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1. INTRODUCTION

Backsround o the Evaluation

1.1  Since 1990 BRAC has been receiving financial support for its Rural Development
Programme - Phase Il (RDP=Il} and Rura!l Credit Programme (RCP) from a consertium
of nine international development assistance agencies comprising:

Aga Khan Foundation (AKF)

British Overseas Development Administration (ODA)

Canadien Internationa!l Development Agency (CIDA)

Danish International Development Agency (DANIDA)

Evangelische Zentralstelle fur Entwicklungshilfe (EZE)

Ford Foundation

Netherlands Organisacion for International Development Cooperation
NOVIB)

Norwegian Agency for Development Cooperation (NORAD)

Swedish International Development Authoricy (SIDA)

1.2  The RDP-II/RCP proposal was aporaised by the Donor Consortium during the first
guarter of 1989. The project document; dated December 1989, and forming the hasis
af the funding agreement, specified four main mechanisms through which (2] BRAC
could discharge its financial accountability to the Consortium, and (b) the Consortium
could satisfy itself that funds were spent in rational pursuit of the mutually agreed
objectives and activities. These mechanisms include:

1)

ii)

111

)

Auditing - The arrangements include the continuation of annual external
audits paid for by BRAC, but with provisions for the Donor Consortinm
to comunission the same firm to undertake 'specific auditing tasks' with
respect to RDPAIY/RCP,

Reporting - The common framewerk for BRAC to keep the Consortium
informed of substantive progress specifies four mmain types of repart,
comprising:

quarterly financial reports;

comprehensive semi-annual narrative and financial reports;

ammual audited financial repercs;

reports and studies compiled by BRAC's Research and Evaluation
Divisien and through its management information system.

W W W

Menitoring, Evaluation and Impact Assessment - The project document
specifies a 'permanent core team' of four members to undertzke
monitoring visits at least once per year. It also provides for the
commissioning of short-term consultants by the Consortium to undertake
focused studies and, if necessary, to help BRAC in 'drawing up and
implementing a long-term plan for impact assessment’. In addition, the
project document specifies that a Mid-Term Evaluation (MTE) should be
carried out during the firsg guarrer-of 19%2.




iv]  Dopor Liaison Office (DLO) - The two main purposes of the DLO are
specified as being (&) to facilitate the necessary communications between
BRAC and the doners, and (b) to prepare and carry out follow-up action
ag rEQuired.T‘

1.3 This Mid-Term Evaluation (MTE) has therefore been carried out according to the
schedule faresann in the RN JLE Or eaulassifiy Wisruption to BRAC'S ongoing work,
particularly because (b) the Donor Consertium had already commissioned five special
reviews of different aspects of BRAC's work. These reviews focused in turn ¢n
institutipn-building; expansion of the Nor-Formal Primary Education programme
{(NFPE); wraining capacity; savings and credit activities; and lending operations for-deep

tube-wells and power tillers.
Mission € ompositign

1.4  The srrangement in the project document to rely on & permangnt core teain
undertake regular monitoring visits, (as mentioned in para. 1.2(iii) above) echoes a
proposal put forward inthe April 1989 Appraisal Report, The rationale for this idea was
that members of the core team would be (or would soon become) familiar with BRAC
and would therefore not reguire lengthy induction into BRAC's operations. In turn,
reviews could be kept quite short.

L5 In assembling the MTE team, the Denor Consortium took a radically different

-approach. It decided to select consultants who were not familiar in detail with BRAC,
Including some who had not worked before in Bangladesh, The aim was to avoid
evaluative judgements which might have been coloured by experience of BRAC prior to
the significant expansion represented by RDP-II/RCP and instead to permit the most
obiective possible assessment of BRAC's current performance.

1.8  The evaluation consultants began to assemble in Dhaka on January 31, though the
team was not complete until the arrival of the financial analyst on 12 February. Team
mermbers and their principal fields of responsibility comprised:

Colin Relf - Team Leader

Stanley Gajanayake - Nen-Formal Primary Education
Mario Genuzy - Management and Training
Janice Jiggins - Gender [ssues

Clifton Kellop - Finaneial Analysis

Desingu Setty - Instirotion-Building

Erlend Sigvaldsen - Small Eaterprise Development

Summarised from: BRAC - Rural Pevelopment Programme (1990-%2) and
ERAC Bank Project: Project Document. December 1989, (pages 18-21)
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Terms of Reference and Approach Taken

L G The terms of reference for the MTE are repraoduced as Annex | tg this regort,
The approach taken by the team included the following main types of work:

i) review of information, data and analytrical work from a variety of sources
within BRAT:

ii) review of secondary sources of information relating boch to BRAC and to
the context in which it is operating;

iii) interviews with senior BRAC managers and programme specialists in

Dhaka to gather additional information and to help in interpreting and
analysing all available Information;

iv) fisld visits to gs many different perts of BRAC's operating zrea as
possible;

v) the comrnissioning of a Special Study on Credit Discipline focusing on
credit repayiment during calendar 1991 and covering two relatively new
RDP AQs and twp elder-established RCP Branches:

1.8 Field visits In planning its field visits, the team took note of the policy of the
Donor Consortium to ensure objectivity in the MTE and accordingly employed three non-
BRAC interpreters to accompany different team ¢ j-groups. The aim was not [o
exclude senior and middle-level BRAC staff from assisting in field investigations:
indeed, BRAC staff worked with the MTE sub-groups throughout their field visits.
Rarher, the non-BRAC interpreters served as objective, disinterested resource persons
to permit the MTE team to investigate any topic through any interlocutor with minimal
risk of intentional or unintentional colouring of questions and answers.

1.9 The Districts covered by field visits were selected to permit investigations
among samples of hoth new and older-established RDP Avea Qffices as well as RCP
Branches, and incloded: '

Jamalpur Pabna

Jessore Rangpur
Narsingdi Satkhira
MNatore Sherpur

1.10 In each Distriet visited, wide-ranging interviews and investigations were
undertaken wicth BRAC staff at all levels; among Village Organisations (VOs), including
VO leaders, sub—groups and individual members/borrowers; at NFPE schools with
teachers, pupils and at parent meetings; and with participante at a Workshan in Rangpur
organised by the BRAC Women's Advisory Committee (WAC). In Pabna, members of
the MTE ream met with staff of the Pabna Sader Upazila local government office to
obtain background and contextual information on government programmes and activities



in the fields of education, livestock services, and infrastructure development and
maintenance, At the grass-roots level, incerviews were alsg held with local residents
who were not members of BRAC, including poor people and better-off land-owners.
1.11 Special Study of Credit Discioline The decision to commission this study was
motivated by questions raised by some representatives of the Donpr Consortium about
the metheds used by credit agencies in Bangladesh, including BRAC, for calculacing
published recovery rates and the possible extent to which these metheds mighe have a
masking effect on credit discipline. The study covered two relatively new RDP AQs in
Jessore a2nd Mymensingh, beth having started operations in 1989, and two older-
established RCP Branches in Rangpur and Manikganj, ‘having been in operation since
18980 and 1984 respectively. The study collected data on acrual repayments of credit
during calendar 1991 in relation to expected repayments for a sample of 100 loans from
each AQ and Pranciuudr F6148HsrsTin tE5patt oF capital loan repayments and a further
50 individual borrowers in respect of operating loans,

1.12 Limitations of the evalustion BRAC has now become a large institution in it
own right with operational programmes in range of different fields. As a result, some
of the issues against which it should be evsluated raise particular difficylties. Three
examples serve to illustrate the difficulty in undertaking a definitive evaluation.

1.13 First, questions of the viahility and sustainability of the income-generating
ventures undertaken by BRAC members with credit support are legitimate aspects of
- evalustian., Yet these ventures themselyes cover guite a wide range of sectors and
activities. For each category of venture, considerable detailed investigation would be
reguired at the level of individual enterprises to determine the indicators against which
aggregate measures of viability for the population of such enterprises, based on sample
surveys, could be undertaken. Measures of technical and financial viability could then
lead Yo theoretical projections of sustainability. Beyond this, as in all enterprises, the
prespects for theoretical sustainability to be achieved in practice would depend on
Separate assessments of the prudence, dgement aod managerial ability of those
involved. Again, any such BRAC-wide assessment of the prospects for actual likely
sustainahbility would require a major investigation.

