors: locaiit!!d flooding :u1d 
organization drousht in different areas . 

decreased the fish and vegetable 
yield 
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Our interpretation is that the BRAC staJf's relationship to Lhe VO members can 
innuence collection rates. Of course, payment of both ICY.Ins and service charges Is also 
innuenced by the profitability of the underlying businesses, but 111 branches where !.here 
are great. disparities between the two payment rates, branch managers need tl1e 11alning 
to counsel their staff so as not to alienate the VO members. 

Soet~Oc Items Pertaining to the Service Charge Schedule 
BRAC has imrocluced service charges for some services Lhat may be too trivial In 
aggregate to merit the effort. For example, the service charge ofTk 1000 per hatchery 
x 7 hatcheries = Tk 70,000 total. For Lhe sake .Pf consistency lhroughout Its programs, 
BRAC may want to continue levying a charge. However, these smaller amounts may 
not justify the management effort Invested in determining these charges, circulating the 
information to Lhe field offices, and then collecting Lhe charges. 

A fier visiting several field offices with the Sector Manager, we recommend that the 
Tk 1.5/chick service charge be levied when tl1e chick rearer pays the Tk 7 for her 
DOC. This practice is already in place in tlte high-performing branches and should be 
adopted universally. (Other branches wail until the chick rcarer sells the 8-wcek old 
chick to the key rearcr.) Tite sale or the DOC is a natural and efficient point at which 
to collect the charge because BRAC staff are alrealiy involved in tlle transaction: In 
eases where the DOCs are supplied by Lhe govcmrncm or by poultry farms, BRAC 
distributes the DOCs lrom the area oflicc to the VO members. Alternatively. when 
local hatcheries supply Lhe DOCs, lhe Sector PA coordinates lhe hand-off from Lhc 
local hacchery 10 dle chick rearer. 

Recommendation: The collection of the 1'k1.5/chick service charge should 
QCCur at the delivery of the DOCs to the ml!mbcr, rather than waiting to the end 
of the 8-weck rearmg period and the sale to key renrers. 
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2.1.4. Revjcw progress in the establlshmem of Program Suppa(! Ememrises. l!l!liuding 
preparation ant! clearance or business plans and orocedures for subsequent 
reporting on financial performance. 

These PSEs arc the enterprises that either supply inputs or purchase outputs from the YO 
members. These PSEs arc: 

Sector l' rogrnm Support 
Entcrpri~e 

Poultry and Poultry Farm 
Livestock Poultry Feed Mill 
Fisheries Prawn Hatchery 
Agriculture I Seed Production 
Vegetables 
Sericulture Silk Reeling Center 

Grainage 

For Program Support Enterprises (PSEs), the RDP IV Propos.1l includes detailed capilnl 
investment and revenue nnd expense projections. The timing of these expenses has been 
adjusted, with some PSEs bcing constructed ahead of original schedule and others pushed 
out into the future. 

PS.E Plnn 

PouJary Old 
l'ai!ItS New 
Feed Malt. Old 

New 
Pmwn Old 
llal~hcnas Nc:w 
Sc.:d Old 
Centtf• New 
Grrun~!ICS 01!1 

New 
R..-.,luag Old 
Unns New 
Toaul Old 

New 

Timiog Adjustments in PSE Expenses 
(Million Taka) 

1996 l997 1998 1999 2000 Total II 
TkMM 

6 (, 6 6 6 10 3 
IS IS JO 2 
J 1 3 3 j IS 3 
Ill 3 IS 2 
5 5 2 s ll.5 3 

5 ~ 2.5 12.S 10 
5 10 lO ;\ 1ll 2 
s 10 Ill ~ 10 2 

111 jll 50 •)U 9 
5 JO so s •lO lei 

2U ] (J ~0 IU\1 1(1 

30 so w 100 Ill 
-1-l 76 121 s 19 I-I 277.5 
35 95 112.S JO s 271.S 

Totnl 
\'early 

Protluttion 
t.5 Mtll DOC 
16MiiiDOC 

12.60() Ton 
17,500Ton 
IS llhll PL 
13 Mall Pl. 

liO Ton S<led 
60Tnn~ 

111 Mtll 0!1. 
I~ S Mti!DFI. 
ISO Ton Yptn 
~{)Ton Yarn 

Nc:ltc · (I) Tk. 10m. lias b.~n shifted 10 Mulbl!fT)" Plana;auon (vtdo BAAC Donor Mccun&. Mn) 11,11196 
(l) lksrdcs one P 3 & I\\O PUP I stnlloll5. Tk. 20 111 &. Tk 311 m rcspttll\-cly. 
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Progress towards t~is revised investment schedule is on lrnck (sec Appendix 4). We 
visited the Grainage in Jhikorgacha, the Feed Mill in Manikonj, and the Poullry Farm in 
Savar We were unable to ,;sit a Prawn Hatchery The BRAC PSE Manager reports that 
all construction is proceeding on schedule. The most challenging pan ofPSE 
management will be coordinating the timing and delivery ofPSE output to the field 
Giveo that the DOCs and prawn larvae must be delivered \vith 24 hours, BRAC will need 
a reliable transportation network to get the product into the field. 

Updated versions oflhe PSE business plans were finalized during our visit We worked 
with the PSE Manager to develop a tltble summarizing the demand by BRAC members for 
the PSE outputs or their supply for PSEs that buy from DRAC members These chart& 
(sec Appendix Sa- Sf) were quite helpful in understttnding the magnitude of the member 
demand and how small 1 he PSEs output is relative to the VO demand for their products. 
ffthe demand by VO members grows as BR.AC anticipates, BR.AC \viii need to find 
alternative suppliers. 

We like the idCll of the PSEs selling a small portion of their output to non-BRAC 
customers and BRAC VO members also purchasing some of their input needs from non­
PSE sources. This will assure n "market comparison" of the price and quality of PSE 
production. 

We expect that BRAC will easily provide the Donors with current financial statements for 
the PSEs. In addition. BRAC and the Donors should be looking for ways to record the 
role of the PSEs in the BRAC development mission, 

Rccommcnda!ion: We recommend that the PS6s report both the1r financial 
statc:.ments and updated infom1atton on BRAC members' dernaml lor the 
PSEs outpu! 

(B) Portfolio Annlysis 

NJ:w Field EJ~.Qcrimentalion 
During 1996. BRAC began to expcrimem with monthly repayment of loans and saving.s 
in rui IL~ 11r~t year branches. BRAC rcporlS that the monthly repayment sys!em, a 
rnr.!thod has worked wt~ll in the IGVGD program, and is workrng well here coo. We 
ditlnot have a chance to visit an IGVGD brnnch. The number of loans disbursec.l from 
January - September !996 in first year branches, at 623,000. is lower l.han targeted. 
Even rf we double tltis number to account for the last three months of 1996 and the 
time lost during the non-cooperation movement, the number"is low compared with the 
t ,808 loans thac were disbursed during 1995. This could be because !IRAC reduced 
the number of PAs in lirst-year branc:h~s. We encourage BRAC to follow t~is closely. 
The reduced srafi'coscs contributed to the40% reducuon in operoung co~ts in first y~r 
branches over the past year. , 
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This year. BRAC also began directing its auentlon to urban areas. Although no lo;uiS 
have been d1sbursed yet, a process IS underway to develop an urban loan policy. This 
will bring BRAC's credit program In line with its health and education program& wtuch 
are already operating in some urban areas (e.g. in Dhaka). 

Risk Reduction Strate~ies 
BRAC staff at all levels have become increasingly sensitized to sectors which have 
his10rically poor repayment rates (e.g. housing, liveswck and irrigation). They have 
also made efforts to reduce ~bad debt" by vigilantly pursing Inactive members and by 
relying more on the members wiU1in the smaller groups (within the VO) to assist with 
chasing up late: payments. 

I. Group S(ructure 
The small groups of five members who together make up the VO are more highly 
discipline and Sll'Uctured than in previous years. There is an average of nine groups 
of live members each in most VOs (i.e. 45 members in aVO). BRAC has found 
that smaller groups. each under the leadership of a self-chosen group leader, can 
help lhe PA to bem:r manage 1oM repayment and reduce past dues. 

It is unclear to us whether the practice of automatically rotating the small group 
leader on an annual basis is a good idea. Intuitively we feel that a longer ~term of 
office" for the stronger group leaders may be beuer at stimulating the cohesiveness 
of small groups. From an empowerment point of view. however, the oppo.siu: may 
be U'Ue. 

The small group has even become -a structural building unit of the VO. Previously 
members were formed into small groups out oi the larger VO membership. Now, 
in(lividuals members who wish to join must recruit anot.her four member~ as well. 
This lightens the relation!hip between the members of small groups and resultS in a 
hig,her credit discipline among members 

2. ~soocjal Collection PAs" 
In some branches, Program Ass1stan1S {PAs) h:J\'e been speCially cmplo)cd to tr.Jcl,­
down lnacdve members. These members also usually have high past dues 
outs~o1nding. Hnvmg special credit PAs 1s Important because the elliSt1ng PAs have 
UmL! to follow up on all the hue-payers/ Inactive members only dunng (or straight 
aftt:r) the VO meetillg. 

The i1\1Ururulo1ml li1cm1urc sho"s 1~m 111~ $mall group ~tn1c1u1n cnnno1 eo•nplclal) ~11bs1ih11a rar 
I he large group mtcrms of mc~lbcT$ slwnng the burden of fmc p11~ mcnts. ThiS 11 espcclolly I rue 
115 the IO<u\ SIZC per mdl\ rduHl\IOttoi•Cr gelS lnrger. 
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• 
To offset the additional cost of a Special Collections PA, the branch is requested to 
try to mcrease its loans outst:~nding. In some areas this may be an unnecessarily 
high financial hurdle. If the branch's credit PAs are unable to collect late loans (for 
whatever reason). and the Special Credit PA is able to do so, then the Special PA 
"'pays for herself/himself" if the loans collected are simply greater than his/her 
salary and overhead. 

Recommendations: BRAC should monitor the usefulness of employing 
special credit Program Assistants to collect from inactive members. If 
the study reveals a far greau:r benefit than cost, BRAC might consider 
extending the concept of these special "debt collectors" to more VOs 
which have a high ponion of inactive members as well as VOs where a 
large portion of active members have more than 26 payments past due. 

3. Strengthening the Credit·Scctor Link 
The regulur mteraction between BRAC's credit PAs and Sector PAs should be 
encOuraged as It helps to reduce credit risk. For example, we heard about how 
sectOr PAs asststed their trninee YO members in getting more ~ready" to take out a 
loan as a consequence of a discussion with the credit PA who did not feel that the 
borrower \Yas mitially a good "loan-dsr at the time of her first loan request. 

Recommendntjgn; BRAC should continue to schedule regular m<;etin~ 
of Credit PA 's to discuss collection methods. and combined 
Credit/Sector PA meetings to discuss the areas where they cnn net to 
reinforce one another's aclivilics $0 as to tmprove overall branch 
performance. These meetings could be facilitated by the Branch 
Man.:tger. 

4. Sbortenmg the Loan Term 
Another re<)Son for on-time loan n:paymel\l is the aversion to lend to sectors with 
poor repayment histones (e.g. example deep tubewell and housing). BRAC has 
also shortened the oorm of loans In these sectors. For example, BRAC reduced the 
default rate on livestock loans by decreasing the term of the loan from three years 
to one year. BRAC also Slrongl)' discouraged gi,•ing grace periods for loans that 
did !llilt generate income right away. Managers 111 the field found a lugh rate of 
default among borrowers who were granted grace periods. 

BRAC has also streamlined itS loan disbursement procedure. Loans are now 
dtsbursed to first-time borrowers within six tO etght weeks provided they have a 
savings pool equal to (or huger) than 2% oi their loan request. Tills system appears 
tO work well. 1l1e default rate has not incrL'llSed as a result of a shorter period ol 
mc.mber disciplinr! prior to loan disbursem~:nt. 
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5. Balloon Payments 
Finally, in an efion to reduce its nsk exposure in the four sector progrnms while 
still reaching down to tlu: poorest of the poor. BRAC is considering loan structures 
that include a higher "balloou· payment during the harvest. This will help 
members with lower current incomes because weekly payment would be lower 
during most of the loan, with the balance due at the harvest. BRAC has indicated 
tlia.t panicul:~rly where the initial capital outlay for borrowers t$ large, for example 
in the fisheries sector, some nexiblltty may be necessary. ll is important though 
thru BRAC fii'St pnys attention to why these sectors are perfonning relatively 
poorly. 

The ballooning of loa11 pnyments is different from a grace period where no 
payments on interest qr principal are made for a speelncd time period. We 
cominue to strongly discourage grace periods due to the historically high default 
rates that usually accompany such Initiatives. The possibility of the ballooning 
system working well will be heavtly reliant on the coordmation between the sector 
and credit PAs as well as more senior staff at the branch and regional levels. 
Perfecting the coordination and information flow between BRAC's sector staff and 
credit staff, for example through sectOr staff reliably reporting to credit I' As when 
the harvC$t is coming in, will enable credit PAs to know exactly when to "collect 
hard" on the outStandings disbursed. · 

2. J .5. Analyze jmplicmlons of ;my changes in disbursement$. outstanding. term nux. 
nveroge loan size, etc. 

Over the ptlst ya:ar, tot:.ll pnncipal outstallding {TPQ) in the combined RDP anu RCP 
portfolio mcreased 34% irom Tk 1,827 MM in June 1995 to Tk 2,441 MM 111 June 
1996. ~ 11te increase 111 TPO was primarily due to the rise in number of loans uisburseu 
as the average loan size increased only slightly. 

Within the portfolio, rhe Rural Trading sector increased its share of principal 
outst:~ndmg from 36% to 44%. This was offset by proponion:ue declines in lrrlt:ation 
(with the DTW charg.:-off). Housing and Food Processing. 

The loan portfolio's 34% growth frorn June 1995 to June 1996 is approximately half 
the: 61% growth of the previous year. To in\erpretthis lower rate of increase, we 

Al,l US c\.C!Iwn.:e rnle of~~~ r,ck.lto I he doltar.cotnl pnnc:lpnl oulstnndcng is USS 61M 
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analyzed the changes in the factors underpmnlng the growth of the total loan portfolio. 
The absolute size of ihe total principal outstanding (TPO) Is influenced primarily by: 10 

I. the number of loans disbursed. 1\ greater number of loans. all else constllnt, 
increases TPO; 

2. the average loan size, which is usually higher in the case of existing and proven 
borrowers. A dramatic incren.~e in the number of first-time borrowers Will depress 
the average loan size; 

3. the term mix, where an overall decrease in the term of the loan portfolio, all else 
constant, will depress TPO; and 

4. thll rate at which outstanding loans ate cotlected - the faster the collection, all else 
constant, the tower TPO Wlll be. 

The main factor contributing to the overall 34% increase in TPO from June 1995 to 
June 1996 was the rise in the total value of loans disbursed. Total disbursements 
increased 22% from a 19% growth rate for the same period last yc:ar. 11 The increase in 
outstandings was due both 10 the number of loans d1sburscd (winch grew from 40 1,994 
loans in the January to June 1995 period to 562.812 loans in the period from January 
to June 1996), as well as to a small increase in the average s1zc of loans. The average 
loan size increased shghr.Jy from Tk 3,483 in 1995 10 Tk 3.612 by June 1996. The 
increase in sit:c was lower than internal targets for Lhe older branches. This is panially 
due to the entry of first-time borrowers (who replaced the drop-outs) into the older 
branches. 