1.14 Secondly, and related to questions of viability and sustainability, the assessment
of the 'guality' of BRAC's lending portiolio presents particular difficulties, especially
if monitoring data do not permit detailed analyses, disaggregated by category and
location, of credit repayment discipling and trends in discipline through time.

1,15 Thirdly, BRAC's training activities cover a broad range of different subject
matiers, types of training, sets of traipees, and training locations., Within BRAC, the
different operational programmes including RDP, RCP, NFPE and WHDP, for example,
are effectively independent 'customers' of BRAC's training service. Their demand for
training derives partly from their expansion plans and partly from periodic policy
adjustments and changes in targets affecting such matters as the content of training,
and the duration and venue of specific training courses. This inherent complexity of
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BRAC's training activities makes it difficult even to draw clear conclusions about
achievements against targets. Indeed, it is difficult even to measure BRAC's training
capacity when overloading of the system can be coped with by means of increasing the
workload on existing training staff and/or changing the location of training activities.
AL a stil] higher order of evaluation, definitive conclusions about the quality of craining
present both conceptual and methedological difficulties which neicher BRAC nor
external consultants have yet tackled in any detail.

1.16 Against this background, the MTE haz not been equipped nor has attempted o
undertake either fundamental research or s detailed financial or technical audit of
BRAC. Instead, the MTE team has assembled what data and information it could and
has attempted to interpret and analyse it. In doing so, it has exercised caution,
recognising its limited exposure to BRAC, its activities and members. In turn, while the
MTE is reasonably confident about the broad thrust of its conclusions, the team urges
that these caveats should be taken into account both by BRAC and by the Donor
Consoriymms.



2. SUMMARY RECOMMENDATIONS

A Recommendations to BRAC

miLipuing e Strategy of aiming for breadth of coverage among an m{:m:sﬂg
membership as well as the wide range of complementary programmes in inscitucion-

building, 'savings and credit, enterprise developmment, education, hezlth and legal
awareness. In all this work, BRAC's targeting of women has been both apprepriate and
effective. BRAC itself is a well managed, competent institution which places & high
value on the professionalism of its staff and has few peers in Bangladesh. It

programmes are achieving significant results within the social, cultural and economic
constraints of rural Bangladesh. Doner suppert to BRAC for RDP-I/RCP is full

justified and the MTE recommends continuation of funding.

Resource Flows and Utilisation

2.2 Though BREAL has benefitted from the devaluation of the Taka, there have been
delays in disbursements from the Denor Consortium by US$4.6 million by the eand of
1391, BRAC should negotiate with the Donor Consortium any changes it feels necessary
in disbursement timetables. (para. 4.3}

2.3 In aggregate terms, BRAC has exceeded operational targets in all respects
except credit disbursements and has adhered closely to the (revised) budget. The most

- significant area of under-expenditure in absolute and percentage terms has been in the
development of physical facilities for training. Closer coordination is required between
the Training and Construction Departments to enable BRAC to adhere to the
construction timatable it has set for itself. (paras. 4.7 and 7.75-76)

Credit Management

2.4  There is evidence of slow repayment of principal in the credit portfolio. (para
4.18) But BRAC's current system for tracking loan quality does not provide it with
sufficient information to identify a deteriorating situation sufficiently early or in
sufficient detail to take corrective action. The key improvement required is the
introduction of a more accurate, more sensitive Ageing by Account system. (paras. 5.21-
23} In addition, the adoption of a policy on loan write-offs would begin to provide
feedback for the periedic review iand possible adjustment of the Loan Loss Reserve.
(paras. 5.24-27) An important complementary measure must be to improve field office
accounting systenis and the familiarity of Area/Branch Managers with huw to use the
improved financial management system. (paras-5.28-29)

QOperational Programmes

2.5  Institation-building VOs have shown themselves to be sustainable in terms of
their use and repayment of credit. Because of their responsiveness to the work of GSs
and POs - anil as long as they have continued access to credit - they are also 5ustainable
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as organisations of the rural poor. But they cannot yet be seen as institutions in their
own right. In this respect, the work of RCP is regarded as still in the early stazes of
true institution-building. Only as it develops, with the reduction in separately-funded
training and support services, will it be possible to test VO institutienal sustaipability.
Meanwhile, the MTE recomimends thar both BRAC and the Donor Consortiom shopld
recognise the long-term nature of institution-building goals. (para. 6.23)

2.6 Credit activiti€s Rapid expansion has been accompanied by iIncreasing
concentration of credit utilisation in g limired number of activities, most noctably for
rural trading. Possible over-expansion in rural trading could lead to saturation of cradit
in some parts of the country, especially where there is overlap between BRAC and other
rural cregit agencies: BRAC should maintain a watching briel to identify a potential
risk. {paras. 6.29-6.30)

27 Collective loans in general and for frrigation in particular constitute an area of
real concern. Based on the general concerns deriving from its own as well a8
international experience with collective lpan schernes, BRACT should be cautious in
deciding hew far it can go in the trade-off between its social empowerment aims in
collective loan schemes on the one hand while alsg aiming for a sound, disciplined and
viable credit portfolio on the other. (paras. 6.31 and 6.37-6.38)

2.8  Non Formal Primary Education BRAC's model for NFPE is simple and effective
and the programume {s generating excellent results, The plaoned expansion of the NFPE
programme in the context of RDP-II through the project period is feasible and desirable.
In the broader context of BRAC's overail expansion plans for NFPE the main area
requiring careful planning and the expansion of eapacity well in advance is training
facilities for new teachers and for the growing numbers of existing teachers who will
require refresher training. (paras, 6.56-62]

2.5  The Paralegal Programme The PLP has grown very rapidly {albeit from a small
base) during 1891. It is also based on a simple and effective model and is giving good -
though as yet samewhat intangible - results. ‘BRAC should gontinue to expand the
operational coverage of the programme on the basis of it being a useful complement to
its other activities and services on behalf of its membership. (paras. 6.63-69)

Support Services

2.10 Sector Programmes BRAC's Sector Programmes are making an impertant
contribution to ensuring the viability of specific enterprises undertaken by BRAC
members by providing training, extension and other support services. Since the
beginning of RDP-II/RCP the programmes have shown excellent adherence to targens -
particularly in sectors for'which the BRAC model is already well developed. The main
area of uncertainty lies in plans for the continuation of Sector Programme services to
members in RCP Branches. BRAC's policy of expecting members and VOs in RCP
Branches to pay fees directly for Sector Programme inputs has not yet been fully
developed or implemented. {para. 7.8)



2.11 The Rural Enterprise Project REP, representing BRAC!s own 'think-tank ant
laboratary’ is making an impoertant contribution te diversifying the range of activities
and enterprises that its membership can undertake with credit. But REP must also
tighten its performance in respect of the determination of its priorities and tasks by
introducing annual planning procedures. (para. 7.28) Notwithstanding the care and
diligence with which REP tests the viability of new ideas and activities, there is always
the possibility that some ideas - or some bofrowers rying td follow new ideas - will fail
against the real tést of local economies. REP needs to develop a policy For résponding
to the failre of enterprises which it has recommended to RDP/RCP For wider
promotion amongst the membership. {paras. 7.21-24)

2.12 The Management Development Programme MDP has a vital rele to play -
especially in the context of continued expansion - in ensuring the highest standards of
professionalism among BRAC's managers. But as yet it is far from being fully gearsd
up. Its first priority should be to build up a team of full-time 'faculty members'. (paras.
7.33-34) There i5 also more work to be done in curriculum development, including
training material in suppert of the introduction of ‘an improved credit portfolip
management system, {paras. 7.35-36) Meanwhile, MDP should not be expected to
provide a significant amount of training for external agencies. The implication is that
it will require separate funding for some time to come. {paras. 7.38-39)