The substantial increase in paymcniS missed from March 10 June 1996 also contributed 
to the percentage increase in TPO over the same period. n 

The non-cooperation period affected loans outstanding in several ways: 
I. PAs could not emer most areas lor around four to Sllt weeks, dependmg on the 

degree ol political unrest. 111!s depresses both the number of newly rccruiu.:d nnd 
the number of loans tllat they are able to disburse. 

1. When PAs did eventually enter the areas, their priority was to collect unpaid loan.~ 
and improve the quality of the existing loan portfolio, r:nher than au.roct new 
memben and disburse addiuortal loans. 

3. Many existing members lost some ponio11 of their income as businesses often came 
• to a halt during the unrest. The timmg of the1r 110!->tt loan --a !actor which '' ould 

im:rease TPO- was therefore delayed. 

,. 

,, 
I! 

Note. Ill~ lblill ;)lli(JUill or dbburs<:I11C11~ IS ;lpJirO"lllillely eqwtl lb th~ 10101 number or IO.lll$ 
rttulr•plled by lhc ~n:mse hum $rf.l) (SC'c 1 Jnd 2 .Jbovc) 

Som~u· BRAC Swusuaal ftcpon (SSR) June I V?S. 

Slo\\Cr rep~)'lll~ttt orlo;m.~ and the conscquun1 mcre:oso: mthc uounber ofbo.rro\\crs '' 1th tto 
P·•}u•cnls tttiSSCc.l ''a. a dmM resolll or tho rtt.lll-<lOOp.!ml!ort pcnO<I -n1c full uup11ct of the rtUrt· 
eoopcmuon lllO\'CIIlcnt ts dlsctlSS<.'i.l more fUll) l;ucr "' this s.:cllon 
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For these reasons, the slower growth ofTPO docs not indicate problems wilh BRAC's 
creel it delivery system. 

Term Mix 
Over the past year, BRAC continued to shorten the term of its loan portfolio, 
particularly in the historically high-risk sectors (e.g. irrigation, live,o;tock and housmg). 
Overall principal outstanding falling in the one-term category increased to 99% m June 
l996 compared with%% in June 1995. This is even more striking w~en we oonsider 
that just four years ar.,o (in June l992), only 80% of the loan portfolio fell mto tltc 
short-term category. 

Sec!tur 

A11ricuhurc 
1 ni!!llrion 

Fisheries C + Bnor) 
Livestock 
Serkulcure 
C~>rllloc Tudustry 

Services 
Rum! Tr.tn.<POrt 
Rurnl Tr;~diu~ 
FOlKll'ux:cssinr 

CIC3hh 
Hp(lSim• 
M is<CIIollcuu.< 
Tofnl (June 1996) 

Tornl fJune 19?51 
Toral !June 199~) 

Toto! (June 1993) 

Term Dl$bunanent in Each Sedor 
Ja.nuary- Jun.c 1996 

Short Term Medium Term 
Cu11 to I •earl 0·3 \'Cil<S) 

tOOl 
9~!1'. 

995£ 
98% 
9S$f, 
9H 

tOO!; 
tOO !it 
100~ 

100!1'. 
100\1 
14~ 
~9!!' 

99~ 

96't 
w; 
9Z% 

Long Term 
(> 3 ~<ru'S) 

0~ 0!'-
S!\', t% 
1$ O!t 
2i Ofio 
2~ 0~ 

3~ 0% 
0~ 0~ 

0~ 0<{ 
OSi 0~ 

O!i: 0% 
O'.l- 0"1 

7h'1r t~ 

~~ 0'¥ 
l'.t. II'\ 

~~ or. 
7'< !c-; 
4% 4% 

The mo~t nomble decreases in loan-terrn have been in housing, fisheries and sencuhure 
where 1111 additional 19%. 10% and II% of cheir respective ponrolios 111111 fall into the 
short•lcrm category of disbursements (see table nbove). The I% increase in the short· 
term livestOCk and poultry pnncipal di~bursed understates the c"tem to which the t.:rm 

,, 
11•~ iulurn.llilln.,llilernlijrc uumic">flr~llll:c lm>llin,~; l!tullim>s rl"' rclarinn>ltip ll<'t"'a:n shuncr 
hldn rcm>s unll lo~><:r llcluult rate$. 
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of the livt!Stock component has been shortened because livestock makes up less than 
half of the poultry/livestock portfolio. All new livestock loans now have a term of 
one-year only. 

BRAC management shortened the housmg loan tenn to two years for the same reasons. 
Previously housing loans had a three year duration. Th1$ may be the most appropriate 
lending method for this target group, because the date of receiving the next loan is soon 
enough in the future that the borrower stays m active contact with the VO process. 

I nu:rviews with risk-averse branch managers in the f1~1d revealed that they would lfke 
the length of the housing loan to become even shorter term. Clearly, one effect is thai 
if' ail loans must be repaid in this time period in even installments, then the tor.nl loan 
size is limited by what a borrower can repay in weekly installments. 

2.1.6. Moniror and commen1 on di!linnuency in the lonn ~ortfolig. 

In the analysis below, we follow a three-s~p process: 

I. We idenilfy lhe sectorwise distribution of principal oulStanding to see how large 
each sector is relative to the size of the" loan ponfolio. 

2. We evaluate the trends in each aging category of missed paymentS. 
3. We 1dcmify tbose sectors that have the gre.·uc.:st amount princ1pal outstandmg that is 

senously behind in payments (I.e. more thnn 26 paymenLs past due). 
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Stco I: Distribution of Principal By Sector 

Scctonvise Distribution of Principal Outstanding (RDP + RCP) 

Sectur June 1994 June 1994 June 1995 June 1995 June 1996 June 1996 
~TPO Tk %TPO Tk %TPO Tk Million 

Million Million 
Agriculture ')% ll8 12% 224 II% 266 
DTW Purch:tse 7% 76 0% 71 0% 6'~ 

DTW Operation 1% 9 4% 4 0% 
Fisheries 3% 29 4% 80 6% 142 
1including Baor) 
Livestock& Poultry 9% 106 8% 138 9% 230 
Cotli.le:c I ndus!IY 4% 48 3% 49 2% 40 
Serlculturc 0% 5 l% 24 0% 14 
Scrvtces {)% 3 0% 5 0% 9 
Rural Transport Hi 34 4% 68 3% 85 
Rural Trading 33% 373 35% 635 43% 1042 
Food Proccssml!. 24% 277 20% 373 18% 445 
Health 0% I 0% 2 0% 3 
llousitll! 5% 54 8% 142 5% 133 
Misccllanc"us 0% 2 1% 12 t% 23 . . 
(also sec Appendix 6 for monthly Sectorwise Pnnctpal 0uLStat1ding Sept '95-S~pt '96). 

SectDr Programs: Agrjculturs:. Livestock/Poul!zy. FtshcTies and Scrjcultgre 
Since June 1995, principal outSmnding for BRAC's four sector programs of ogricuhurc, 
poultry/llvestock. nsheries and ser!cullure totnlct.l !5% of the total loan portfolio The 
target set in BRAC's RDI' IV plan is tltatthe sector programs should be 25% ofTPO, 
a wrg\:t already reached last year. Although interviews with BRAC manager~ and ftcld 
staff reveal a couscnsus that the plan is to grow these sectors substanually, !he tar~,~ets 
for each sector have not been upd;ucd. We reel that it tS impurtnnt for field swff 10 

rectlivc some dtri:Cuon in this regard. 

Rcoommcndatlon: \\'e rccornna:nd that head office set new global 
targets for loans outst:Jnt.l111g for each seo1or and ask reg tonal (and 
branch) mnnagcrs to develop the local targets in the light of supply and 
demand constr.ums on the ground. 

Although. at a glance. 1he percenmgcs ol' three of 13RAC's four sector progmm~ appear 
unchanged, a more nuanced picture emerges upon \:loser inspection of the changes in 
their values between June 1995 and June 1996. Even a I% increase tn their stze as a 
proportion of tltc total ponfolio r~prcscnt~ signific:tnt growth. Buth the lishery and 

,,, 
Tlus tnclud~ DTW pu._:,,,:;e dlld OJ1<1rtJIIon.lltholl!lb u.., bulk ortlu$ amount falls 111to opcrnuon 
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poultrylllvestock sectors grew faster than the portfolio as a whole. registering a 77% 
and 66% mcrease respectively in the Ulk.a value of the loan ponfolio in June 1996 when 
compar\!d with June 1995. In comparison. the toull principal outslllnding grew 34% 
over the same time period. 

BRAC reports that the main constraim to further growth in the poultry sector is the 
availability or day,old chicks from high yielding parent stock. The proposed poultry 
program support encerprisos (PSEs) should help partially alleviate this supply problem. 
The mairl co~traint on the rapid growth of the fishery sector is the availability of 
sui~able bodies of water. 

Absoluce growth 10 the agricultural sector's pnncipal outstanding grew from Tk 224 
MM In June 1995 to Th. 266 MM m June 1996, an 18% increase. This is lower than 
the growth in TPO which rose 34% over the same period. From our observauons and 
interview~ nt both head ofiice and in the liel\1. the constraint to a rapid vegetable 
expansion program appears to be access to SUitable land, rather than iL~ availability. 

Recommendation: We recommend that BRAC perform a cornprehcns1ve 
land audit of vacant, unutili7.ed and under-utilized land that is suitable 
for agriculture (nnd fishing). Current ownership of the different patcels 
of land In the vicinity of BRAC VOs (both present and planned YO­
growth areas) should also be identified so as to begin a process of 
facllltatlng access to such land by VO members. 15 

Sericulrure. regi~tered a 41% decline in principal outs~andlng as at June 1995 when 
compared wi1h nbsolutc value of the sericulture portfolio as at June 1996. Our 
interviews revealed several reasons for the lower than expected growth: 

1. The capitnl outlay thllt a silkworm fanner needs is small relative to a chicken, 
poultry or tish farmer. Thus the loan size requested is sm:ttler. 

2. Because prorlLS gencmtcd from Ute first harvest cnn often pay for future t:apital 
requirements, an addulonalloan may not be needed in the followmg year. In other 
words. the percentage of "repeat loans" IS lower than in other sectors-last year's 
fanners :\S :tt June 1995 probably did not need :lllllthcr lo:tn thi$ year Th1s ma~cs 
the sector's growth more reliant on new burrowers 1n this sector. 

3. BRAC repons that new borrowers are themsclve!> constrained by !he availability of 
mulberry leaves for the silkworms (this is at odds with the Scriculturc Consultant's 
report In the RDP IV Appraisal}. 

I< An CCililOIIIIC !ll~1hSI$ !;lhiiiJ: 11110 OCCili>llllh< CQSI or U\':Hlnblc !llil.l (I.CCC$Siblc land n:IUU\11 10 !.be 
potunllul profit rro111 t.lte ;J~;nculh>ml"cgelablc) >ctd "111 detcnu1ne 1\hclh~r or 1111111 ts poss1blc 
ll) 1:.\p;ltld I hil SCX.IOf 011 il >USIJIIIIUbfC bast~ 
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The reason for the l:u::k of mulberry tretl is, in turn. related to the lack or available 
land. II' successful. 13Rt\C's experimentauon or mulberry bushes grown m the grounds 
of hoUSI:holtls may be able tO allevintc: this problem. The land autlrt sugg~tcd earlier 
may reveal additional government land (at a low cost) that is avarlablc for mulberry 
tree planmtion. 

The largest portion of the portfolio continues to be an rural trad1ng (43%) and fOod 
processing loans (18~) . These two sectors accounted for 55~ of the loan portfolio in 
June 1995 and 61$ of the growth in 1996. I( we compare the absolute taka value oi 
rurnlll'llding as at June 1995 with June 1996. we note: a 65" incre3lle. 

lrm:ation 
lrrisntlon's share ofrhe totnl princrpul outstanding declined 4% over thu past year and 8% 
~rnce June 199·1. This is because BR.AC lm~ sold 560 of its 710 OnVs mto the local 
private mn1 kct and charged ofl'the lonns BRAC repons that it hns 1ufunded 1000/o of the 
loan payments made by On\' shan:ho\dcu. both Pu1 chase and Opcrntion loaru. The 
special 40% loan loss reserve for DTI\'s was funded 50/SO between BRAC and the 
Donors •• 

Housing 
The absolute value of the principal outsmntling an the housing sector remained more or 
less nat at Tk 133 mrlhon compared witl1 n 142 million the previOU$ year As a 
proportion of TPO, housing decreased 3lf>. We heard that field smJf at the branch 
le~o·el are relucUint to dbburse housing loans ov;rng to their dtsproporuunately high 
default rate in the p:ll>t , funhcnnore. our diSCussion with BRAC smft in the field reveal 
a greater risk aversion than was probably Intended by head oflrcc managemenc. 
Borrowers were sorncumcs encouraged to rather take out an mcome gen.:rnting toan.17 

111c exact reason ror the default., though, remains unclear to u~. Is tl bccnuse the loan 
wa~ for IJollsill,q and dad not generate income? Or as it bec~usc the lower ltm:rcsr rate at 
IO'T·. together wnh the fact that housing h seen ns a social good, mnkcs p~oph: [css 
willing to repay the loan because they sec ic mo1c as a gram'! A World Bank evaluauon 
01 the Aga Khan Rural Support Prog111m 111 micwhnancc lendmg rn P3Lr\tan (A~RSPI 
founllllull even the lunnc.J substdiwuon ol so::ral mlrastructurc lcndrng can tn:;uc: 
expcct:ltions that o.~re hard to contain. The evaluators note that substdizcd lending rates 
can set :m organi1.atiunal tone that works agaum the important core valu.:s required ror 
commercially succ.:~~fulbanking. It can nl~o promote the trend townrd deteriorating 
collection pt:rformttncc, I' malty. they note thnt subsidited fundmg enslly aurnct5 "rem­
scch.ing" by indivrdual~ or organization:. thut want chellp money, thus creating n false 

•• 
., 

~tor.: fi•~u ... -t;tl dewl on onvs ~ m our append•, 

In I he fl'l\1 , BRAC ricld \l,lfT obset\ cd If loll n~o:mben Wo<!d t101JS111Sio.1ns tO\\ards olt~o:r <"n<l$ 
bccuJSC 111.:, "cr~ .upphcd at a lo"cr mrerc>tlalo 11 c ll~o). BRAC t>O\\ supplies the bwldlng 
m.ucn~ls dltc'CII.) 10 households thus enwrtnlllhat tbc..: lo.'lllS nn: nppllcd unt) to IIDIISing. 
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demand for loans. BRAC should iiiiiCStigate whether a similar set of reasons is valid 
for its housing default rate. 

RJ:carnmcndntion: BRAC should resolve its housing loan policy and 
disseminate it to the lidd. So long as the policy is unclear, the program 
with languish and BRAC may unintentionally create resentment. 

Growing L.vger Businmes 
We observed tbat tbe practice of making two loans to one person (or even to auother 
person in the same household) is actively discouraged by PAs. irrespective of the 
ability of the borrower to rc:pny. Whilst it is true that, in tbe past. many mllmbers could 
not afford to repay two loans at once, it still makes sense to give a second loan to the 
C);Ccptional borrowers who ra11. By tbe same token it makes sense for PAs to 
recommend the disbursement of bigger loans (even above the ceiling for that particular 
year) where the borrower can demonstrate the ability to repay. 