2.13 Research and Evaluation RED has established an international reputation for the
quality of its work. It must continue, however, to guard against the risk of its work
programme being driven by an agenda motivated by pure research interests: As a
support service to BRAC as a whole, RED should continue to strengthen its relationship
with operational programmes; ensure the relevance of its research subject matter to
operational issues; and improve the accessibility and usability of research results.
(paras. 7.40-43) It would be advisable now to review and clarify the role and mandace
of RED; to medify the procedures by which its work programme is drawn up, in the
interests of ensuring the relevance of snbject matter and methodology; to circulate
abstracts of research stidies, focusing on policy and operational implications, and
including translations into Bangla; and experiment with the development of a 'customer-
contractor' relatignship with gperational programmes. (para. 7.50)

2.14 The Monitoring Department The MD is doing an excellent job with limited staff
in developing BRAC"s management information system. In this process, however, it
must guard against the introduccion of changes in data collection fermats and schedules
at too freguent intervals. (para. 7.85) The Department will have ta take a lead in the
introduction of the more sophisticated credit portfolic management system
recommended by the MTE. This will involve not only the data collection and analysis
system but also working closely with RDP, RCP, RED and the Training Department in
ensuring that the system is understood ané used by HO and field managers. (para. 7.66)
The Department should alse work closely with RED to develop methodelogies for adding
to the qualitative dimensions of monitoring progress in institution-building ameng VOs.
{paras. 7.67-68)



2.15 The Construction Department Having developed a range of standard desizns for
different BRAC buildings, and having built up an extensive Ceam of engineering
supervisors, the CD can now handle the majority of BRAC's building programme in-
house in what appears to be a cost-effective manner. It faces two main problems,
however, both of which reflect gn its working relationship with client deparcments.
First, there are frequent!y delays in acquiring sites for planned new buildings and this
prevents the CD from being able to complete new work on schedule. Secondly, because
it is the client departments which are responsible for land -acguisition, sites sre
sometimes irregular, low-lying or otherwise unsuitable and remedial work can lead to
cast increases. The MTE recommends closer collaboration, communication and
coordipation between the CD and its client departments and the commencement of land
acquisition procedures further in advaace. (paras. 7.75-76)

Effecrs. Impact &and Sustainabilicy

2.16 There is ample evidence of pesitive beneficial effects of BRAC's credir,
education, health and other programme services. It is still too soon, however, to assess
the wider, deeper impact of these benefits. The MTE endorses BRAC's policy that RCP
should be fully self-financing but notes thag plans for achieving this have not yet been
fully developed. A number of issues and problem areas peed to be addressed and the
most impartant of these, together with prooesed action are listed in the text. (Tahle
8.3) While tackling these issues, BRAC should also move as expeditiously as the
wolitical environiment permiits to seek a bank charter for RCP.

Management aud Organisational Capacity For Further Growth

2.17 The vouclusivn uf the MTE {5 that BRAC has sufficient experience, momenoum
and [lexibility to give it a positive capacity for further growth. The very rapid
expansipn that has already taken place since the beginning of RDP-II/RCP has,
nevertheless, produced saime sizns af strain, The strain manifests itself @n BRAC's
training services and in issues of housing and other conditions of service; the integration
of female staff; the criteria for prometion as between qualifications apnd experience;
uncertainty about ensuring the application of initiative and personal discretion among
field stafl; and different work schedules required in different programmes.

2.18 Orzanisatipnal structure There are some zspects of BRAC's structure and the
location of some departments and units which are somewhat unusual. (para. 9.5) They
do not, however, prevent effective and efficient working relationships. Of more
cancern is that BRAC has now ocutgrown its main HO building and has had to spill over
into a nearby rented annex. Given the importance of proximity and interaction among

ifferent parts of the organisation, the MTE endorses BRAC's plans to build a new HO
building which should be large enough to sccommodate all operational and suppor:
service units, {para. 9.7)

2.19 Gender issues Recent efforts to increase the propertion of female staff are
wholly appropriate to BRAC's mission and to the swucture of its membership., Through
its 'high flier' promotion policy, BRAC is on track to promote more women to middle
and senier levels of mapagement. At junior levels BRAC should take care not to place

8



too much emphasis on the academic gualifications of recent recruits but should also
take account of expérience and track record among women who joined earlier with
lawer qualifications. BRAC should also begin to develop policies with respect to the
terms and conpditions of service of female staff - particularly in respect of married
wotnen znd maternity leave arrangements. (para. 9.14)

2.20 Management issues  Concerus about the possible adverse effects of ragpid
expansion on management efficiency and quality are largely unfounded. In its
management culture; BRAC has been able ro retain much of the openness and personal
contact with which it began. There is no evidence of inciplent bureducracy in the
management system. On the other hand, expansion is leading to a well-gualified but
voung, relatively inexperienced team of field workers. BRAC must guard agzinst the
risk of field staff taking a mechanistic approach to their work in forming VOs and in
supplying credit, motivated by 2 desire to adhere to targets, (pargs. 9.22 and 9.27-28)

2.21 Management by, nersonal (Gertacty I (i gol¥ tihe of méeting whose frequency
may have to reduced is the current monthly meeting of Programme
Directors/Coordinators with Regional and Area/Branch Managers, some of whom devote
up to three days travelling and attending them. (paras. 9.23-25)

2.22 Training: BRAC's internal training service, both for members and staff induction
traifiing, is showing signs of strain in respect of physical facilities as well as staff
worlkload. This strain is not, however, discernible in any immediate effects on the
quality or effectiveness of bperational activities. Nevertheless, the strain is due to the
fajlure (a) to adhere to BRAC's own timetable for the construction of gew facilities,
and (b) to Increase the number of fully trained trainers in gnticipation of increased
demand for training services. In the view of the MTE, the most pressing issue is to do
all possible to catch up with targets to expand the physical capacity for training, in line
with the recommendations for improvements in the working relationship betwesn the
Construction Department and its in-house clients. There is also a need to select and
train new training staff much earlier - in anticipation of need - to ensure that the
workload imposed on them does Dot run the risk of fatigue and loss of guality. {para.
9.35)

B. Recommendations to the Donor Consortium

2.23 For future evaluations, the Donor Consortium should ensure a balance in the
composition of missions between consultants familiar with BRAC and those able to bring
fresh perspectives to bear, based on internarional experience, Smaller review teams
incorporating specialisms in areas of acknowledged concern would be more effective.
In addition, the Consortiurn should plan o hold some future meetings at BEAC
Area/Branch Offices, with time devoted to visiting BRAC operations in the field.
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c. Issues for the 1994 Evaluation of RDP-I/RCP

2.24 Issues likely to be of importance for consideration by the final evaluation of
RDP-I/RCP are: '

i)

iv)

i)

the evolution of RCP, including the access of women to credit and che
internal financial sustainability of the programme - with or withouet
having obtained a bank charter;

the evolution of VOs as well-rooted rural institutions, including BRAC's
ability to monitor institutional maturity and mahifestations of
EmMpowerment;

RED's progress in providing relevant and accessible research results on
socio-economic effects, in particular the comparative experiences among
sectoral programmes;

BRAC's progress toward incorporating women into middle and senior
management positions, and the development of organisational capacity for
ongeing gender adjustments in programmes and staff relations:

progress towards establishing sericulture and poultry 25 wertically-
integrated industries gwned and managed by women;

progress in pursuing the technical, financial, managerial and social
viability of collective loans, particularly for deep tubewells.
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J. BRAC IN CONTEXT

3.1 BRAC has defined its role in terms of its composite gbjective of poverty
alleviation and empowerment, This Section of the report provides a brief contextual
analysis of the issues of poverty, alienation and lack of power ameng BRAC's rarger

Foverty in Baneiadesh

3.2 Poverty in Bangladesh is endemic - znd has heen so since long before
independence. As such it presents two fundamental development challenges. Firsg, it
presents the structural challenge of devising a comprehensive national development
strategy capable of holding out some prospect for overcoming the interwoven factors
which have not only been the causes of poverty but which still perpetuate it. Such a
strategy woulld need 0 include éimensions In agricultyral and indpstrial development;
social policy including populacion planning; inscitutippal dewvelopoient: educarion and
human resource development; and many other fields, even including an equitable,
rational system of local government. Secandly, even short of tackling the causes, the
endemic, pervasive and chronic nature of poverty presents the simultaneous peed for
an immediate and contipuing response in an attempt to mitigate the worst of its
effects,

Economic and Social Indicators of Poverty

3.3 Economic ing' icators The first, most crude, yet widely used indicator of poverty

in Bangiadesh is that GDPF per capita in 1889 was as low as US$180 the same as in
Nepal, gbout half the level in India and only abeut 40% of the level ia Sri Lanka, as

shown in Table 3.1 below. Population density is extremely high, at almost 800 persons

per square kilametre - nearly 3.5 times the population density of its neighbour, Indiz.
In terms of cultivable land, the population density is about 1,100 per sq.km. - 11 pecple
for every hectare. Meanwhile, the population continues to grow unacceptably rapidly,
with estimates as high as 2.4% per annum demonstrating the magnitude of the challenge
in economic growth and development even to begin to make progress in lifting per
capita GDP,

3.4  Ap obvious corollary of population density is low average land-holdings. Beyond
this, the Inequitable distribution of land means that functionally landless households
(defined as owning less than 0.5 acres) account for up to 65% of the rural population.
Given the dominant role of agricultural production in the rural economy and the paucicy
of nen-agricultural employment opportunities, this has knock-on implications for
nutrition, In terms of income, the Bangladesh Institute for Development Studies (BIDS)
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TABLE 3.1: Comparative Sacio-Economic Indicatars - Sauth Asia
o=
| INDICATOR BANGLADESH MEPAL INDIA SRI
'|_| | LANKA
| Income per person (US$ 1990) 180 180 340 430
|l Population 1950 (millions) 115.8 19.1 8531 | 17:2
||' Share of Government Expenditure (%) -
I Health 10 B 2 6
i Education 11 g 2 11
i Befence 10 7 19 T
] 180 189 142 35
[ Adulr Literacy Mala (Bl 47 38 g2 93
' Female (%) 22 13 34 34
I Primary School Emﬂlmﬂﬂﬁz Male (%) 76 112 114 108
1 Female (%) 64 57 83 | 105
| -
| Life Expectancy 1990 (years) 52 52 59 71
i -ODA inflow TISE millions 1089 1,791 dAfR 1.874 558
(disbursement basis)
1 ODA per person 1S5 15.50 25.50 2.20 33.00
|[ Debt Service Ratio (% of Exports in 14 13 19 13
1989] .
e — —
SOURCES: UNICEF 1992
World Bank 1990a
NOTE: 1 Under five morality rate.

2 By age cohort, rates can exceed 100%
3 Official Development Assistance.
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has estimated that in 1989 some 55% of the population were living in absolute poverty -
with incomes below the level needed to be able to consume 2,122 calories per day, the
widely recognised crude minimum level for subsistence.

3.5 Labour force growth, at about one million persons pér annum, is probably an
ender-estimare, masking the real demand for employment and income among women and
adolescents. Nevertheless, it gverwhelms annual growth in employment opportunities,
estimatad at between 600,000 and 750,000 new jobs per annum. In practical terms even
the concept of an equivalent full-time fcb hardly applies inrural Bangladesh where for
the rural poor it is awatter aither of putting togecher a mosaic of seasonal, shorc-term,
" part-time jobs on a continuing basis or, probably increasingly, of seeking income through
self-employment in trading and serviges. The corollary of thisis that real wages in the
rural areas - as indicateid By the agricultural wage rare - have stapnated aver the past
decade, as shown in Tahle 3:2.

3.6  Social indicators Imevitably, the economic indicarors of poverty briefly outlined
shove are reflected in g range of human and social indieators. The infant mortality race
in Bangladesh, for example, is 110 per 1,000 - the second highest rate in South Asia,
after Nepal. Severe malnourishment is estimated to affect 10% of children under 5
years old, while a further 40% are mildly or moderately malnourished, Moreover, the
incidence of malnourishment, stunting znd infant mortality is sighificantly higher among
girls - an indirect but nevertheless clear reflection of their perceived lack of value in
the cultiral and economic framework of mral Bangladesh.

3.7 Other social indicators, interwoven with those of population growth, economic
- hardship, malnourishment and infant mortality, show how broadly, how comprehensivaly
and Now intoicitely poverty is perpetosted. Agdult literacy is very low, ar aboul 43%
among men and only 22% among women. Here again, the low female literacy rate
reflects the low status of women. Yet international experience shows that as long as
the literacy rate remains so low the prospects either for lifting living standards or for
reducing population growth are bleak. One of the starting points is obviously education,
where enrolment rates in public sector scheols are only 71% for boys and agzin
significantly lower for girls, at 50%. Not only this, but drop-out rates are extremely
high. More encouragingly, however, as this evaluation will show, low enrolment and high
drop-out rates do not reflect a fundamental lack of interest in education among the
poor nor even a lack of willingness to make sacrifices in household survival strategies
to permit children to attend schogl. Rather, they appear to reflect the ineffectiveness
of most public sector schools and the perceived poor value for money and time they
represent.

= H.Z. Rahman and M. Hossain {eds): He-Thinking Rural Poverty — &
Case for Bangladesh, BIDS, Dhaka. January 1992,
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TABLE 3.2: Real Agricultural Wage Rates in Bangladesh 1980-1987
{Tx/day, without food, 1973/74 prices)

F—— ——
I 1980/81 1984/85 1685/86 1987/88 .
' |
l- National Average 653 6.93 9.00 7.06 |
| Districes
]
Raishahi .83 6.25 T.E1 5.67
l Khulna 6.65 7.02 7.60 6.33
Dhaka B.46 6.12 T.44 G6.71
[ Chittagong T.44 8.70 9.87 8.88

SOURCE: World Bank 1990
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Cualitative Characteristics of Poverty

z2.8 The combination of already pervasive poverty and high'population growth on the
one hand, with the severe paucity of new opportunities, even new ideas and visions for
econpmic development on the other, constitutes a trap from which the existing and
future population will find it difficulc to break free. Even in the best of circumstances,
the poor and near-poor are highly vulnerable to successive rarchets of impoverishment.
In addition, both they ard the couniry as a whole are highly vulnerabie ro external
shocks beyond their control. These range from Tloods, cyclones and other natural
disasrers ta the wvalatility and inherent insecurity of expart markers for agriculroral
commeodities, exemplified best, perhaps, by jute.