Recommendntjon: PAs and branch managers should be encouraged 10 

find the "exceptional borrowers" who can afford to take out larger 
loans, or more than one loan, to further develop Lhelr businesses. 

Recommendmlon: We recommend that BRAC experiment with higher 
loan ceilings for members with good repayment records. To this end, 
the head oflice must be clear about Its policy that any borrower may 
receive up to ~o general loans and a housing loan. Some staff Ill tl1e 
fluid incorrectly interpret the emphasis on loan collection a.~ a 
discouragement to make more loans. To the contrary. BRAC should 
motivate staff 10 originate Ute highest possible number of creditwonhy 
loans to the target group. 

Recommendation: In order to stimulate the formation of businesses 
slightly larger than VO members currcmly undert.1ke. we recommend 
that BRAC pilot entrtpn:neurial \'0 groups C\lmpri~ed of member~ most 
capable of Stllrting slightly larger enrerpriscs. 

Step 2: Revicw1ng /\PO Trends 
Aging or principal outstanding CAPO) c::tmblc:s the lt!nller to ascer111in wh:tt the trends oi 
repayment arc in the various secrors. both on a global bas1s and an 10dividual borrower 
basis. A branch manager who Ullcks his/her sectorwise APO on a monthly basis is 
well-equipped to direct his/her field sUlff when to "collect hard," and when, and to 
whom, to disburse to. In the APO tracking ~ystem, if a borrower misses a payment. 
the entire principal amoum of tbe loan shows up as "past due. ·• This method allows 
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BRAC to monitor how much or lhe pont olio is at risk at any onl! rune with clear 
1m1egones or lhe degree ol risk. BRAC's own experience dc:monstmlc.> thai loans that 
have missed payrnen~ in the past nrc more lll..ely to miss payments in the tuturc.:. 

Because the non·coopcrmlon period irnpacu:d on repayment nues so drnmntically, il is 
1101 sensible 10 make a straight comparison between June 1995 and June 1996. To 
provide a more balanced picture and to direct .:Ull:ntion to those sectors rhat have not 
reco1·ered sufl1ciently from the non-cooperatiun period, we have locused (10 our IClU) 
on "hat lhe trend$ were prior 10, during, nnd alter. lhe political unrest. 

Secturwlsc Pc:rceutngc of l'rincipol with No Payment£ 1\l~cd 
nnd 

Scctorwtse Distribution of l'rincipal Oubtanrling 

Sttlor ':i orTPO l\onli5>t'd Noml">td Nil ml...,.td 
JIDll! 1996 pa)m11lb PII)'DlftliS pa,mtniS 

Junr 1996 JWII! 1995 Juur 199~ 
,\l!ncullurr II~ 66~ S9$ 9S5 
I rri 1!1111 0 II 0~ ·I-I'~ 82 50 95~ 
ll•hcrit::?" - 6l Ill\; 91~ 9:zffj 
U•·t.>loclUI'oull n 9~ . 65~. i\:l't 74'k 
Couo~tc lndt.ll)trv 2% S8!C 86ll 00\i, 

Srr•ices 0~ 83$ 9ll 79~ 
R urn I T ran!i pon J!O 6Sll: C).lll: 85% 
Rlltlll Tradlna .:2~ 11 t , 90. 85'1 
tood Proce-.>lnJ: 18~ 60ll 89S 8.[~ 

Jlrallh 0~ 83~ 9Sli «<I~ 
lftH~III! s~ 2750 71~ 4~'E 
s.·rlculturt 0.5\'; 7 I X 
Ml\t. l'.l 65~ 07S 80% 
To·r,\1. 9R~ 66'1- HS'f. 8·1 "f 

Nurc : As .11 lwk: 1996. 11\lll •tlll<fi.."l t.:afinJ: IOOIII'i JSIUI.) COIL,litUJoJ :!ll ul tUt;tl ~oia .. it••l IIU~t.lllilillll 
111 June 19% •• ha the u>lwuu 'pcr.:cma:e ul rut.tl plln<.IJW uuL>W>dln$' fur Juru: 19%. tbc mulls""' 
100~ a. .:o;mL h,u bcrlt c•.:lw.I..-J '"" uhlc ~t.l\<). 

,. 

,. 
n.~ S.oor COIIIflOIICIII or Oshm.,. h.ld II 73~. no lllll$o:J p.l)OII:Ilt~ ~ord Ill JuiiC I ~·J4 In June 
I'PI<a. S.10r nL'Idc up l .,.io or lh<; TPO 

NIBL os a c:ucgol) or l~ua \\hen: no ml<r.,.l a) cl~tfG"d Tho: head office, on the 
rcconuuw..t.uaou rrom tbc Odd. d.:c:uks "lao c:tn be ptllaruo lim C:li•'I:Or\ l!l•~tlh , borrower> 
\\hO l~t\-e sufl'cttd i\ dram~u~ loss m uacom.: due 10 a Qt,1Silophc Cc 1 a flood) or dos.tbli!d 
lxlmn,crs f~ll onto Uus o;;ucgor) 

1'!181% 



Trends 
In Januar) 1996. we observed the folio~~> ing: 
• The portion or prmctpal outstandmg with no missed payments continued to perform 

well at 87% versus 88% Slll mumhs enrlicr. 
• The most nouceable Improvement occurred m the irrigation sec1or where I he APO 

with no payments missed W& reduced by 13~ This was lht rc~ull of sclltng off 
the greater ponion of its Deep Tube Well Portfolio, rather than due to beuer 
repayment and collection practices. 

• The shghlly lower percentages of no mt~sed payments in the Agriculture and 
Fisheries APO porttolios is pantally due to $easonal factors. 

• Poultry and livestock repayment registered a I % improvement In the percentage ot 
no payments missed. 

• llousing and Sericullure. however, cominue t(l CMI)i a disproportionnlely high 
amount of risk. relative to their size m TP0.10 

• Rural tradmg which absorbs over 40f of TI"'O continued tO hold a 
disproponiorutely favorable ponion (i.e. over 90~) of no paymen~ miSSed. A 
proportioruue amount ol no-paymentS mis~ would have been more in the region 
of60%. 

% TPO with No Missed Pnymcnllt - J auuary- September 1996 

'l'otn l (t\11 Jnn l'cb lllu.- Ap r 1\flly Ju&l July A ug s~p 

c.cctors) % "0 .,. 
~. ~r <if % % ~ ... % - -

uo missed 87" 86% 29% 42~ }5~ 66$ 71% 73% 76% 
pnnnents 

By March. owing to the political unrest, the overall APO wuh no mi~~ed payments fell 
to 29%. This is the same level of no· m~setl payments 1hat BRAC had in August 1992. 
By June, itlmprovetlto 66%. by August it w,t~ 71%. anti by September It was 76%. 
Wlulst the portfolio is continuing to improve, the rate of the improverncm is slowtng 
down Around II~ of borrowers have lUll yet aught up to 1hc1r January levels 01 on 
time loan repayments. Our imerprctatiun i~ thmleast well-off borrowc~ are unable to 
recoup 1he income lost during the non-coopcratiLm IICnod. 

The seetorwisc no-payments miSSed table above shows whtth sectors were relatively 
r.:~ilicn1 to 1he pohucnl unrest (e.g. f~herie,;), wluch sectors were hardest htt 
unmcdintely 0 .e most sectors). nm.l which sectors suffered with a lng (I.e. trngullon 
.tmJ housing). II should not be surprising that lu,Jusing was partlculurly h11rt1 hll ;tS most 
borrowers who have a housing loan. nlso have an 1ncome genemting loan which they 
were also past dut: in The burden or "tlltchtng up" on both pout dues w~ therefore 
too heavy for many borrowers 

TI..c llapmpon.orLtlc conccntmtron of mlo. rn IJICS<: so:ctors IS di:Uirlcd funllc:r 111 St'P l or our 
J\!l.li)SIS 
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Loan Repayment l'attcrns (June 1993 - September 1996) 

l}ru.t Due Jun.93 Jun.94 Jun.95 .Inn.%" Mor.96 Juo.96 Scp.!l6 
0 70% 84% 87% 87% 29% 66% 76% 

1-4 7% 4% 4% 5% 60% 20% 10% 
!payments 
5-12 5% 3% 3% 2% 5% 6% 4% 
!payments 
13-26 5% 3% 2% 1% 2% 4% 4% 
loavmcnts 
26-50 7% 3% 1% ~~ 1% 2% 3% 
!payments 
over 50 5% 1% 1% 1% !% l% 1% 
!payments 
NIBL 3% 2% 2% 2% 

.,,. 
-"' 2% 

~OTAL 99% 101% 100% 100% 100% 100% 100% 

(alsu sec Appendix 7 for monl.llly APO cr~uds for Sept 1995 - Stpc 1996) 

Until January/February this yeru-. the loan repayment pattern held steady at its much 
improved June 1995 levels in the various APO categcme.s. In Marcl1. however. the 1-4 
paymentS overdue category jumped dramadcally from 5% to 60% because of the 
political upheaval. Between March and September. Lllc dat.a reveals a signiftcam 
degree or catch up in the 0-paymenls nussed and l-4 payments missed categories. 
However. because of the inability (or unwillingness) of son\e borrowers to catch up 
altogether, there has been a worsenmg of the 13-26 payments and 26-50 payments 
missed APO categories. It is probable that by March 1997 we will see a slight lncre;~Se 
in the over-50 payments missed APO category for the same rell5on. 

The inability of some borrowers to rcmm to their pre-March repayment level in no way 
retleots on Lhe efforts lll.ade by BRAC st.aff to recoup pasl dues. On the contrary. 
URAC" is making every effort to return to February 1996 levels by c.'lfly next year. 

S1cu 3i Assessing the Concentration pf RjsJ,JDellnqucncy in the J.oan Portfolio 
The third step in the loan ponfolio analy$iS is to compare the concentration of sectors 
with the slowest repayment with their overall distrlbulion of the loan ponfollo. 

For the purposes of assessing the concentration of risk in parlicular sectors. we have 
chosen 26 or more payments missed in any particular sector as an indicator of 
subsmmial risk. This is because risk increases more than proportionately as the number 

• of missed payments increases: the more payments missed, the more I ikely it is that the 
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borrower will ever catch up. :t Non-imerC$1 bearmg loans (NIBL). which consmuu:s 
2 ~ of the: overall pruu:ipal outsl3nding. have all been taken to be greater thiln SO 
payments overdue. 

Princ:lpul Out:.tunding th:ll Mh.wd More than .!6 Paymcut:. 
September 1\196 

Sf.CTOR > l6 mlutd ~or> u ~ nf> 26 S«tor u c; tolal 
pli)IMIIIS m~p.,~mrnt rni.IMtl pOr1/oUo 

<Tak:t) 0£1LidiDI N!Bl. pa;nnmu 
In tJC:h \et:tur lnshul.ina StBI. 

lneadl~or 
Audcuhure 10-69~.625 7lf Cl* 10\t 
lrrl2a11ou 371.579 O~t; ::!% II!' 
H'he:rlts 13.971.960 ?9! 11 ~ 6~ 

l.hc.tod<ll'oullr• 8.383.146 "" 12!10 9~ 

ColLI~<' lndustn 1.4S7,182 1!0 2$ ~~ 

Sen-let<~ 114.6.56 0~ 0~ 0!1; 

Rural T nuiStlarl t .IIJ7.~ llt :!$ 4~ 

Ruml Tradh12 Z0.(>(>6.773 14~ ns .w~ 

.-uotl rroccs<lnu 1-IASDSO 10~ 1610 I ?a 
lleJ~It It 37.803 • I)~ 01; 0\{ 
Mlstcllnnoous 258.885 0~ ll$ I~ 
llouslnu: 23.828.4~ 1611\ 19~ s~ 
Uaor 763.165 ~~ llt lot 
Sc.'l'icult urt 42~.225 Oi ·~ 0'; 
I ot~l l!'l.IIS,SS6 100'6 

(lnclutlint SS.474 tlr l~ !\IBL ts 
M.BI.l lnchukdl 

PritlCipal with more than 26 paymentS past due increased rrom 4% of the IOta! loan 
portfolio in June 1995 to S% In June 1996, mostllktl)' due to the non-cooperation 
pertod These perccnLDgcs include non-mtcrc~t bcarang loans (NIBL) which constituted 
2% olthe loan portfolio both in June 1995 and June JQ96. By Scptemhcr IQQ6 the 
pcrccma!!c at risk (i.e. m·cr ::!6 paymenu p:u.1 duel had risen to b'l' of the toul 
principal out5tanding. Even at 6%. the portion ot the ponfolio at mk ts less Lhan it 
was m June 1994 where APO > 26 payments missed rcgtstered at around 7$ of the 
total principal OU!SLDnding. 

!I 
Ct=t~. risk increases not w1l} 11111t Ut.c numbc;s c>r p;t) "'""s miSSCd. but also 11 nh tlte number of 
\\ctU miSSI:tl I' or C.\llmple. tf SO p3) =nt~ ,~~ nusscd but 120 \\CCks h:l\·c p,mcd stnce tiN: 
borrower la$1 n101d~ ~ J'ol} mcnt. the cb;t.nce of rccc>ttpltl! 11wt loan I$ <'Wtt more dlntuiUitcd We 
;address lht> tsme latet 111 Ute ~~X~• on or rqJOtlmg tttndJ ~nd wmm.uy n:poru 
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In assessing the eonccnucuion of risk across sectors. il is useful to compare tile ponion 
of poor performing loans In a sector with same sector as a percentage of th¢ total 
porrrolio. For example, all else constant, we would expect housing to carry around 5% 
of the risk in tl1e low1 portfolio because it occupies only 5% of the total principal 
ouiStandmg. As discussed earlier, this is clearly not the case. Housing continue.~ lO 

represent the highest concentration or risk with the APO > 26 paymentS registering 
16% of the total low performing loans (see lllble above). This rises to 19% when 
NIBL is included. 24% of the housing portfolio consist~ of loans thil! have missed 26 
or more nayrnenrs (see table below). This is. however. an improvement over last year 
where AP0>26 paymentS missed totaled 35%. 

Out of BRAC's four sectors which it has chosen ro support :~ctively. only Agricullure 
has a proportional share of the poorly performing loans that is in line wilh ils share in 
the overall loan portfolio. BRAC's improvement in the management of iiS livestock 
portfolio resulted in a 6% decrease in portion of the livestock portfolio that hnd missed 
more than 26 paymenrs. ln June 1996, 16% of tlte portfolio had more than 26 missed 
paymentS versus 22;(, in June 1995. However. livestock still has a greater percentage 
of poorly performing loans than its share in the whole loan portfolio. 

The portion of poor performlng loans in tl1c scriculwre and fiSheries sectors also 
exceeds the proportion that those sectors occupy in total principal outStanding (TPO). 
This is of concern as BR.AC Intends to grow these sectors in the future. n 

Note that B;tor \\I!Jl C:.\'Ciudcd rrom the Osha11CS ponfollo Ahhough 11 onl> occup1cs 1% ofth~ 
totul prinGIPIII outslnndtng.n occup1cd 12%of APO > 26 \\C<:k~.imtlth~rorun:$huuld be 
\\;JIGhcd if BRAC Intends gro\\ing thiS compon~nt uftho Oshcnes scctof 

c:\tQSoffitelwmwordlaiSbklbangladcltcport96 doc JJ 12/S/96 



APO > 26 payments plus Non-Interest Dearing Loans ns a Percentage of 
Each SectOI-'s Loau!•ortfolion 

Sector Sen-96 (A Seu-96 (II) Seo-96 (I) &!!>·96 = A+B 
Tnlro NlUL as c;;, prindplll > 26 pnymenls as 'll> > 26 payments 

auLStnnding in the prindpal ouLStanding plus NtBl ns % 01 

5l'ClOr In I he Sl!l:lor ~or 

Acriculture 3.203 I~ 4% .5% 
lrri~dlillh 2.896 l9% 12% 61~ 
Fi~hcfi<, Z.3 1) 21 10 I'" • .c 

l.ivestoc:k & 9.435 45t 4l'i 8ft' 
Poultrv 
Cottnue Tutlustry 1. 175 3~ 4lli 7% 
S«vli:J!~ 57 1% 2~ 3~ 
Ruml Tam~>Dilll 2,521 3'1: ·~ 4~ 
Rum I Trotliuc 14.739 1\t 2~ 3~ 

Food Procc.5sin~ 9.42~ a •I Sf; 6~ 
llenlth 23 I~ I \to 2~ 

Ml&cdlnncoU> 1.591 7~ 1% 8~ 
Hnll'dUJ! s 347 ~·· .\ 20~1: :!J~ 

~~rkulmro: l,:!n 7'< d I:!<,;; 
Tow 55.~74 

(al$\l sec Appondb< 8 for ec:uup;uisons w Stprember 1995) 

Despiu~ the fact that Irrigation represents a negligible amount of TPO. the fact th;u 
61% of Lhe eJtisting portfolio is seriously overdue should act as a warning to BRJ\C Lhat 
reinvestment in Lhis sector should be discouraged unless sl!ong evidence point.s 
management LO the contrary. (If these are DTW loans, BRAC needs to make iLS books 
consistent by removing them from the A PO records). 

Rural trading, by far, holds the least amount of low performing loans (23%) relative to 
its sire in the loan portfolio (44%). Rural~.rading and food processing which roget.her 
rcprc.~enL 61% of the total pr1ncipal outst.anding both have relatively low exposure. 

Adeguncx of Loan Loss Reserve 
As of September 1996, artd a!\erthe charge•offofDTW's, the combined RDP and 

RCP loon loss reserve stood at Tk 186.7 million for RDP and RCP combined This equals 
7. 7% of the total loans outstanding 

1'his liable looks fll how mueh or each $te!Or conmts or poorly pcrfom1ing loans 11 does 001 Ulkc 
into accouoH eathcr the: o' ern II portion or tloc sector w the loan ponfoho. or the ttlllllli!I\Ount or 
poorly pcr(ormong loans. 
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To evaluate its adequacy, the following te~t was made Tier 1 identiiies those loans 
thm should be on non-accrual. 100% of total loans more than 100 weeks past due and 50% 
ofloans more than 50 weeks but less than 100 weeks PiiSt due. The Tier 2 LLR is for 
future umdcmified esumatcd unoollcctablcs. Bused on recent strong collccuons, we 
estimate 3% of total loans oubtnnding. 

Tier 1. 

Tier 2: 

Non-Accnaal Loans (September 1996) =Identified likely uncollc:ctables 
1 00"/o ofNIBL Tk 55.5 million 
100% ofloans>100 wk past due Tk 12 9 million 
50% ofloans >50-100 wk past due Tk 13 8 million 
Sub total Tk S 1.4 million 

Doubtful Loans Cnc:cnral status)~ Unidentified estnnatcd uncollectables 
3% of loan outsurnding as of September 1996 
RCP Tk 51.7 million 
RDJ> 
Sub-total 

Tk 21 I million 
Tk 72.8 rnlllion 

Total Estimated Satisiactory Loan Loss Reserve Tk !54 2 mjmoo 

Actual LLR as of September 30, 1996 from the 'RCP & RDP Balance Sheets: 
RCP 1'k 184.1 mtllion 
RDP 
Total Loan Loss Reserve 
Less. DTW Charge-Off 
Remaining LLR aner charge-off 

Tk 60.0 million 
Tk 244,1 mtllion 
<Tk 57.4 million) 
Tk 186.7 million 

LLR aficr charge-off:: 7 7% ofloans outslallding 

Even after the Dnv charge-off, the LLR balance ofTk I 86 7 million is sufficient to 
cover expected losses from uncolleetib!elonns.z• BRAC mJnJgcment m~)' wish to 
mnintaan the 2%-of-disbursemtnts rule for the annual loan loss provision, but this may 
prove to CXClled actual loan losses (sec Appendix 9 for DTW up-to-date position). 

Recommendations: 
Place I 00% oflonns thllt are over I 00 weeks past due automatically 
onto NIBLwith the gonl of extending to aU loans more than 50 weeks 

To d.'\le, 560 oftbc 710 DTW's have been sold BAAC is cons.:a'\'lllhcly ~'lklng lite Cull oh:Jrgc· 
orr uow, nnd 100% or the fu111rc menue from selling l.bc rcmruning OTW's \\•ill be L:lke.n II$ a 
recovery and shown 35 RCP comings. 
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past due. If BRAC collect these loans with accrued interest, then the 
additional income may be recognized at that time. 

2. Prepare a one-page summary statement oft he Loan Loss Reserve on a 
quanerly bnsis thnt reconciles the balance sheetligure with the 
treatment ofvurious loans 

2.1. 7. Review trends in portfolio comoosition relative to model branch and long-term 
projections (see Appendix IOa- IOcl and lia-lld) 

Membership: 

Loans: 

The number of VO members stood at 1,385,605 in June 1996 
compared with J ,200,160 in June 1995 (i.e. a 15% increase). The 
target for the year 2000 is to have 2 million members. If BRAC 
continues to achieve a 15% growth over the ne.xt three years, it 
will reach a wgetof2,107,332 members by June 1999. At a 
global level, membership is well on target. 

The internal wgeiS for the number of loans has not been reached 
although taka disbursed i!i above target. This means that BRAC is 
overesumating the number of loans and underestimating average 
loan size. 

Average Loan Size: BRAC is cxo~'edlng targets for average loan size. The average loan 
size in June 1996 was Tk 3,621 whereas the target for 1996 was Tk 
3,300. Tite higher average loan size is due to BRAC raising t~e 
loan ceillngs on first-year and second-year borrowers. This caused 
a noticeable increase in the actual average loan size ih young 
branches. Jlowever, in older branches, BRAC's average loan size 
was lower than tpe original model branch expectations. The reason 
for this is a positive one: BRAC got rid of inactive members and 
replaced them with first-time borrowers who had a lower loan 
ceiling. WiLh its h1gher qua lay ponfolio, BRAC is well po1sed to 
achieve its 2000 year mrget in its RDP (IV) LFA or an ave: rage 
loan size ofTk 4,500. 

Disbursements/ 
Oul!llandlngs 

The term mix is almost completely one-year loans, which means 
that loans do not build up on the books. Therefore, disbursements 
and outstandings will show the same general pauern. This is true 
for the period o(June (995 tO June 1996 where tOtal OUtstandlngS 
rose by 34% and total disbursements rose by 36%. For the last 
two years. loan outstandings were above budget in branches 
younger than 4 years, and well-behind budget in all the older 
branches. 
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Branch Operating 
Costs: Historically, branch operating costs have been above the original RCP 

budgeted levels. The 1994 performance was improved, but in 1995, 
branch operating costs were quite high: Year 7 and 8 branches were 
25% more expensive than the RDP model branch targets. BRAC may 
have intended this in order to improve loan collections. Through 
September 1996, costs appear much more in line with targets. Most 
branch-years arc close to or under the RCP model, with the exception of 
Year 4 and Year 9. Newer branches are generally more efficicm that 
older ones. 

2.1.8. Adyjsc on changes regujred to trend and summa!)' re.pons for BRAC 
mannaemem and for external donors. 

Recommendation: BRAC has righlly suggested that the Computer 
Department should re-program the APO report so that it records the 
number of weeks that a particUlar paymem is overdue, rather than 
counting the number of payments and assuming that an equivalent 
number of weeks exist. As time passes. the number of weeks past due 
increases more than the number of payments. 

We agree fully with this suggestion and have checked with Computer Department 
whether they can easily add this information into the current report format. We also 
agree with Computer Department and senior BRAC credit staff that it makes sense 
from a cost-efficiency point of view to include this information going forwards, rather 
than adjusting all historical data inputs retroactively as well. From next month, this 
infornlation will be included in the APO report. 

Addhional suggestions on changes to be made in the trend and summary reports are 
included in other sections of this paper under relevant headings. ln particular please 
see our extensive comments on service charge recovery. 

(C) Brnnch Profitability and RCP/BRAC Bank Viability 

2.1.9. Review branchwjse financial performance and the indicators used by HO and 
Branch Managers to Identify problem areas and measure improvements between 
periods. 

The Accounts Department reports several key performance ratios for each branch. 
BRAC intends to make managers In the field more cognizant of their importance and 
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has alrendy begun the process through a first-round of financial trnimng. TiltS will be 
followed up with a more unplementation-based financial traming course next year. The 
following live ratios measure (I) productivity of staff, (2) operating elticiency of non­
staff operating costs. (3) protitnblhty, (4) fundang posiuon, and (5) yielll on loan 
ponfolio. 

I. Salary el"pl'llse as a Percemage ofToral Loans Oursranding 
This ratio measures the producrivily of staff because it compares salary 
expenses with the loan volume produced by that branch's staff. The 
lower the ratio, the more productive the branch. 11tis rauo measures 
only dae starr costs associated with the credit function. not the smff costs 
associated with sector development and other programs. This efficieney 
ralio is commonly used by credit institutions whh branch/delivery 
systems. 

2. Other Operaring E.rpenses as a Percemage of Total Loans Oumanding 
'lltis ratio measures operating efficiencies in the non-personnel and loan 
expense areas. Simtl<tr to salary expense, branch operating expenses 
direclly affects the branch's profitability. The lower the roitio, the more 
efficient the branch. It is assumed that branch managers have control 
over these expenditures. 

3. Operating Surplus as a Ptrcemage of Total Loans Ourstanding 
This ratio measures profitable deploymem of assets. The higher the 
ratio the more profitable a branch. For purposes or consistency In 
measuring the credit programs within the branches, the denominator is 
total loart.S outstanding and excludes fixed assetS. This means that the 
assets connected with the sector or other programs are 1101. included and 
lhat the ratio of profits to loans only is calculated. Since the income 
measured IS interest from loans only, this is nppropnate. 

4. Savings as a Percentage of Total Loa11s Outstanding 
'111is ratio measures the level of member savings to loans ourstandang. It 
shows the abilit}' of the branch to fund loans irom Its savings fund 
Since the cost of member depo$iLS is 3% less than the cost of the loan 
from HO, member snvings allow branches to increase their interest 
spread or "interest margin" and thus increase net surplus. The higher the 
percentage the better. 

5. Interest Income as a Percemage of Tarat Loans Outsranding 
'111is rauo measures the yield on the loan portfolio. It is a quick way for 
a manager 10 look at overall intcn:st rate on the portfolio. Since BRAC 
has only two different types of interest rnll:S. If tht: rate is lower for a 
panicular branch, at md1cates a larger number of Housing Loans or a 
rapid growth In disbursements in the period measured. It could also 
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indicate a signilicam number or loans in the NIBL cat~:gory, since this 
income is not accrued, but is only recognized when it is received. 

The reason to use ratio analysis is the ease it offers in comparing performance across 
branches. These ratios 111ake It easy to compare efficiencies among branches. Ratios 
allow comparisons while taking out the particularity of wide varimions between the size 
of individual branches. l11ls Information can b~: used tO conduct "peer" comparisons 
between branches or to consistently measure performance to agreed upon lllrgcts. 

The table below shows the six-month ratios; therefore all ratios except Savings-to-Tom! 
Loans will approximately double for a twelve-month period. 

A ,·ernge Ratios By llrnnch Y ~tar15 

Jon -June 1996 

Br.tnch Y cnr Sulnrieo;/ Other E~pl Pro fill S1wings/ lnt~ri!St Numb~r or 
Tot11l Lonns Tot:1l Total Income/ UrnnChC$ 

Loons Lo:tf\1 Loans T. Loans 
RCr•-11 1.9~ 3.8~ 1.0?£ 3•1.455 9.0~ 10 
RCP-10 2.6~ 3.4~ 3.6% 42.0% 10.8~ 20 
RCP·? 3.0% 3.7~ 2.1% 40.8% 10.25\ 20 
RCP-8 3.4 'X 4.2~ • 1.0$(, 3~.4% 10.1~ 20 
RCP·7 3.1 S> 3.8, 2.0% 41.S% 10.6\l 31 
RCP·6 3.0% 4.0~ 2.8% 39.4% 11 .3 \l 3() 
RCP·S 2.8% 3.4% 3.9% 40.0% ILS\\ 23 
RDP-4 4.1% 4.2llt 1.6% 4S.O% 11.9% 20 
RDP-3 4.8'k 4.210 (14%) 39.2% 9.6% 49 
RDP-2 7.8 5I. 5.9~ (6.1 ~) 30.0% 9.6~ 40 
ROP-1 145 % 109~ (257%1 62.0~ 34 

As in the January - June 1995 period. salaries as a percenmge of loans is higher in the 
younger branches. This is because of the smaller amoum of loans outstanding, and the 
start up and developmenml nature of th~: RDP Branches. 11te exceptionally high 
percentage in the first-year branches is because there nrc usually very few loans in a 
stnrt up branch until the second half of the year. By the end of 1996. we expect this 
ratio to be t.lralllOIIC:llly rcducct.l as rhc total loans ourst.1nding (i.e. th.: dcnomilmor) 
increases substantially in the second half of the year. 

Over the past year, U1c salary/tollll loans ratio for the RCP Branches held steady in the 
2-4% range (equal to 4-8% annually). Pnor to January 1995, this ratio WiiS around 11 -
12%. The numbers correspond with BRAC management's strategy of reducing branch 
expenses. 

For comparison, this Accounts data Is rolculated tile s:tnlt wny is our December 199S n:pon: 
These brnnch opernting c.~penscs inclucle a?% cost or funds paid to BRA C. but do not include 
till! 6% ~t or rncmbc:r savings. Therefore, future compnrlsons must be :man: or whm COStS w~rc 
inclvded and which wen: not 
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The major expense in a credit delivery 5)')ttms is personnel. In the period rev1cwed 
approximately 43~ of the tot:~l branch c:o>pcnses :tre in ~ics and benefits. This is an 
improvement over the cumulauve ROPIII h&urc ofappro;~~imately 60% of toUII branch 
expense~ personnel costs. Last year, the figure was at 50%. 

The trends shown in the Other Expensc)(l'otal Loans is equally positive with trends 
~howlng a reduCltion to nround 4-4.5% (equnl to 8-9% annually) hom II% two years 
ag<•· Compared with last year, this ratio imwovcd slightly for older branches nml 
worsened slightly for newer brnnchcs. 

The profitability rntio as well as indtvidual branch income SUitements revcul a much 
improved po:;ition over last year's numbers. In June 1995, the profitltollll loans rauo 
lot all branch-years. e"ccpl years 6 and 9, Wi1$ negative. This year. on I y Y c;u I, 2, 
lind 3 br.tnch~ had a oogativc ratio. This v:ut improvement can be :mributed both to 
the higher number of loans outsl3nding as welt as the lower branch opcraung costs. 