3.9 Poverty dlso leads to alienation. Social, political and even government structures
are percelved by the poor to work against their intereses. Alienation'is clearly revealad
by the conclusions of one field-based study:

'"They (the rural poor} seem to take it for granted ... that it would be the rich
who were the first, to rean.snw 2l 1GUWRdErs AR 7E WHICH the poor have of the
nature of the government is based on the experience they have from meeting
government officials in the rural areas. These meetings have generally resulited
in their being exploited and discriminated against by the officials. ... they know
now officials nave sided and been aligned with the rich in cases of conflict. In
short, they helieve that there is nothing they can gain from the government
officials and that the best thing is to avoid them. The paar are ... (alsa) ... too
disorganised and split through alliances with their different rich patrons to be
able to unite and protest agzinst misallocations in gﬂneral.'3 :

3.10 At the heart of the issue, poverty means lack of access to and control over
resources, which itself has several dimensions. Data on landlessness noted earlier
demonstrate hew the poor lack access to this mest impertant economic and productive
respurce. UNICEF has also estimated that only about 13% of the rural population have
effective access to government health services, This lack of access also applies to
other Important services such as agricultural extension and credit. More generally, the
poor have little direct access to or influence on the social and pelitical soructures of
rural society. They are instead highly dependent on those who are better off, including
both landowners and traders, giving rise to the well-known network of client-patron
relationships,

3.11 Characteristics of poverty among women Against this backeround of what
poverty means and how it affects the peer in general, women are particularly
disadvantaged. As already noted, the national female literacy rate, at about half thac
of men, is one yardstick. In terms of employment, howeyer difficult it may be for men

Eirik . Jansen: Rural Bangladesh - Competition Eor Scarce
Resgurces. University Press, Dhaka. 1987, (pp 264,265)
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to [ind job opportunities and to complete what has been described as the mosaic pattern
of employment; it is'.certainly far mere difficult for women. Even when women can find
employment, the wiges they receive are generally lower than thase of men. Nor is it
just the characteristics of the rural econoiny in general that put wornen atc such a
disadvantage. Within their own households, women Tace a second - often more powerful
- disadvantage because they generally lack access to and control over family resources.
They also have at best-only a minor role in household decision-making,; including such
besic decisions as the nomber of children they have and whetheror not they are sent
ro school.

3.12 A disproportionate number of poor women are divorced or abandoned without
access o land or any other means or opportunity to earn an adeguate income.
Inheritance laws discriminate against them when their husbands die or leave thent. And
with cultivable land under s6 much pressure of population it is difficult to see how this
might change. Approximately 23% of all hpuseholds are headed by women (ncluding
widowed, divorced, separated and never-married). These, then, are among the poorest
of the poor and should rank high in the target groups of many governmient services. Yet
again, while the poor in general are alienated and poorly servéd, poor rural women are
even waorse off. '

Recent Trends and Windows of Success

3.13 Detecting and interpreting trends - let 2lone projecting them - requires extreme
caution. At one leyvel, Bangladesh has maintained balance and equilibrium, albeit ac g
very low level, despite rapid population growth, a wezk institutional structure to

- respond to poverty and a series of natural disasters over the past few years. Indeed, the
resilienco of the rural poor is remarkable. During the mid-1980s thers was Cven SOme
evidence of rises not only in foodgrain production per person but also in real agriculturzl
wage rates. Since then, however, both have either stagnated or fallen. Bur it is bevond
the scope of this evaluation to enter the difficult and contentious debate about detailed
trends in the incidence or depth of poverty. It is instead sufficient to recognise that
in absplute terms the problem of poverty is enormous, affecting not less than 45 million
people.

3.14 There have, nevertheless, heen some notable successes. In the mid-1970s, before
the Introduction of directly-targeted food aid programmes, wheat was hardly grown at
all in Bangladesh. Now it has grown to be an important winter crop, particularly in the
nortii-west of the country, having reached an apparent piateau of annual production of
zbout one million tonnes.

3.15 In che health field, oral rehydration therany (ORT) which was first developed in
Bangladesh has been shown to be an effective and inexpensive method of treating
diarrhoeal diseases and has spread throughout the country in as little as ten years.
Child immunisation is alsp now better undersctood and reaching a significantly higher
propartion of the rural population than it was a decade ago.
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3.16 Onpe of the fastest-growing services for the rural poor over the past fifteen years
has been credit, providing new income and employment opportunities, much of it
targered on poor rural women. The main innovater in this field and now the largest,
best-known agency is the Gramees Bank. Today, however, there many agencies
including both government and non-government programunes providing rural credic
services reaching in the order of 2.5 million househplds - equivalent to about 14 million
people.

The BRAC Approach

3.17 Evoplution of the BRAC aporoach The most significant development of BRAC
sincs its inception has been not so much its growth In geographical coverage:
membership, staff strength and the like, rapid though this has been in recent years.
Racher, it is important to note how BRAC's strategy has evolved through time. |t
began, with its post-war relief work in 1872, by responding to the most immediate
effects of poverty, deprivation and destruction. This developed intg @ more structured,
programmed approach, though still focusing on the effects of poverty through such
initiatives as the spread of oral rehydration therapy and child immunisation. This work
aise brought BRAC into the field of functional education because the success of these
programmes depended closely on the way in which treatmernts were discussed with and
upderstood by the target group. Thereafter, with the introduction of the Outreach
Programme, BRAC bepan to work even more closely with groups of the rurzl poor,
helping them to develop some institutional echesion and to overcome the alienation that
decp and chronic poverty brings with it '

-3.18 More recently; through its work in credit services, NFPE, family planning and
health education, BRAC has clearly moved even further towards tackling the couses of
poverty. BRAC's access to resources from the RDP-II/RCP consortium and other
donors has enabled it fo pass on that Access to its members. In this process it has by
no means abandoned its earlier, smaller scale and mere narrowly-defined work. Rather,
it has attempted to preserve and build on its own experience as well as that of other
agencies and programies. An example of this is the way in which the development of
understanding of women's particularly disadvantaged position, both in society as a whole
and within the household, has led BRAC te give them priority within its overall target
group.

3.19 Current strategqy BRAC's current strategy, already revealed by its composite
objective of poverty alleviation and empowerment, recognises that economic benefits
accruing from the use of credit are not alone sufficient to overcome poverty. Credit
services do make 2 contribution to empowerment and to reducing alienation bhecause
they provide acczss to resources and opportunities which otherwise would have been
denied to the rural poar. But in BRAC's perspective and strategy credit services musc
be complemented by additional specific measures for empowerment. This is why BRAC
recains institution-building as an explicit field of work in combination with NFFPE and
its other operational programmes and why it also stresses social change 2s one of the
downstream effects of its work, A key part of all this work is to provide mechanisms
through which BRAC members themselves can enhance their awareness {a) about the
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causes of their poverty and of rhe inequity in economic and social relationships, and (b)
about how to overcome them, BRAC recognises that social change can be achieved only
by those within a society, not prescribed ar imposed from outside.

.20 Poverty alleviation and empowerment in BRAC's strategy For BRAC, then,
overty alleviation and empowerment are inseparable, mutually reinforcing aspects of
its strategy. One cannpt be achieved without the other and each cbjective has equal
value and importance.. This much is clear among most BRAC staff, Unfortunacely,
however, the concept of empowerment is not explicitly defined by BRAC and its
meaning can only be discerned through discussions with senior managers. These show
[E/LGRA HEFEE3BA actess to and control over economic resources; increased influence
in the political process; re-negotiation of production relations; reduced dependence and
entrapment impased by invidigus patron-client relationships; rand, for women, the
effective re-négotiation of their status within the household. ~“The second element of
empowerment - derived from the combination of re-negotiated status and access ro
credit - is the ability of the poer to'generate additional income through the productive
use of new resources.

L 3
pa
.'.-'j

3.21 The intertwining of poverty alleviation and empowerment can be illuscrated
chrough the Kkey steps in the application of BRAC's basic mode!l which can be
characrerised as; '

i} Maobilisation: This invelves identifying and selecting new members and
promoting and fagilitating group formation,

ii) Organisation: Organising the pew members into small, self-contained
structures of sub-groups forming VOs is intended to promaote solidarity
and cooperation. BRAC's organisational medel, invelving sub-groups of
typically § members amalgamated into VOs with an average of about 50
members is rather different from the models used by many other
agencies, whoese village-level groups commonly range from about 12 to 25
members. The BRAC mode! is interesting because (a) it recognises the
importance of cohesiveness and shared interests and responsibilities inthe
very small sub-groups, while (b) it makes it easier and cheaper for BRAC
staff to reach and provide assistance to the secopd tier of the
organisational structure, the larger Village Organisations. The model also
provides for separate organisations of male and female members.

iii) Awareness-raising: This is where BRAC works with new members, to
encourage and help them to understand and articulate the reasons for
their poverty and to begin to think about their potential for growth and
development as individuals and as groups. Functional! education and
training are particularly important in this early part of the process, the
aim being to progress seamlessly from awareness-raising to the
development of leadership, planning, management and practical skills
among the VO members. '
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iv) Credit and Technical Training: Access to credic @5 a real, tangible

effectively and reliably.

v) The RDP-RCP Transition: The last step in the current mode! is the
transition of am Area Office under REP, with all its members and VOs, o
become a Branch Office under the self-sustaining rural banking operation
of RCP. Even more than the original delay hetween VO formation and
the provision of gecess teeredit; each RDPF AQ has tomeet clear criteria
te qualify for the transition, including a minimum ef four years in
operation, a minimum membership of about 6,000, and a threshold of
savings and credit activicies,

3.22 The sequence of steps in the model summarised above incorporates what BRAC
expects to be different levels of empowerment. The second and third steps of
organisation and awareness-raising, even without credit, are expected to promote
empowerment through the process of getting rew members to think about their
potential, their rights and their reasonable expectations. This is consistent with the
First element of empowerment discussed above. Access to credit — mere specifically,
the successful utilisation of credit - then begomes a confirmation of the second element
of empewerment. The provision of technical training, endowing members with new
skills, i3 an egually important praciical form of empowerment. Thess aspects of
empowerment are expected to be felr first by individugl members and sub-groups snd
to be appreciated particularly keenly among women. Thereafter, as VOs become more
securely established, BRAC hopes that they will feel empowered to take wider
initiatives on behalf of their members, includiog negotiating improved production
relations in the loeal economy and improved access to resources beyond these supplied
by BRAC. In the transition from RDP te RCF, the focus of empowerment is even more
clearly on the higher level of the VOs, for the success and sustainability of each RCP
Branch depends very closely on the continued successful use of credit, and the exercise
of empowerment that goes with it, by all the VOs within the Branch.

Onerational Policy

3.23 Where overall strategy spills into operational policy is on questions of the scope,
duration and intensity of direct work with the membership. Here, BRAC has an explicit
policy of expanding its activities to new areas rather than intensifying its work and/or
intensifying the benefits that can be derived from its assistance among & limited number
of members. The rationale for this seems to have three main dimensions. First, and
most importantly, BRAC simply sees the need to reach as many of the rural poor as
possible even if rhis means that most will only be able to raise their level and security
of living quite modestly, Secondly, BRAC is still learping about how rapidly their
members can expand their horizons of choice and scale in setting up more ambitious
ventures using higher levels of credit and involving more complex management
decisions. It is also learning how to discern differences in entrepreneurial potential
ameng different individual members, sub-groups and VOs. Thirdly, senior BRAC
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manadgers are alst aware af the risks of distortion and of tod much dependence if it
incervened too deeply in the rural economy or if it were to-intensify its work to such
an extent almost to create a separate 'BRAC' component of the rural economy.

Implications for Evaluation

3.24 The evaluation endorses BRAC's strategy and policy in aiming for breadch racher
than depth of assistance and benefits. The implication, however, is that it would be
unrealistic to iudge the effecrivensss of BRAC's work in terms of the elimination of
poverty among its members., Moreover; as yet it would be:unrealistic even to assess
BRAC in terms of its contribution teo the alleviation of poverty and inequity naticnwide.
BRAC is already 2 very large NGO, But against the magnitude of the rural poverty
preblem in Bangladesh its capacity is still limited. Even at a steady compound rate of
growth in membership as high as 15% per annum from its current base it would take
BRAC some 25 years to extend its coverage to 22 million people. This is why BRAC
wants its operational work not just to be successful at the interface with its members -
on whatever scale 1ts resources permit. It &lso wants to provide meodels that can be
used by others, influencing the system as a whole, including other NGOs and government
programmes and services.

3.25 Insum, BRAC is already showing that a8 comprehensive anti-poverty strategy for
Bangladesh must at least combine income generation with tmpraved secial serviges in
the fields of education, health, family planning and law. And to be effective, all this
must be accompanied by social change within and beyond the household. But given the
depth and magnitude of the task, BRAC zlone cannot be expected to make a difference
at the macro level in the short or medium term, no matter how effectively it reaches
its target group. This iz why BRAC mupst continue to show itself as a centre of
excellence sp that it can exercise the maximum possible influence on the work of other
government and non-government organisations with similar aims and objectives.

21



4. PERFORMANCE IN RESOURCE UTILISATION

Overview of Programme Costs and Resource Availahility

4.1 Budgers At the inception of RDP-II/RCP, the Donor Censortium had committed
a total of US$49 million. This comprised US$18.2 million for RDP-UI and US5$30.8
million to establish RCP. The RDP-H budget has been revised twice, in May and
December 1991, the most recent having risen to just over Tk.920 million. This
reprasants almost 60% more than the original approved budget of Tk.577.7 miilion. In
dollar rerms, devaluations of the Taka have reduced the effect of these upward
revisions. The original budget. was based on a Taka/USS exchange rate of 31.7:1. Since
then the Taka has lost just aver 20% of its value against the USS, the rate now used
being 40:1. Hence, the budget increase calls for a total donor allocation equivalent to
US523 million, some 26% higher than the original budget. The RCP budger has been
revised once, in December 1091,

4.2  There have been several reasons for the upward revisions in budgets: These have
included plans 1o open an additional 10 new RDP AQs during 1991/97; increases inscope
of work in the fisheries, irrigation, sericulture and other sectoral programmies; increases
int capital expenditure owing partly to higher than expected unit €osts in opening new
AOs and partly to the opéning of an additional Regional Office; bigher than expected
costs associated with the MDP centre at Rajendrapur; and an increase in the forecasted
number of loans to members:

4.3 Disbursements For both RDP and RCP, disbursements have fallen behind
schedule. For RDE-II, over the two full years from January 1930 to December 1991,
disbursements were Tk.B5 million {(US$2.13 million) behind schedule while for RCP the
shortfall was Tk.99 million (US$2.47 million).

4.4  Cumulative loan dishursements through RDP-II/RCP had risen from Tk.460
million in December 1859 to Tk.1,464 milliopn by the end of 1991 - dn increase of 218%
in 24 months, equivalent to an annual average growth of 78.4%. Over the same period,
gross loans outstanding rose by 229%, from Tk.185 million to Tk.609 million.

Operational Performance and Adherence to Budget

4.3  Operational performance Table 4.1 below summarises BRAC's operational
performance in respect of the key indicators of numbers of RDP AQs and RCP
Branches, village coverage, membership, credit dishursements, savings and gross loans
outstanding. This shows that in every respect except credit disbursements, BRAC has
exceeded forecasts. Perhang the two meost encouraging indicators of aver-achievement
are the 13.3% higher than planned level of membership by the end of 1991 and the
27.8% higher than forecasted level of savings. Teogether, these seem to confirm not
only the strong grass—roots demand o join BRAC bt the willingness of the rural poor
put in what they can. Moare encouraging still is to examine the change in average



TABLE 4.1;

RDP 11 and RCP Operations, Credit and Savings Performance January 1, 1890 through December 31, 1591

RDP 1I

RCP
December I - T g
1939 Target Actual Target Actual Tarvget Actual
Area Offices 20 &0 a0 a0 30 1160 120
Villages 4,238 3,600 3,516 1,500 1,682 5,100 5,198
V.0.'s 8,263 7,200 7,689 3,000 3,687 10,200 11,376
Male 0% J4% 35%
Famale 0% G6% G5%
Memibers 460,764 478,000 397,005 150,000 201,318 528,000 598,123
Male 36% 33% J1% 32%
Female G4% 679% 9% G5%
Disbursements (Tk million) 460 757 672 431 332 1,188 1,004
Gross Loans O/S {Tk million) 185 314 321 281 488 G5 609
Savings {Tk million) 45 g0 111 T2 13 162 207

SOURCE:

RDP and RCP Statistical Report (Dec 1590)