2.1.10 ... Msess and advise on nlanoed lmroductlon ofcomouters at Br4nch h:vcl. 
jncludiog phasing oyer RPP IV and tmjojog requirements. 

BIMC docs not Immediately plan to Introduce computers at the Branch Level. 
llowcvcr, the Computer Department and senior executives in BRAC lttkuowlcdgc that 
such a need may become more pressing in the futuro. The head of the Computer 
Department m[ormcd us that Gramcen is having difficulties with implementing 
cxperimcnl31 projects with computers at the branch level. Our inlcrviews rcvcnlc:d the 
following two main difficulties: 

I. logistical problems, for exnmple, how to get technical experts out from head uflicc 
to the geographically dispersed areas to assi:it with hardware and soflware 
problems: 

2. tnfrasLructurc problems, for example due to the lack of electricity. 

i\ccurdlng to the head of the Computer Dcp~rlrnclll, DRAC's pilot project In 
M:uHkl':llnJ Brnnch failed for these reason~. as well as the tack of adequate skills at the 
brandt level. This !alter reason, however, is probably more due to the lacl.: of auequate 
trnin.ng than anything else. 

We see four reasons why not much has happened in computer decemraliu11on: 
I. Tltcrc appears to be a lack ol momentum/commitment at the bead omce level to 

make this a high priority. There i:i no champion currently pushing for 
C<lmputcrization at tlte branch level. In ::tddition. in as far as we can tell, there is no 
demand for computerization coming from the Branch level. 

2. HRAC still seems unclear as to exactly what it wnnts the branch level to do wnh 1ts 
computers. Should the decentralized computers be satellite dal3 input Sites only. or 
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is son1e level of data processing and control over information feasible at the 
branch/rcgaonal level? 

3. The technicnl and logistical difficulties are possibly off-putting to the head office 
computer smff whose work load, at least initially, may be substantially Increased 
during conversion. 

4. BRAC has a "walt-and-see" auitude so that it can learn from Grameen's mistakes. 

Recommendntion: We recommend that BRAC clarify first what its goals 
arc in terms of computer decentralization. Is it simply to assist in data 
mput. or Is it to give branch and regional mangers flexibility to analyze 
their own dam to better manage their business? And what are the cost­
efticaencies in both cases? Once tJ1is is done, a plan can be constructed 
to fulfill these goals. 

Recommendation: While learning from the mistakes (and successes) of 
others is laudable, we feel that BRAC could still initiate a carefully 
planned and adequately rcsourced pilot project in the field in order to 
move it closer to its goals as per the rt!commcndation above. 
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2. l.II.Revjew and revise RCP financial model and conduct scnsitjvjJy analyses for 
RCP vlabillty with most recent data and project tons on savtngs and crcdl! 
perfoonance (see Append ices 12 and 13). 

The pre-existing BRAC 20-year financial model allows for manipulating key variables 10 
approximnte recent actual experience. We ran four scenarios based on the followmg 
variables~. 

Scon•rio Lman s~, iul:l' Dr:tncll Opcntling J£ffect Oil! 

Di•tmr$emcnb co.ts I. Le,·clln 
IO\tsrmcnt 
Accouon 

2. Profi121lllil' 

Bru;e Case 1995 Actual ll; 3. 761\\t:ek. 199 S Actual Brnnch ll; 11>5,7 Ill 1999 
Branch 20% withdmw:\ls Pcrfonnancc 
Pl!fformaucc (Jnn.Jun t9\lG Actual Profi~:~ble 

Pcrformnncc) Conunuously 

Most Likely Up 10% Tk 4 01\ICck UpS% n. 96 1 ill 1996 
Cas.: 20% Wllhdm\\u)S . Profitnblc 

Continuously 

Low Fundtn!l Down 10% ll; 3. 76/wec:k. UpS% . Tk 175.810 191l~ 
Cnsc 20% withdrawals 

Unprolilllblo from 
1998 {omnrd 

I·Hgh Fundon~; Up30% Tk 5(\\cck.. 1995 Actu.1l Branch Tk 234 9 on 1996 
Cusc 10% \\1lhdmw:tls Pcrfonuaucc 

High profitability 

And pay !he BRAC 
Y% loa~ 

/.r)t/11-' Out.\Umdm[r. We te.~ted scenarios ofboth increasing and dccrr:nsing IC~an~ 
outSlllndlng Even a slight l 0% de~n:~~c in disbursements, when coupled '' nh a 5~o 
increase in brnnch operating costs, will drive the model to unprofitability Converse.ly, 
\llith an increase tn Sllvings, thorc is nmple funding to accommodate even a 30% rnc:rease in 
disbur~cments. 

In Jddltion. all sa:nnrios illCiud~d the common assumptions; 
• climinntion of GTF; 
• gradual mcreusc m fun~ a1'llilublc to RCP ns BRAC repays the RCP inl'cstment m the HO 

bwlding from 1996lhrough 2000; 
• no intcrcsr paid on rht BRAC lo3n. 
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Su••m~:~ VO members' savings are nn essential funding source for future loan growth 
At the current savings luvels ofTk J. 76/wcek and 20% withdrawals, BRAC nc~rly 
el<hausts its investment a.ccollnt in 1996. Lf savings levels decline, then RCP will run out 
of funds to grow the loan portfolio. Given the sixe of the RCP loan ponfolio, by l111e 
1995, BRAC had lent out all of the front-londed donor funding for RCP and was relying 
on members' savings as a funding source 

Brauch Operating Costs: RCP's branch operating costs have been higher than originally 
modeled, but hav1: been oft"set by above-budget interest income. lfloan disbursements 
decline l 0%, then a 5% increase in branch operating costs will drive the model negative. 

Lowe5f Lew/ i11l11vcslme111 Accounl: RCP's Investment Account represents the "idle 
funds" r~:maining after loan disbursements, capital investment and C/Cpenses The lower 
th.:1nvestmcnt Account, the closer RCJ? is to using all its funds for other activities. When 
the Investment Account is negntive in the financial model, it means that RCP would need 
10 raise this level of additional funds to supply lhc given level of loans, fixed assets and 
expenses. 

Based on the scenarios we ran (which arc approximntions of 1995 branch-year 
performance), RCP remains financinlly viable and sustainable. Even ifloan volume 
increases, RCP is self-funding if the new savings policy is achieved and branch cos1s are 
controlled. 

RCP actual performance has strengthened considerably over the last few years. 

RCP BRANCH INCOME and EXPENSES 

Item (Taka million) 19.92 1993 19.94 1.9.95 9196 

lmen:st Income from J..oans 89 109 159 27& 298 

lntcre.t Paid ou Mc:tubcr Svgs J7 21 IS 1 1 

,. . . I .. .... . . . 
· "'~-"'--· , -u • 

• • 

Lo:.n Loss Provision 8 IS 24 43 41 . ... . ·z:. . 

Brunch Op"jj &pc1~<.cs Sl 83 96 t64 117 

EJ.cc.~ 111' h.C:Clmc over 13 (10) 2:! 71 140 
Expenditure 

hem 1992 1993 1994 1995 9196 

9% HO Fund 57 16 84 ? ? 

AtljtL~t«< Nee Income (44) ( 86) ( 62) 1 ? 

These ngures exclude mvestment 1ncomc at the HO level whcch increases RCP Iota! 
profitablllty. ___ .. _ 

-..- ..---
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2.1. l2.ldcntifv key variables and performance benchmark>. both for BRAC 
managemem and for Inclusion in revised reports to donors. 

Please also see Lite relevant sections in our discussion on Cost-Recovery and Branch 
Profitability. 

Benchmarks are indicators that branch and regional managers can strive towards, as 
Well a.~ being a performance measurement tool for all management. A useful way to 
pick benchmarks that are within the reach of most branches is to pick the ratios or the 
best perfomtlng branch (or set of branches) with similar characteristics to the branch 
whose perfonnance you are trying to improve. An example of benchmarks for older 
branches can be taken from the Branch 10 Year. 

SAMPLE 
(liual benc.hmnt•ks may be different thllu these) 

J<ey Rncios 

Salariesrrotal Loans 
Savingsrrotal Loans 
ProfiliTotal Assets 
Yield on U:!ans 

llenchmnrk Perfomtnnce Rntio-Year 10 

2-3% 
40-42% 
3-4% 
9-11% 

Recommendation: We cominue to recommend that BRAC management 
work to devise useful benchmark ratios for branches by years andfor 
type. To make the single ratio report most useful, it should include an 
APO ratio, In addition to the four cost rntios already discussed. 

Recommendation: We recommend that all various ljg[£ of the 
information: senior management, wnal, regional and area office 
managers should be comformble with using r.uios ns tool of performance 
mcasuren1em. 

(D) Management Responsibility 

2. L.l3 Review progress in delegating responsibilj1y for financial performance and 
developmem outputs to Area Office f Brnnch Managers. 

Last year, for the first time, BRAC set its annual internal targeiS begiMing with the 
Area Managers. The Area Managers (AM) submitted a proposed annual target for both 
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tinanctal and sector achievements. Through discussion with HO and the RMs, this 
target was negotiated and refined. Last yc:1r's experience taught BRAC that HO should 
develop an tmernal mrg~t for e~ch brnnch before staning Brnnch-lcvcl discussions. 

Recommendation: We recommend that BRAC continue to develop 
annual targets and budgets beginning at the branch-level. Although this 
is a diflicult Cllercise (at first). we think itts invaluable over the long­
term in developing managers. Other microflnance organizations have 
found it may mke 3-5 years before the first-draft budgets are accurate 
and tmmediately useful for planning. 1l1is process is quhe helpful in 
aligning staff understanding of the organization. 

This budget-setting process indicates management's imcrcst in dele!laling rcsponsibtlity 
to the brnnch level. We inquired (as best we could through translmors) about the 
degree of local autonomy. We were told by both AMs and RMs that management doos 
not "foist" the wrgets on the branches. As an example, we were LOtti there is room for 
brnnoh managers to request additional sUifling if necessary. Resources are nOt 
"rauonedn or held back from branch managers who coultl use them profi!abilhy. 

Financial Training 
BRAC understands that dc:ceturoli.t.ation's meaning is lost without branch and regional 
managers having the necessary skills and u-aining to perform effectively. BRAC 
currently offers training throu&h Office Management Course and Finnncial Training 
courses. The training, however, should be more BRAC-specific and r.ailored to rhe 
BRAC program as much as possible- otherwise. the training will be lost in tile piles of 
essemial recordkcepmg that the licld managers are alrcndy responstble for. The case 
material should be immediately applicable and based on the data currently collected in 
the field or regularly available from HO. Any reports that must be processed in the 
HO Computer Ocpart.ment will, for the forescc:ablc future, have a 30-60 turnaround 
ume. Therefore, any analysis or reports to guide ncar-term actions must be based on 
available brnnch-levcl information. 

In a1ltlitilln t•l flnanci:\ltrainint:. 11cld st;~ff ~hClUid ICIIll.: for llflfmrttlnitil.'~ tc'l t:rc.atc 
devclopmcm impact. This means they need to develop the instght to see the 
opponunity. the empathy to encoul'3ge members to advanc:e, the: capacity to develop an 
appropriate combination of credit and technic;alli$Sistance, and the management 
oversight systen\s tO eullivatc this environment and check the progress tOwards that 
goal. 

The critical sktll is how 10 "bring along• a borrower; how to make a joint cornmitmem; 
how to help the YO member see that tln: bcnefiiS of BRAC savings and borrowing 
disotpline have knock-on benefits in other areas. Techntques for training courses would 
include: 
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• Role play: As many of the important relationships ns possible: Branch Mannger-
to-Crt:llit PO, Credit PA-to-VO member, Credit PA-to-Sector PA 

• Case studies of seizing the development opponumty (loan for 2d or 3d cow) 
• E11chunge I Facilitator 
• Video 

Recommendation: 1l1e Regional Managers, too, should nuend the 
trnimng, so that when they visit the bra11ches in the field, they are 
requesdng th~e new reports or new analyses, and therefore reinforcing 
the training. 

Branch StaWng Structure 
BRAC will re-a~ign the Sector staff beginning in January 1997, allowing the Sector 
PO's to specialize in a single sector. The trade-off is that each PO must therefore 
cover four branches. This change is pictured in Appendix 14. 

The montl1ly "tssucs-bnsed meeting" among YO members is now called Gram Shnbha. 
The Gr;un Shabha intends to mclude male members of the family, such as husbands or 
brothers. In addition to the VO members themselves. (Only YO members were present 
at the particular Gram Shabha we auended.) BRAC's earlier versions of this program 
covered a broad standard outline of topics, whereas the current preferred approach is to 
encourage the members themselves to select the topic. 

BRAC has structured these meetings to increase their practicality and immediate 
usefulness. After discussion, the Gram Shabha should result in an action plan for an 
•• hnph:rnent.ation commitlee" to act on. each Gram Shabha begins with a report on tlle 
progress of the previous meeting's implementation committee. 

!-Iuman Rights and Legal Education (IIRLE) is mught by tlle HRLE PA in a one-month 
long class that meets every morning for two hours. The course covers four segmentS. 
land law, citizens' rights law, Muslim law and family law. The 110 Training Division 
has developed the written curriculum for this course so that it is standardized 
throughout RDI>. Each VO member must pay Taka 10 for this course. 

Essenunl Health Care (EHC) also follows a guide developed at HO. The program 
covers the areas of family plnnnm&. health and sanitntion (latrine installation). 
11nmuniz:uion (Vitamm A) and basic curative medicine. EHC PA's organize village 
fora to discuss these subjects, and a Sha.\ta Shablka from the village also goes door-to­
door to dispense medicines and materials. 
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2.1.1-l Revic" re<~opQllb!l!l!cs oi \<lanagers at Redonal. Zonal and l!eadgUjl(!Crs levels 
in relauoo to CAl. I Bl and <Cl nbuvc: 

At the llead Ofrice, I.IRAC is orga1111:cd Willi senior I me management (th.: 2 Zonal 
Managers} and with ~entor ~tafT management (Credit and Savings, S~!ttor Programs. 
Sucial Development. I'SEs and RDP/MIS) This is dingrnmmed in Appendix 14. Due 
10 the rnpid expan~1on 01 new branches in the 1990s. BRAC understllndably ~eks to 
keep them all progr~mg at or above !he budgeted growth rnte. "llti~ requires a lot oi 
central direction at the outset. BRAC senior management recogni.res that branches· 
pcrlorrnance w11! inevitably begrn to V3rJ w11h more time and based lln local market 
conditions. eventually, the \'arintion in performance will cause BRAC management to 
evolve to a d1fierem system. where branches arc grouped either by pcrtormance or by 
geography. 

The key to managing such a large field opcrntion is clarity of responsibility nncJ 
frequent communication. The line managemem runs lrom the D1rcctor of Field 
Optrnuons. through the Zonal Managers and 10 the Regional Managers The stafl tills 
in with ex.penise in panicular subject areas. e.g •. credit. sectors, PSEs. social 
development. There !.S an informal weekly mcctin!t of all the Head Office managers. 
Monthly, BRAC holds n meeting of the entire group, including Rl\ls. f.:.very two 
months. the iull group meetS, including the ~rea Managers. 

Scmor management also often organizes internal meetings by grouping the branch 
mnnagcrs by ~credit-age·•. Sometimes this groupmg mixes branches with qune 
diftcrcnt pcriorrnance.s and with ditiercnt field problems. 