Maonitoring Department Dec 1891 Preliminary Report
Finance Department Dec 1991 Quarterly Finance Report
RDP and RCP Budgets Prepared Nov 18981; approved by Denor Consortium Dec 1861,




savings per member since December 1889, At that time, average savings were just
under Tk.100 per meémber while ever just two years average Savings had climbed to
Tk 348 ner member; 8

4.6 Adherence to budget in RDP-I In overall terms, RDP-1] has adhered very closely
to budget, with 2 level of underspending of just 1.04% by December 1991, as shown in
Table 4.2 below. Looking tnore closely at the different components of expenditure,
however: revesizs_same nuiteawidesrmmiasfgredoesd mwnr v unber-expenditure, bgth m
ghsolute and percentapge terms has been in the constructicon of TARCS, some Tk.17.8
million or 45% below budget. This is accounted for principally by the long delay in
commencing the construction of the new TARC at Comilla, scheduled for January 1891
but postponed for more than a year owing principally to the need for structural re-
design. In more detail still, although BRAC is keenly aware of the risk of inflacion in
pricas when it is known to be seeking land for new premises of any Kind, leading it to
take a cautious dpproach which itsell can cause delays, the land precurement and
development component of the budget for new TARCs was already overspent by Tk.2.7
million,

4.8  The second most significant area of under-expenditure; again both in abselute and
percentage terms, is the MDP, at Tk.11.8 million or nearly 20% below budget. Here the
situation IS quite complicated because on the one hand the new MDP centre at
Rajendrapor was some Tk.13.1 million over-budpger, while on the other, the planned
Principal Management Training Centre in Dhaka was not begun owing to delays in land
procurement. Net pnly this, but MDP is sdill far from being fully operatienal, not
having yet assembled its planned complement of core, full-time training staff. The
result has been nuder-expenditure in the recurring, operational budger. Prolecting
forward, however, if the experience with Rajendrapur construction costs applies to
other czpital items in the MDP budget and when MDP's operational capacity becomes
fully developed, the net underspending so far could well be reversed, This calls for
close monitoring of the total MDP budget.

4.9  Aress of over-expenditure The main areas of over-expenditure in RDP-II have
included institution-huilding, employment and income-generating activities, IGVGD, and
the operating costs of Area and Regional Offices, as shown in Table 4.2. The firsc three
of these four areas are npt major budget items and their rates of over-expenditure,
ranging from 10-12%, account for a total of Tk.12.5 million or 1.8% of total
expendinure. Office operating costs, on the other hand, represent the third largest item
in the RDOP-II budget after the revolving loan fund and NFPE. The 12% over-spending
on this item alone accounts for Tk.14.2 million. There were twao main reasons for the
aver-spending. First, salaries and benefits were over budget owing to higher than
expected owing to start-up costs. This is something which should be taken into account
in modifying the budgets for further new field offices. The second main area aof over-
spending was on stationery, largely owing to the introduction of new collecting forms
and the sssocizated instruction mannal.
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TABLE 4.2;

L

e ————

== = =

RDP 11 Fipancial Performance to Budget; Funding Statement January 1, 1990 through December 31, 1991 (Tk million)

Hudgml Actual Over/Under
A, Core Program
A Insthwtion Building 28,2 31.2 Cver
A.2  Empymt & Ine, Generatlon 50,7 57.6 Over
A.3  Branch, R.O. Op. Ex 114.3 128.5 Over
A4 Branch, R.O. and H.0O,
Capital Investment 56.7 56.6 Upder
A.5  Loan Revolving Fund 177.2 169.4 Under
A.6  Support Service:
A6 Expansion Existing
TARCS 9.5 9.4 Under
A.6.2 TARCS 39.2 214 Under
A6.3 REP 8.8 8.0 Under
A.6.4 Research & Evaluation 5.4 5.8 Over
B. Sectoral Programme
B.1 NFFE 125.5 129.5 Over
B.2 MDP 58.3 47,5 Under
B.3 IGVGD 26.8 20.4 Over
Total Funds Expended 701.6 694.3 Under
Net Interest Income (48.5) (50.2) Under
Funded by BRAC {3.9) {3.9) Over
653.1 640.2 Under

Total Funding Required

I

= —

b -

L

Varlance %

Amount A
3.0 11% ”

6.9 14%

14.2 2%

(0.1) 1%

7.8 -4%
(0.1) -1% {‘

(17.8) -45%

(0.8) -0%

0.4 7%

4.0 4%

(11.8) =20%

2.6 10%

(7.3} -1%

(1.7) 4%

0.0 0%

(12.9) -29%

approved by the donors In May and December 1991,

This is the December 1991 budget used by BRAC for reporting purposes, It reflects the original budget plus two revisions
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4.10 Adherence to budget in RCP The RCP.Balance Sheet to the end of calendar 1891
is presenred in Table 4.3, The overzll balance is 11% higher than expected and on the
assets side this s almost wholly accounted for by the line for clurrent assers of Tk.79.6
million which was not included in the original budget. Among other budget lines, as
with RDP-Il, there are wide variations, ranging from 8% over budget on the liabilities
side for the BRAC loan to 52% under budget on the assets side for cash in hand. These
are discussed in summary terms below.

4.11 RCP Balance Sheer While there are severa! lines upder budger in the Bzlance
Sheet, there is almost an inverse correlation between their magnitudés.in absolute and
percentage terms. The greatest percentage variation between budget and actual, for
example, of 52% applies to cash assets, the smallest of all line items, hudgeted at
Tk.6.1 million, and representing only 1% of the total expected assets. The second
greatest variation of 37% under budget applies to depreciation, the second smallest
budget line at TK.6.7 million. On the other hand, the two largest line items on che
assets side - investments and net loans - account for 46% and 45% respectively and
since the former was over budget modestly at sbout 3% while the latter was under
budget by 2%, together they have little effect on the overall picture.

4.12 If it were not for the Tk.79.6 million in current assets shown in Table 4.3 (which,
as noted in para. 4.9 above, had not been included as a line item in the original budget)
the variation between budoeted and actual amounts wounld have been only 1.79% under
budeet. In fact, some Tk E68.1 million of this current assetr amount is cash in the Bank
while the remainder comprises advances to staff for operational expenses and cash in
trapsit. This is another learning experience, showing that BRACGC should include 2

- gurrent asset line ip future budgets.

4.13 The majority of the Tk.69.0 million over budget amount shown on the assets side
of the Balance Sheet is assigned to currenc liabilities and to the BRAC loan on the
imbilities side. In addition, higher than expected members' savings, already noted
above, shows in the RCP Balance Sheet as the highest over-budget amount on the
liabilities side, at Tk.10.9 million.

4.14 RCP Income Statement The bottom line of RCP's Income Statement, presented
in Table 4.4 shows an actual net operating profit of TK.17.9 million, some 12.8% higher
than expected. This was derived not from income, which in fact fell short of budget by
2 modest 2.4%. Nor was it derived from savings in eperating expenses which, as in
RDP-II, were over budget by 5.7% for-Branch and Regional Offices combined. Rather,
it can be traced principally to significantly lower than budgeted depreciation allocations
at Head, Regional and Branch Offices. There are swo main reasons for chis. Firsg,
lower than expected capital expenditure has gbviously reduced the value of assets to be
depreciated. Secondly, however, BRAC has lengthened the time-scale for depreciating
furniture and fixtures from 6.6 to 10 years. While this obviously benefits the Income
Statement, in practical terms it may be over-optimistic. Finally, the significant over-
achievement of nearly 27% In interest on deposits can again be traced back to the
higher than expected build up of savings by BRAC members.
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TABLE 4.3:

RCP Financial Performance to Budget: Balance Sheet as of December 31, 159)