Recommendation: We recommend that BRAC adopr a different internal · 
planning and budgeting mechaniSm that is more logisucally useful and 
financially accurate, such as groupings based on financial performance 
or types of issue.~ experienced in Uac: field. 

The llead Oflic:t nmnagcrs VISit the field intensively. 1l1e 2 Zonal Manager~ spend 12· 
IS days m the field per month in two separate trips. VISiting a total of 8·12 bmnches 
per month. Typically, the local RM accompanies the 7..onal Managers, and they lodge 
at I hi! I! ranch .wcrnighl. 'I he: 110 Sulf r. lilll.l~.:r~ ab" nsit brnn~hcs rc~:ularly. but 
perh:~ps only 50% to 75~ as frequently as the Zonal Managers. 

The HO team knows each other well and trusts each other. Of course, there is a 
possib1!lty or too mnny bosses visinng the tlelcJ, but there is an oftscuing benefit of 
allowing gremer specialization in expertise. The 110 team works to share information 
and reportS before leavmg Dhaka for Reid viSits 

In our opinion. t11e !.hlli:lent emphasis provided by each manager IS a big plus­
ollu:rwisc. there woulcJ be Simply too much to inquire about on each 110 Manager's 
visit. As structured, the Zonal Managers deal with branch management and personnel, 
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the Savings and Credit Manager aunlyzes the linancial producrs. the Sector Manager 
covers program areas, and the Social Development Manager inquires arter HRLE and 
related social developmem issues. The potential challenge is for BRAC management to 
assure that their analytical approach and their measurement tools are similar. 

Finally, we believe it is important thaL DRAC institutionalizes a staff performance 
review throughout the organization. We believe that this is especially important at both 
the regional and branch levels. As a first step, we are :~gain recommending the 
following: 

Recommendation: l3RAC should adopt an annual one-page written 
performance evaluation for branch managers. This is an impormm pan 
of recognizing superior performers and of assuring evenhandedness In 
promotions. 

2.2. The consultants should identj(y any issues which require funhcr indcpcndc11l 
review or study. 0.1: .. the sector orograms. indicating the timing of anv such 
review and giving outline terms of reference. 

We foresee that future missions could assist BRAC with the following subject areas: 

I. Financial modeling of branches based on their financial performance, rather than 
their branch-age. 

2. Financial and Development Coachmg for Field Staff. 

3. rormation of peer groups for members with 1.he potential to form larger enterprises: 

4. Developing a Savings System that is nppropriatc to the BRAC system, but definirely 
moves rhc organization forward in creating new products. 
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POULTRY ,1(. L IVESTOCK: C O.\t Ucw\'CI)' Jnnu:li'Y·D~ceUILIN· 1995 
T lillllilll: E'pcm.:.o. VO Truiutug + SU% (S:tlanc;+GS SaiM}+SwfrTmg+T,>;.T) 

Salar~ &. lll!nofit 
J"r<l\1CJ ~..t Trau.!l.port 

St.an· T "'1mng 
P A S.d ary 

VO Trumang 

Tot~ I E'peuscs 
Scl\i•c Cl1;ugc Rc:tl u.cu 

% Cost Rcco1 crcu 

l3xp.;n•c•: t;.,d. All T1alumg 
s.;,""" Chlll!lC Rc.llii.<:Li 

% Cost Recovered 

120,00D 

100.000 

llO.OW 

.. 
"' .. 
1-

00.000 

40,00~ 

::o,uoo 

0 
Yod! I 

(37) (28) (2~) (122) (2 16) 
\'ear I Ycnr 2 Y<·ur J \ear J 

15,461 2S.S21 19,734 27,740 
4,192 S,33·1 7,7 L 1 12.535 
4 Ill! 71ll ( 1,192) (2.J5~) 

7,25ll 4 I .l!C..J 42,791 45,4111 
~ 134 19.5111 2S, 153 lC..IOll 
Year I Year 2 Yc:tr 3 Ycnr 4 

4!1, !GJ 9u,l1J 94,UOO 1U~.427 

7,148 21,71 4 25,181 42,2 L l 
I!>% n•,. 27% )') '}~ 

Year I Ycm2 Yc~• 1 Year 4 
IS,SIS )$.J$2 31,424 ·11 ,6C>(l 
7,14H 1 1,714 2S,2S I 4l.ll l 

~(,'}~ 57~0 71'!·" I C) I ~-

Poultry & Livestock Cos t Recovery 

Year3 

Prourilm Age 

--Total (xpefl••• 
-Q-Serv•c• Ch••g• Realll.U 

Poultry & Livesto c k Cost Rocovory (exc luding all Traaning Costs) 

120,000 

100.000 

80,000 

•o.oao 

Yeur 1 Year2 Year 3 

Ptogrdm Age 

Year •I 

--ExPM•es btcl AR Trolnlng 
-Q-Servoce Charge ReOJozed 



FISH ERII~S: Cost ltccovc•-y January- DcccmiJcr 1995 
TttuHing. ll.'\pt:ll.:»~ VO Ttitimnu + 511% (S;Lianl:l>+CS S;d:uy •StnJTTrng tT&1) 

{5i>) (18) (71} (2~) (7) (lSI) 
Ycnr l Ycur 2 Yc~rJ Vc;ar4 Year 5 

Sal" I'\ & B<ucli l 15,206 !M,647 19,514 21.21)9 19.762 
Tr.l'clliug ,t TmiL'>IIUll 4,479 7,898 6,903 S,IH6 7,45 1 

I'A Salary IG,S~l 32.21U 31.759 34,616 3U,I35 
Slitll'Tmmlng 3 1 ~ 133 1.117 1,432 IUU 

Trnuuug 10 VO Members •1.106 4,036 7,79·1 111.198 l,uSI 
Year I YCJr 2 Yror 3 Year 4 YearS 

Tolnlli'tlcuscs 40M3 62,1124 67,UX7 75.f>fol 59.U9Y 
Sc"·kc C'h;u 14~ Rc:tlilcd 8,161 22,S7S 22,448 34.523 ll.4U2 

·~., ul CoSl\ rt~co\ c.r~t.l 2.U~O JGU,, )3l}Q It,<}. H'fo 
YCJJr I Yc.1r 2 Ycnr .I Ycnr4 YearS 

lixponws l'~cl All I rnuung 1~.29<1 29,441 2~.M7 J2.7J2 21!.72-1 
s"" ICC Ch:ntto Rcai11.Cd g J(JJ 22.~15 22,443 34523 JJ.'Ill2 

~.l')fC<•~I !( H..~t,;,)\'Cl~d .~j~/1, 7H% 7C .. ~ft, 1 0~%. I I(J'I• 

Fisheries Cost Recovery 

120,000 

100,000 

80,000 

.. ... GO.OOO f! 

40.000 

20,000 
-+- Tot~JI E~pert£M 

0 -o-s.,...Jca Ch.>lga R .. "'"" 
Y~ar t 

Brt1o~h AgC' 

Fisheries Cost Recovery (oxclutling All Training Cos ts) 

120,000 

100,000 

ao.voo 

.. 
~ OO.CiW .. ... 

4(1,000 

20,000 

Yea< I Year2 Ye<ltJ 

Ptograrn Age 

Year 4 r
-+-~pt!nRs EAc.l All TnuniriQ 

y .. , 5 --Sol'nce Charge Rn!jzed 



SOCIAL FORESTRY: Co~l Recovery Janunry-Occcmller 1995 
TQJtun&li.'IICIIOCS VO Trnuung ·~50~. (S.lhllto:..+OS Snlnty+S1011l"Trng•T&.T) 

(~1) (2S) (41) (91l) (199) 
'\'ur l Yc.arl ' 'ear J Yen.f 

Salmcs .~ Benefits 7,124 7,173 6,-167 9,1)51 
T nm:l lk. T ranspotl 16) l,I6S 1,118 J,75Y 

PA S.wuy l.I>SO 14 ,IJO 16,79) 10.43~ 

S1.111' T r:unu111 (JIW} (1,118S) (3.198) (2.123) 
VOTr.wung 4,411-1 27,7lS 111,600 19,870 

Year I Yt:;J.tl Ycar3 Ycar4 
Tollll E.'penscs I 5,237 5U,l08 39,78U SU.91S 

Scrvlc:.: ChMgc RC!IIiz.cd 4,139 I~.SJIJ 25.060 3$,829 
~. Cost Reco>'Cry 27% 37'r. 6l'Yo 70% 

Yc:M I Ycl)r 1 Yc:or 3 Yc•lr ~ 
l.lxpcn$CS l!.~cJ All Tmuung S,317 11,1'12 IO,S!IO 15,534 

Ser\·U;~ Cluuge Reallml 4.ll9 IM,SJO 2$,060 3$,81!1 
"1! Cost Ro:overv 77, .. lb-1% 231".1.. 231".-ft 

Social Forestry Cost Recovery 

120.000 

100,000 

110.000 

;; 
1-

liO.CIOO 

<10,000 

21),000 

a 
v-I Y-2 'IMrl 'lnt<C 

Progr-Age 

Social Foreslty Coal Recovery (excluding All Traming Costs) 

120,000 

100.000 

80,000 

~ a eo.ooo 

20.000 

a ~----------------------------------~------------------------------------~ 
VNtl YU/2 Y11rJ 

ProgrOinAgo 

Ynr~ 

~--~ e.cl Ai Ttanr1f1 J 
--Soryjco Clwllgt Ralllud 



SERICULTURE: Cost Recovery Jnuunry- December 19.95 
Tnuuing E.wcn~cs ~ VO Tnlinlng + SO'Yo (Salnrlc:s+CS Snl:uy+StnJTTmg+T&T) 

(42) (16) (29) (87) (174) 
Yearl Yar4 YeArS \"~ar 6 

Snlaty & Beuclits 32,155 49,781 45,121 54,332 
PA Salary 39,527 59,544 65,782 73,818 

Tn~>-el &. T111J15Jl()l1 17,058 18,302 21,388 20,358 
SlliJl'Training 4,15& 5,895 2.9~3 6,522 

VOTrng 22,927 (10,185) 30,176 31,()()1 
Yt:IJ' 3 Yenr•l Ycnr5 Ycar6 

ToW! El'pc;llSCS 116,425 123,337 165,410 186,031 
Service Charge Rc:tlited 14,130 28,9!10 27,706 28,652 

% Cost Recovery 12% 24% 17% IS% 
Yenr3 Yc.1r 4 YearS Year6 

Expenses E."cl. All Tmwmg 46,749 63,814 66,146 74,254 
Set\llcc Churgc Reulir.cd 4,324 12.091 12.718 12, 167 

% Cost Recovery 9o/o J !1% 19% 16% 

Sericulture Cost Recovery 
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Sericulture Cost Recovery (excluding All Training Costs) 
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COC.XLS 

C osl of Capital fo•· PSE lnvcstmcut 

--
-

l'SE CllJJilul Juveslmcnt 
A\'n:~~~lc fuu~:;om in1~r;:ratc ~=;~or rn~i~~~ Tot:1l 

Poultry Farms@ Tk I 0 million 
#I 1.00 1.00 1.00 1.00 4 00 

#2 1.00 1.00 2 00 

#3 1.00 I 00 

Feed Mills@ Tk 5.0 million 
#I 0.50 0.50 0.50 0.50 200 

112 0.50 0.50 I 00 

113 0.50 0.50 
Prawn Hntcht:ries@ Tk 2.5 million 
111-2 0.50 0.50 0.50 0 50 2.00 

#3-4 0.50 0.50 0.50 I 50 
115 0.25 0.25 0.50 
Seed Prod'n Centers..@.. Tk 30.0 million 
#I 3.00 3.00 6 00 

Tottd Additional Funds 
Available to RDP IV . 2.00 2.50 7 25 s 75 20 so . 
The RDP IV lludf:~cl is inconsistent in reseeclto whether 8 additional sraina~es will be built ln 2000 
The cneital investment line does l!Ql include them, however, the "Surelus/Deficit from PSE's" 
line Item J1ru:.:! assume 8 additional graina~ es operoting in 2000. 

To rnnkc RDl> IV Budget Consistent; 199G 1997 1998 1999 2000 ~rocal 
Witl1out 8 grnlnu&cs -Budgeted surplus !Tom 8 Grainages 
thnt would not be built (6 so' (6 SO) 
Total funding adjustment (mel. above) . 2 00 2.50 7 25 I 95 13 70 



SUMMARY OF PSE POULTRY FARM 

EJ C Ill CJ.I ts Cousumer/ 1996 1997 1998 1999 2000 
Supplier Group 

Thousands of BRAC members B.RAC Members 9.4 10.1 10.5 10.5 10.5 
(chick-rcarers only) 
Demand for DOC's (in 
millions) by BRAC members1 

BRAC Members 11.3 12. 1 12.6 12.6 12.6 

Suppliers of DOC's (in GOB 3.0 3.0 2.1 1.1 1.1 

millions) to BRAC members 1 BRAC 0.4 1.2 I 8 2.1 2.1 
Private Fa.nns 1.1 2.8 62 69 6.9 
Village Hatcheries 2.5 2..5 2.5 25 2..5 
!.!nsnti~ficd 1..1 Z& Q.Q Q..Q Q.Q 
Torn! 11.3 12.1 12.6 12 6 12 6 

Customers for PSE"s chicks BRAC 0.4 1.2 I 8 2 J 2.1 

(in millions) ~Qn-llRA!;; .Q.Q Q..Q Q.Q Q..Q Q..Q 
Total 0.4 1.2 1.8 2.1 2..1 

PSE Poultry Fam1 stalling PSE (field) 4 8 8 8 8 
PSE (HOl 1 l l I l 
Total 5 9 9 9 9 

Number ofPSE Poultry Farms I 2 2 2 2 

Funding Sources Donors IS IS 0 0 0 
Qih.e.c .Q Q. ~ Q Q 

(in millions of taka) Total IS 15 0 0 0 

A Tech meal Constrnints: lnsuflicient laboratory facilites (GOB-owned) arc available to 
diagno~c disease and prevent epidemics. Strict sanitary and preventive measures are esserttial 
for good poultry farms. 

B. Management Constraints. Chicks lllUSt be delivered in a day or they will perish. Delivery 
during nation-wide strikes remains a big challenge. Close coordination between the Pouhry 
Prog111m and the Fnm1s 11nd cfiicicnt distribution system arc the prerequisites 

C. finnnctal CQnstrajnts: BRAC foresees no financial constraints to achieving the production 
goals 

Demand is 1.200 crocks per rearer per year. 
Day-Old Chicks from the Savar Poultry Farm (not operated with RDP-IY f11nds) are 
included m 'BRAC Supply' The 'Others Supply' comes from contracts with priv:ue 
poultry farms. 



SUMMAUY O.F l,SE FEED MlLLS 

EICIUCIII$ Consumer/ U196 L997 1998 L999 2000 
Sunnlicr Gruutl 

Thousands of customers BRAC Members 356 J9J 414 414 414 
(all rearers) 
Demand for Feed (in thousand BR.AC Members 98.0 126.0 196.0 252.0 252.0 
tons) by BRAC mcmberl 

Suppliers of Feild to BRAC GOB 0.0 00 0.0 0.0 0.0 

m~mbers (in thousands of tons) BRAC 1.5 8.7 12.2 IS 7 16.6 
Feed SeJlers 7 ? ? 1 ? 
Unsatisfied ? 1 1 ? 1 • ~ 

Total 98.0 126.0 196.0 252.0 252.0 

Customi!rs lbr PSE Poultry BR.AC l.5 87 12.2 15.7 
t':l!!n-~Rt\~ .Q.Q Q..Q M M Feed (in thousands of tons) 
Total 1.5 8.7 12.2 15.7 

PSE Food Mill staffing PSE (field) I I 22 22 22 
PSECHO) 1 l 1 I 
Total 12 23 23 23 

Number of PSE Feed Mills 
. I 2 2 2 

Funding Sources (in Million Donors 10 5 0 0 
Others Q Q Q Q 'fk) 
Total 10 s 0 0 

A. Technical Constraints. Inadequate laboratory facilhies are available to test the nutritional 
value oft he feed or ingredients Occasional testing ofingredients abroad and at GOD-owned 
laboratories will suffice, 

D 

c 

' 

Manngcmcnt Constraints; Wilh a short shelf-life (I 5 days), the n~ed needs lo be delivered at 
shon intervals to the poultry rJ:ill'ers It demands close coordtnation between Poullry Program 
and Feed Mills and an efficient distribution .system 

Firmncjp! Constraints: Major lcctl ingrcdicnrs ore scnsonll. 1 his m\'nns w.ud10usin!,! ._,f!~rJ!c 
quantity ofingrcdierus over long period arid therefore a high working capital requirement 
Periodic charrse ol"feed-fomlulac to useahematrve msredienti cnn case thisdtllicuhry 

More feed is required for rcarers wit II greater numbers of Hybrid DOC. Assumption 28 
k!l feed per year per bird for 3.5, 4.5, 7, 9, 9 million birds in 1996-2000. 

16.6 
Q..Q 

16.6 

22 
1 

23 

2 

0 
Q 
0 

51 



SUl\lMARY OF l'SE PRAWN HATCHERY 

J:lcmenb Coll$umer/ 1996 1997 1993 1999 2000 
Sunulitr Groun 

1110usands or customers (prawn 
nur!i<:ters)• 

BRAC Members 0.2 OS 09 I 3 1.4 

Demand lor Prawn Larvae (in BRAC Mcmbo:r) 3.2 8.0 14 s 212 23.0 
nullio11sl bv BIV\C mt:mber:. 

Suppliers of Prawn to BRAC GOO 0.0 00 0.0 00 0.0 
BMC 2.2 4.5 8.0 IJ 0 14.5 1110111bo:rs (in millions) 
Otl1ers 0.3 1.9 3.6 39 3.9 
!JJ:1 sa t i $(kd. 2.1 ll u 1..1 4.6 
Total 3.2 8.0 14.5 21 .1 23 .0 

Customers ofBRAC Prawn BRAC 2.2 4.5 80 130 14 5 

l.arvne (in millions) Non·BRAC ll !U I..Q l.l u 
Total 2.5 5.0 9.0 14.5 16.0 

PSE Pr-uwn Hatchery staffing I'SE (field) 16 28 3·1 34 34 
P~ill.Q.} 1 ~ ~ 1. 1 
Total 17 28 36 36 36 

---
II of PSI· l'nrwn Hotohorics 4 8 10 10 10 

Funding Sources (in million Tk) Donors s 5 2. ~ 0 0 
Others Q Q Q Q Q 
Totnl s .s 2.5 0 0 

A. Tc:s:hnical Constrnints · Prawn Larvae production is a new technology in Bangladesh 1f tlrere 
were a problem with disease. expert help wouhJ be difficult to lind. Strict ~nltary and other 
prc:~o~cntive measures are cspce~ally irnponnnt. 

a Manaycmcnt Constrnint;; PL must be dcllvcrt:O ttuickly or they will pcriah Dcliwry remains 
o cruci.JI task during nation-wide 6triJ..cs. BRAC nddrc.s$es this by $elling n s1ua1l poruon ofits 
output tu 11on-ORAC prawn nu~~rcrs nunr the hatchcrie~;. 

C. I'.!!hlnCJOI Constraints: BRAC lbrc~~cs no tinnnc.ral corlStrnmts to nchic' ins tlu: pruductron 
gonls 

• A~<rc:.o of nursery-pond are 65,160.290,425,458 in RDP IV plan To cah:ulare 'Demand'. 
80"/o of ponds are assumed to be productive and 50,000 PL are a.ssurm:tl to be needed per 
acre. 



SUMMARY OF PSE SEED CENTER 

Elemen ts Cou.sumer/ 1996 199 199 199 200 
Suuulic•· GI"(Htll 7 8 9 0 

Thousands of customers BRAC Members 45 so 55 60 60 

Demand for Seed (in tons) by BRAC Members 185 230 260 290 350 
BRAC members 

Suppliers of Seed (in tons) to GOB 132 120 100 80 so 
BRAC 7 30 55 90 120 

BRAC members 
Others s 60 90 100 ISO 

J.gcnl SYil~l~ ll z.<2 il ;m 30 
Total 144 210 245 270 320 

Customers for I'SE Seed (in BRAC 7 30 55 90 120 

TollS) J 
NonBRAC Q Q Q Q Q 
Total 1 30 55 90 120 

PSE stalling PSE (field) 12 25 36 40 40 
PSE (110) l ~ 1 ~ ~ 
Total 13 27 38 43 43 

Number of PSE Seed Centers 0 l I 2 2 

F1mding Sources (in million Tk) Donors 0 5 10 10 5 
Others Q Q Q Q Q 
Total 0 s 10 10 5 

A. Technical Constraints· Seed production is not well-developed in Bangludes, 8J1d litUe 
scientific and technical back-up is available. lnterruuionnl cooperation and overseas training 
are necessary to bridge the gap. 

B Mnnngcrnent Constraints: BRAC foresees no management constraints to achieving the 
production goals. 

C. Fjnoncjnl Constrnjots: BRAC foresees no finnncinl constroints to achieving the production 
goals. 

Production of seed tll!"ough existing contract growing system is added to the production of 
Seed Centers. 



SUM!.\<IARY O F PSE GRAINAGES 

Elements Co1tsume~·/ 1996 1997 1998 1999 2000 
Supplier 
Group 

Thousands of Customers BRAC Members 11.2 12.0 12.5 13.0 14 0 

Demand for OFL (in mlllons BRAC Members 28 3.6 4.4 5.2 5.6 
oflnyings) by BRAC Members 
Suppliers of DFL (in Millions GOB I 90 1.9 00 0.0 0.0 
ofLayings) to BRAC BRAC 1.10 1.7 4.4 5.2 5.6 
mt:mbcrs Others Q.Q1 !l.Q !l.Q Q..Q Q..Q 

Total 3.04 3.6 44 5.2 5.6 
Customers of PSE Grninage BRAC 1.1 1.7 4.4 5.2 5.6 
(in millions oflny~ngs Non-BRAC6 Q.Q Q.Q 0 .4 M ~ 

Total 1.1 1.7 4 8 8.6 56 
PSE Grninage Stafling ' PSE (field) 19 29 29 40 40 

PSE(UO) I l l 1 1 
Total 20 30 30 41 41 

Number of GrninaAes 2 6 14 16 16 
Funding sources (in mill ion Donors 5 30 so s 0 
Tk) Others . Q Q Q Q Q 

Total s 30 so s 0 

A. Tcchmcnl Constraints: Operation ofgminnges nnd PI, P2, PJ Slat1ons rc4u•rcs specinl 
training and specialized knowledge. Necessary scicntlllc and technical support to this 
industry is not avnilable 111 the country Jntcmacional cooperation and overseas training are 
necessary to overcome the dlfliculty. Cooperation wtlh China and India has been sought and 
developed 

B. Manngemem Constraints: DFL must be delivered within I 0 days of production. Re<~dlncss of 
the rcnrcrs and mulberry leaf production must be coordtnated with DFL production. Accurate 
estimation of leaf production and coordination within scriculture have been the management 
challenges. 

C. Fiu_ancjal Constraints: BRAC foreseils no financial constraints to nchievmg the production 
soals 

• 

' 

An excess capacity is kept for possible expansion of scriculture progrnm (vide RDP IV 
proposal page 81). 
BRAC already operates makcshill grainages and P-2 and P-3 facililics, stall' will be shilled 
among them once the new grainage facilities are built. 



SUMMARY OF PSE REELING CENTERS 

Elcmculs Consumer/ 1996 1997 1998 1999 lOUO 
Supplier 
Group 

Thousands of Cocoon producers 
BRAC Members 11.2 12.0 12.5 13.0 14.0 

Supply of cocoons lit for reeling BRAC Members 450 690 980 1250 1400 

(in tons) produced by BRAC 
Members• 

Consumption of cacoons (in GOB 0 0 0 0 0 
BRAC ISO 200 330 870 1150 

tons) 
Others 100 !50 200 150 100 
Hnnd~mm ZQQ l1Q lli ill ill 
Total 450 690 980 1250 1400 

Sources of cacoons for PSE BRAG 150 200 330 870 1150 

Reeling Ccmcrs (in tons) NQn-13R8~ Q Q Q Q Q 
Total ISO 200 330 870 1150 

PSE Reeling Center staff PSE (field) 4 5 9 ll II 
PSE (HO) l l z • A 
Total s 6 II 13 13 

Number of Reel ina Centers Existing 3 8 10 10 

Funding sources (in millions Tk) Donors 0 30 50 20 0 
Others Q Q Q Q Q 
Total 0 30 50 20 0 

A Tcclnticnl Constrnims: BIV\C foresees no technical oonstrnints to achieving the production 
gonls. 

B Mnng&Cmcnt ConSLraints: Reeling is highly seasonal because 11 Is subject to the seasonality or 
the cacoons themselves Shutdowns between seasons arc c:-pensive. Rotauons or crop 
patterns have been planned to reduce tllis problem. 

About 80"1.. of cocoon produced is assumed to be fit for reeling; but less than that is 
actually reeled, aJld the rest is hand spun, rate of which vary with the dcn1and of hand spun 
silk yam. 

5f 
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DTW Project 
Up to date Position x.rW...., .so,t \H· 

Investment : 

Members ( Taking Loan from BRAC) 
BRAC 
Total lnvesunent 
Add: Operating Loss 

-75-;-999.3T6 
64 932 175 

lnstalmem refund to VO mcm:>ers (SH) 

Less : Sale proceeds of DTW (560 Nos) 
Net lnvesunent 

Adjustment : 

A. BRAC 's Own fund 

Operating Los,s 
Specinl lonn loss provision 
Tow! of A 

1 
U. lWl', Project fund : 

interest Income on loan 
Specitd loan loss provision 
Loan Joss provision (Gen.ernl reserve) 
TotAl of B 

Tota.l Adjusted (A+B) 

L 

152,691;"216 
I _ 14 993 s53 

l],857,9~3 
,993,853 
,387,169 

-= 

1r-- Taka-

- 140.931 ,491 
52,691,216 

-- 2~32,684 
196,055,391 
38,131,397 

C'":l57 ~23 994 

67,685,069 

90,238,925 

l!&2_~ • .?94 
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(As ofDecember 1995) 
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(2/ branch) 

Accounumt 



-

Regional 
Sector 
Specialist 

Sector PO Poultry/Livestock 
Sector PO Fisheries 
Sector PO Vegetables 
Sector PO Sericulture 

I 
Cre dit PO 

I 
Credit PA's 
(10-12 / branch) 

; 

i 

' ~ ... 
' ·. ·. ·· .•. 

•. 

Sector PA's 
(2-3 I branch) 

\ 

\ 
• 

BRAC Field Staffing 
(As of January 1996) 

Regional Manager 

EHC PO 
(covers I 0 branches) 

... 

; 
: 

! 
I 
I 
I 

: 
i . 
• 

Branch Manage~ 

I 

··,·,.. HRLE P A 
(I / branch) 

\ 

\ 
'-

' · ... EHC PA's 
(2 / branch) 

Accountant 

Accountant 



Jtcm 

Land and lnnd development 

Building QOI1.51ruclion 

Principal Management Trni1ung 
Center 

FurniiiUll & Equipouont 

TOTAL 

BRAC Ccntc1· (UO BuihJing) 
FumJiug and Actual Costs 

Uonor Funding RCPFundJ 
(Takn million) 

20.0 RDP fl ( 1989) 

150.0 RCP (1993) 

24.1 RDP II (1~89) 
40.0 RDP Ill (S/94) 

20.0 RCP 111 ('/94) 
5,2 FPFP (1994) 

U.S. AID 

109.3 ISO.O 

BRAC Actual Cost 
Own (Taka million) 
Sourcc.t 

18 . .S 

30.0 181.5 

24.' 
40.0 

21.7 26.0 (paid) 
20.9 (payable) 

Sl.7 31 1 0 



BRAC 
RURAL O£VELOPMI!NI' PRClClJWtoiE 

8a I ance sheet 
As at 31st Dec 1995 

PROPERTY AND ASSETS 
Fixed Assets: 
Land 
Bui I ding 
Vehicle 
MOtor Cycle 
BI-Cycle 
l'Umi Lure a, Fixture 
Equipment 
Computer Extension 
Telephone lnstalation 

Less:Acc.Oepreciation 

Loans to group member:s 
Less: Loan loss reserve 

Housing loan to Staff 
Current A.5sets: 
Stock and stores 
Advances 1 deposits and prepa)~ents 
Sundry debtors/accounts receivable 
Current ACCOunts with field offices 
Cesh in hand and at bank 
Bank Over draft 

Total 

FUND AND LIABILITIES 

Cupltal fund 
Add: Internal Resource 

~~tor cycle rep!acemont fund 

I ,209,134,334 
9,57<1,733 

Current liabilities: 
For Expenses (i""' . :J:I\J...,•~ ~='·""' Tl. Ce) 
For Group saving deposits 
for Group trust fund 
for Group current and project accounts 

IWPAN95 

TakA 

72,105 , 056 
366,327 , 183 

44,261 '734 
43 , 211 '798 

I I 623' 569 
59 1641,808 
53,2661016 
19,5871660 

111771026 

6611 20J,8SO 
(69,748,983) 

----
591,4521867 

742,869,065 
(52,360,938) 

6901508,127 

90,178,185 

34 1419 , 050 
14,877,170 
54,517,610 
60,345,633 

268,3151268 
0 

1,8041613,910 
---••.a.=:c.:uu:: 

1,218, 709,067 
30,450,587 

290' 199' 236 
244,829,491 

15,311,744 
S,113,78S 

Total 1,804,613,910 

I 



BRAC 
RURAL DI:.VILOPNI:Nr PRClCiiiAM\IE 

Stateaent of Income and Expcndi ture 
for the year ended Jist Dec 199S 

Income: 

Donotion 
Interest Income 
Training Income 
Service chsrge realised 

Total 

Expenditure: 

Saleries and benefits 
Travelling end transportation 
Staff training and Devclopmonl 
Office and starr accomodatlon 
Utilities 
Stationary 
Mainteanaee and general expenses 
Tcachor's salary 
Teacher ' s training 
Consul tont 
School rent and maintenance 
Prograa aaterial supplies 
V 0 Members training 
Loan loss provision 
II 0 Logistics and management support 

Surplus of incoee over expenditure 
transferred to capital fund 

Taka 

833,326,393 
88, IS2,6J4 
II , I 37,940 
26, 770,6SO 

959,387,617 

247,0JS,JS4 
39,317,138 
2S,937,22J 
U,S61,S99 
3,774,008 
8,477,388 

J4,04S,022 
69,9JS,842 
9,828,427 

9J6,SIS 
22,S87,091 

J60,1JJ,J28 
S4,607,633 
22,482,734 
60, 183.238 

--------
7S2,822,S40 

206,S6S,077 

959,387,617 
==::==="-··== 

lbh 



BIIAC KllPAil968 

tUL\L D:IVBLOPM.BJCT PROUA.IIWll 

D.a.latiCo Shoat. 

•• •&. lopL••bor 30. 19'6 

PROPDRTY AHD AISITa Tol.al Branch .aw. ornc.o K.ad Office 

fhted A•••t•: 
Land U,U0,354 62,11'·'·~ 0 19,613 . ?10 

Dulldln& 215 ,0/,t ,33.3 165,570,192 l,l,J,ISS ••• 3 .. 3,91' 
Ve.klcle 21,9$0.415 0 0 n,9so.•u 

.UO&or c,clo l4,1U·,•36 lS,I"·'73 6,661,901 l,307.ll2 
11-CJcle I, 1414 ,Ot6 919,U9 89,931 u,uo 
Purn! twr• • rl&turc 50,UI,II9 19,322,95• 1,721,619 l9,7S6,S•G 

lquh•an\ 40,114 '724 11,47$, 7?4 IOS,39P l?,US,$09 

C~utor Gx&onaton 11 ,2U ,306 0 0 21,2U,306 

Tolophoo• lnac.ala~ton 1,177,026 0 0 1,177,026 

------- ------
076,41,,1, 2&7,0U,I08 10,417,171 171 ,923,SSO 

~••2Aoo•OepreoiD\Ion (57 ,Ill, 70ol) (12,076,6791 (IU,910) (44,46l,IIS) 

---- ---- -----
'II,~CI,IU 274,516,419 t,SS3,lU 134 ·'" ,43S 

..., .... to sroup ~•b•r• 70J ,,,. .sn 703,191t,SJI 0 0 
~. ... , to.n lo•• coacrvc (60,0JI,9JI) ( 4 1,l31,.tll) 0 (JI,?t.t,.Ut) 

----- --- ------
603.166,~07 662,661 • 0$6 0 (11,794,449) 

C!'u.rrent Ua.ua: 
liock and •toree 42,9 .. ,UO Jl,992,lU I I ,508, 4 9l) lJ ,501,037 

Advcuu:e..a ,dopo.•t ta IU'Id prepaj'aenta 30,,83,711 •• ~19.181 I,OU ,l9l 11,019,107 
Sundry dabtor•/aceo~t.• reeetvable 132. Ill 133,112 

Cu:r.ccnt. account• whh tlold. ortse..c.a u.•••.eoP (2,32,,PSS,711) ( 46,147,1Jf) 2.•J6,SC1,$$9 
Caah ln tuuul and at b&nk 49,.l7l,lll ••.•u.•n us,ao1 
Pund Cont.ral 30S,lll,313 0 0 30S,JU,373 

TOL&l ............................................................... -. ... -.... 
CapitAl fyn4 

Wotor c.rc:te ccplacc..._nt fund 
Current lfab•JttJ~: 
Foe- 8Jrpeneu 

Por Oroup •avlna dopo•ft• 
Por Group tru•t fund 
Por Oroup cyr~ant and proJecL ac~oun 

total 

1,091,UI,l56 
33 I '73l,4:ZG 

ta.2at,l•t 
31I,S41,q37 

S,2S0,'70l 

c.Hs.n• 

•·~••·•o•.,•• 

(I,£49,SIO,OS0) 

0 

U,lt6,30' 
311,541,037 

s,:uo, 10l 

.,l4S,9l4 

(1,l99 ,44Ci ,09J) 

(36,2&1 ,33$) 2,71?,l01,"141 
0 33.731,426 

66,458 '' ,01 ',.SIS 
0 0 

0 0 
0 0 

-----
(3&,101,177) l,SIO,OS0.'112 .............................................................. 

l 



BaAC 

JtUIIAI. 08VUOP141U<T P&OOAAIOI!i 

ac.at .. ent. or tnco- and b,pcndJC.uco 

for s.hc pvlocJ tmdocl St;~ptcll,bor, 30 )''~-(' 

Dona.\tcm 
lntere-8C. lnc:cNU 

....... V&.l •u! or JCP kancbu 

8e-rvh~c Cha.~a• rc&.l i•etJ 

Total 

IJU~&odt1.vre: 

l&liU"Ic.e and bcnollt.e 

TravetJinl aAd trao•portallon 
lc.arr tralnln& and Dovelopaenc. 
O(flc.e and •tart acco.odAtion 
Utili tleo 
ILat,oner¥ 
JtaJntoaoaco and sonoral oxpcn•o• 
Con•uJ c.ant 
Pt'·O•r ... .aterlal •uppl tea 
V 0 kc:~~be.ra tra.lnlna 

Depre.cla.&..ion 

~an to•• p~avi•lon 
II 0 J.a•latJe• ami ...,...caent • upport 

&vrplua or Inca.. over .-p~ndlt~• 
tranatc.rrcul to caph.&l Cunc.t 

j, 'l.ll 
Total 

ua, ?tn, 100 0 
10~,2U,OI9 IOS,l&S,OI9 

U9,159 U9,1l9 

IS 1490,JPI 1$,490,991 

------ ------
~60,319,4" 121,60$,769 

·········~-················· 

s•t,s3o.s•1 ll6, 012, I •ll 
U,l10,lSl 20,091' ••• 
Sl,347 ,433 9,469,1'711 
S,2U,•Ol •,.U6,7SS 
J,249,461 1,6,3,410 
4,1,2,134 4,0l:JJ.,200 
),026,911 t,2l0.5J9 

l$9,091 116,514 

l3,63l,H$ 13,316,206 

.2l,lot3.&46 ll,Sl',$36 
9,,14,121 3,518,100 

l0,69~.••o 20,039,110 

14.116,49$ 21,644,1$6 

-------
)03,99), •• , l?l,lS&,IIB 

lS6,3U,026 (149,610,349) 

lUI o r u"" Head ortlco 

0 4 38. ,,3, 700 

0 0 

0 a 
0 0 

------- ------
0 4,., 113,100 

~-·························· 

$,$49,UO 7,UI,IH 

l,l60,00S 913,06'7 
4lt,S12 2,441 ,013 

99',647 0 

$9$,618 360 
U.S,944 ,,,,0 
l71,223 13$,176 

0 612.514 
u 116,l•U 

0 306,110 

1•7.139 6,0•1.111 

0 6S?,,O 
943,2.11 l,IU,)11 

LJ,9•1.976 ~0.711,349 

(11,941,916) 411,9tl,3.Sl 

0 431 ,11.1, ?00 .... _._ ....... ·---· ... -·----.............................. ·-· ... . 



DJIAC 

~URAL CliOIT PROJECT 
10&\C .. ~~ of tncoac &n~ fi~p~ndltV~C 
Pot' tho yc~ c.ndJna lla\ Dcc-C8bo:r l99S 

INCONB: 
JnLarut lnco•.o on I OIUI 

Intore•t lncoao on lnvoat..a.n\. 

Tot&l: 

IIJCPCNOI TUllo: 

salario• an~ b•nlfiLa 
TravoJ 1 lna a.tuS Tra•\aport.at lo•·• 
St.aff T1"alnJn• 
Ulllltl•• 

lt•t.IOn~;~ri•• 

W&tnccnance • acnoral o•pcnaca 
ln\oraaL on dcpo•lt• 
Otpteclatton 
Loan lo•a pl"Qviaion 
Data procu•lns -.net .onhorfns. 
otr&ce and •t•tt aoco~tlon 

Svrplu•(Doficlt) or inco•a over 
o~pendJLure tran•reted to eaplLal fund 

OJIAHD TotAL IIW<CH TOTAL a.o. TOTAL fi,O, TOTAL 

Tala Talto T&b Talto 

111,619,&79 111,619,179 0 0 
21.713,2.79 0 0 1$,913,119 

---------- ------
307,SS3,158 211,629,8?9 0 ll,9l3,219 

••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

101,7•0,107 9~.420,.17 7,70i,031 3,375,099 
ll,UO,I1l 10,199 ,Jl, 1,,$1···· 1,224.000 
l,,o•.uo I ,UI,I2' 113 ,os• 0 

'. :n.s • .so~ 3,lOO,.SS4 9SS,041 110,000 
IO,UO,IIl &,U2,S96 (99,17l) I,SS1,0U 

S,lll,l99 1,2.7' 137 113,3<l 171 .•10 
21,113.136 n, 113.936 0 0 

1,725,1$& 6,SG0,•6S 21S,U9 , •• ,9)4 

•3 ,200,101. 03,100,107 0 0 
.900,t00 0 0 ~00,000 

l,l0l,90.l u•.u9 J,ll8,144 llO ,000 

-----
:UI ,t67,0&6 l07.Sl$,2l3 13,0l9,J<9 &,•Ul,Sl~ 

--------------------------
7&,316,(71 ?1,104.655 (ll,Ol9,3U) lO,SIO, 76S 

·····-~·~····--···----···-----·················--······· 

I ~e 



lilAC 

HUIIAL CIIUII'I' I'IOJIC'I' 

blanco 8ha.•t 
A• at lopt~r 30, 1996 

,IOP61TY AHD ASS6TI 
Find A••ct•: 
Land 
auildins: 
Vahlcle 
WOtor Cycle 

DI-C1cte 
Pu~uJ~vr• ~ •Jxtu~• 

llqul.....,.t 

Loan• to aroup acabe..ra 

L•••= ~•n lo•• T••arv• 

Loon to uua (ItO Dui lcUnal 
curccnc A•a~:~t..: 

l nvoar...e.nt 

A.d. vanc.e • • d.c po• i l• atuJ pre 1U'7110ft t • 

lvndrt dobtor•/account• receivable 
CVI"rcn\ ac:;co·until •J th tJold otrlcoa 

C.•h l n ha.nd and •t bank 

'"'"d Contt'Oi 

ToW 

PUKD A~D LlAD1LlTIWS 

C!apl••• (orul 

Uotor c,cac replt.ee.ae.nt fund 

Ou<T•n• llabl11•1•• : 
Por bJictn•c• 

,or Group aavlna depo•l~• 
fot Otowp trult tund 

ror Oroup our~ant and proJeot account• 

Tot.al 

Total 
'I' alta 

l4 ,31$,101 

139 ,4ll,l11 

$,3P$,000 

40,140,$76 
1,3.0,)11 
ll,434,U6 
9,7Cl,Jl0 

-------
139 ,IO:J,J•.s 
(35,396,147) 

-----
lOt •• a., ,391 

I ranch 
otrlca 

l4 ,au ,1oa 

134 ,916,U& 

0 
JO ,1 sa,aao 

l,lDl,211 
li,9U,4Sl 
1,70J,lJ4 

-------
:211,4&1,2&0 
(4l,S&7 ,lit) 

----·---
17$,179,971 

1,7l•,l31,1lG 1,7l4 ,lll,llG 
(llS,72G,IIO) (197,9JO,GOS) 

----- ------
I,Jt1,4JI,t4G I,Jl6,118,ll1 

u~.aoa ,ooo 0 

16!,196,971 0 
1,496.011 170,139 

0 
61,US,US (90l,l9l,4la) 
Sl,lOI,lJ.S S1,113,9U 
lt,2S4,l17 a 

------------
l,)Sl,$S3,h3 u l, 7$9,11, 

Re..alona..l 
orrlee 

0 

450,993 

0 
J ,606.311 

JI,U.a 
1,1 40,014 

7ll ,a76 

------
?,960,524 

0199,131) 

-------
7,061,.393 

0 

0 

-----
0 

0 

0 
6l0,64 .S 

Bead 

or nee 

0 
3,993,196 

l,J9S,OOO 

•,34J,3U 

a 
3ll,3la 

)1$,130 

-------
!4 ,375, 1U 

? ,090, J13 

------
2t,.tu:.ol• 

0 
71,l23,7H 

-----
71.J13,7l$ 

tso,ooo,aoo 

164,l96,t11 

s.~l'J 

!•1,343,79J)I,alO,Ill,l46 

1 ,011 .~no a 
0 19,lS4,ll7 

-----
(l~,l74 ,3ll) l ,44G,l~S.ll0 

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

1 ,42j,641 ··6~ ._, ... Ol),.$'70 (39,S94,2?6)1 ,419,131,l71 

21,390,638 0 0 2J,lt0,6U 

•••• 7,64l 1,?li,S19 I 9,943 1,139 ,Ill 
14-4,.16&,1l.S 744 ,l61,1U a 0 

39,53$,&90 39,535,190 0 0 
14,5ll,9U l4,5ll , 9U a 0 

-------------- -----
2,lSI,SS3,813 ISJ,1U,U6 (l9,$14,ll3)1,44,,361,3l0 ......... ~·················--·············~·············· 



wu.c 
I I'""" CUD IT ti«<JI'A:'r 

8taL~ment ot lncom: and EapA~t~ro 

tor tho pcJfJOd •ndc.d tJcptcabcr 30 , 1u.&-

'l''l L 

I fW.t.NILC. : 

JtilcroaL Inc.oae <'-'' Joan 
Iulare•t tn.:Ouc on J nvo•LacnL 
ac.,, •• lnco-:.e 

TOLAl 

•alarle• an~ benottt• 
Travol&ln• ~ Tran•portal&cn 

.... rr 1'-r"'"'na 
orr£co •nd .,.rr aceoaoa.tton 
Utili tlco 
I'Hn.t.h.tnorT 

Jh•lntc:tll).UC:G ' :e•ao.:ro1 4JUMrn•u 

1•-:rrcacla"-ion 
LO&II loue provi •1oo 

Oat.l\ IU"Oca:u•l.l\5 IU1d .Oni\Otoin. 

Svtplua ~( lnc:u- ove r oxr«"ndi\uro 
Ltana(o&red LO oapllal fund 

Total 

TakA 

3DD,J.J'7,90J 
6,lGl,SIO 
1,001,315 

314,901,?37 

····-········· 

9' .<21 .•n 
II,O?J,?IS 
2 ,1H,039 

2,:121,112 
l,HI, 194 

? , 10$ ,903 
$,923,107 

4,"717,)$4 

41 ,0•'1,86l 

'oo.ooo 

J 1.S,IJ9,174 

141 ,?GI,tll 

-----
314 ,.91H, 711 

•••••••••••• 

191.210,306 

0 

I,OOl,l?.S 

l0£,ll 1, '"L 

&o«ional 

or nee 

0 
0 
0 

0 

•••••••••••••••••••••••••••• 

16,9$1,"7 s.ni,<JJ 
a,nt.?Ol l,li1,3J2 

I ,S",U$ 131,JO& 
t,Goa,on . 4, ,060 
2 ,al?, 211 U3,913 

6.091, 482 19~.411 

$, 42J,941 41J,lG6 
•,li&,J'79 III,JU7 

41,047,163 0 

0 0 

ll&, :Jtl.(otlJ IU,$0S , HU 

14?.1t&,Oll (lO , SOA . S.SOJ -------
306,11). 141 0 

•••••••••••• •••••••••••• 

Ho...S 

Offl"' 

l,lll,lJ& 
6,3U,ll0 

0 

l,690,0~ 6 

•••••••••••••• 

l,S2.l,16'7 

u•,~to 

3~· 
?0,000 

ao,ooo 
120,000 
10,000 

lll,4CIA 
0 

000,000 

------
• • 3l0,C.4t 

4,369,00$ 

-------
a,,90,U.ao 

• ••••••••••• 