IT.'_—_“-._-; e ————— ——— ;r_'__-_ e —— =
Hluigul.l Actual Over/Under Variance Amount ] %
Assets r
Cash 6.1 2.9 Under (3.2) ~52%
lvestments 281.1 289.2 Over g.1 %
Clrrent Assets (L0 79.6 Over 79.6 ng
Net Loans 275.0 272.4 Under (2.6) -1%
Fixed Assets 53.9 38.4 Under (15.5) -20%
Ace. Depreciation 6.7 4,2 Under (2.5) -37%
MNet Fixed Assets 47.2 34.3 Under (12.9) -27%
Total Assets 69,4 B78.4 Oyer 69.0 11%
Llahilitieg
Members Savings 86.2 at.l Over 10.9 13%
Group Tax 25.4 24.7 Under (0.7) -3%
Total Deposits 111.6 121.9 Over 10,3 8%
Current Liabilitles 0.0 153 Over 15.3 na
BRAC Loan 487.0 528.3 Over 41.3 %
Total Liabilities 586.6 665.6 Over 7.0 115
Equity
Excess for 1990 (5.1) (5.1) na 0.0 0%
Excess for 1991 15.9 17.9 Over 2.0 13%
Total Capital 10.8 12,8 Over 2.0 19%
Total Liabilities & Caplital 609.4 | 678.4 | Over 69.0 11%
SOURCE: RCP,
1. This is the December 1981 budget used by BRAC for reporting purposes. It reflects the original budget plus one revision

approved by the donors In December 1991,




TABLE 4.4: KRCP Financial Performance to Budget: Income Statement January 1, 1990 through December 31, 1951

I:!urigm.l Actual Over/Under Variance Amaount. i)
1ne i P 3 e
come
Investment Income 22.8 21.3 Under (1.5) =7 %
Loan lnterest Incame a8.1 40.1 Over 2.0 5%
Total Income 60.9 61.3 Over {).4 1%
Interest Expense
Interest on Deposits 6.3 B.D Over i Lt
Mot Inteveet Income G40 R Under f1.31 -20,
13 '
25 Operating Expenses
Branch Operating Expenses 288 24.2 Over 153 6%
R.0. Operating Expenses 1.5 1.6 Over ' L 1%
1l H.0. Operating Expenses 2.5 2.3 Under {0.2) 8%
Hranch Depreciation Expense 3B 1.0 Under (2.5) =T1%
1.0, Depreciation Expense 0.6 0,2 Under (01.4) -67%
H.0, Depreciation Expense 0.9 0.3 Under (0.6) -67%
Loan Loss Provision 6.4 5.0 Under (1.4) -22%
Staff Training (.4 0.7 Over 0.3 T5%
Total Operating Expenses 38 35,4 Under 13.3) ~ 5%
Net Operating Profit 15.9 17.49 Over 2.4 13%
= ——— '-'-—J"——'— e e —— ——— — —— T —
SOURCE:  RCP.
1. This Is the December 1991 budget used by BRAC far reporting purposes. It reflects the original budget plus one revision

approved by the donors in December 1891,
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Perfornance in Loan Pisbursements and Outstandings

4.15 For RDP-II and RCP combined, Table 4.1 above shows an aggregate shortfall of
15.5% in dishursements over the two-year peried to the end of calendar 1891. For RDP-
II alone the shortfall was 11.2% while against the smaller RCP targer the shortfall was

= v i

i) in 1991 a new requirement was introduced that all petential borrowers
shotld receive functional education before gualifying for access to credic;

i) the new 1991 regulation restricting membership of BRAC (hence credit
gntitlernent) to a maximum of two members of an immediate family;

iii) another new rule stipulating that a BRAC member may take put only one
general loan at 2 time (excluding housing and collective loansl;

iv) the budget assumed that all new AOs would become operational at the
very beginning of each year in which they were scheduled to open while
in practice, late openings have implied delays in the build-up of credit
activity. L

4.16 The first and last of these factors clearly affect the timing of new disbursements
but should quickly become less influential through time. Moreover, they hardly apply
to RCP Branches except in respect of the modest turnover in membership that has been
observed in the field. Thesecond and third factors may be more significant in affecting
the absorptive capacity for credit among members. But it has not been possible to draw
firm conclusions because of the difficulcy of identifying what proportion of past
dishursements have been issued (3} to mare than two members of the same family or
household, and (b) simultaneously to members already having outstanding loans from
BRAC.

4.17 On the other hand, Table 4.1 also shows a higher than expected level of loans
outstanding by the end of 1991, albeit very modestly at less than 1%. The November
1891 review of savings and credit activity already drew attention to the gap in
achievements between disbursements and cutstandings, concluding that this implied a
higher share of longer-term loans and/or slower than expected repayment rates. In face,
although there are greater numbers of longer-term loans than forecast, the volume of
short-term loans is also higher than forecast. Meanwhile, the picture has become more
polarised following the de-emphasis on medium-term loans, reducing them to less than
5% of disbursements in the third quarter of 1991,

4.18 The de-emphasis of medium-terms lpans has led to a dispropoertionate increase
in shert-term lending with only a very small increase in the volume of credic in long-
term loans above the revised budget. This is reflected in the weighted average loan
duration having fallen from 85 weeks, as foreseen hoth in the original and revised
budgets, to 82 weeks for actual dishursements over the two years to the end of 1891,
The conclusion, therefore; is that the increase in the value of outstandings while
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disbursements have been behind schedule is wholly due to slow repayment of principal,
Any such trend calls for careful monitaring and management for it can easily become
worse. Slow repayment obviously reduces the velocity with which existing funds can be
re~circulated. Without further injections of new funds to maintain'a riven disbursement
schedule the imbalance can fuel its ewn growth., This raises the guestion of credit
portfolio management which iz taken up in the next section of this report.
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5. CREDIT MANAGEMENT

Backeround

Ay Experience in Bangladesh aver the past 10-135 years has dooe much o restore

in terros of their ghility to use credic effecrively and to repay it. Credit recovery rates
of 97% or more, based on the published results of the Grameen Bank and BRAC - the
largest, best-known credit services in Bangladesh - have become the goal for other
credit programmes both within and beyond the country and the yardstick by which they
are now judged.

22 This restoration of confidence has bheen the more important because it stands in
clear contrast to the widespread disappointment and disillusion created by earlier
experience in channelling rural credic through, for example, Cooperative structures
under government regulation. Within Bangladesh a 1989 study on government-sponsorad
conperatives Tound thir the cmnulative recovery rate for short-term lgans was 535% up
to March 1986 while for "term credit' (typiczally over three years), accounting to about

half of total cumulative lending, the recovery rate up to March 1988 was as low as
25%."

5.3 Against this background, the international community, particularly che
interpational development assistance agencies which chaone] funds to rural credic
services in Bangladesh, are understandably eager to be reassured that the very high
published recavery rates gre f(a) real, and (b} will be maintained, Concern aver ths
reality of recovery rates does not mean gquestioning the arithmetic of their calculation.
Inscead it focuses on the methodology that is used, especially when early success on 2
small scale leads to the injection of new funds, hence rapid expansion in the value of
outstanding loans. For the credit services themselves there are comunensurate concerns
that aoy reduction in published recovery rates could have disproportionately damaging
effects on the international reputation and confidence they have earned. For these
reasons, the MTE has looked as closely as possible at credit mapagement in BRAC.

The Corrent Credit Managzement Appreach and Its Limitations

5.4 BRAC currently tracks the quality of its loan pertfolio by means of (g) four
categories through rime, and (b) monthly checks on repayments received compared with
those expected. The four categories of loan are:

i) Current: all loans are cwrent during their original term for repayment,
Irrespective of repayment performance;

=

Study on Cogperatives. Sponsored by GOB (Planning Commission),
CIDA, DANIPA, UNDE znd the world Bank. Dhaka. March 15989.
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Late; loans are re-classified as late when their-original repayment term
has expired and the remaining outstanding balance has bee re-amortised;

=
L

e

Overdue: a late loan becomes overdue if the re-amortised amount has not
heen fully repaid; '

e
(=l
-

—

i) Nat Yet Traosferred (NYT): this applies to loans whose barrowers refused
to-re~affirm their repayment obligations when BRAC introduced more
rigid credit policies some years ago.

B Under this system, in theory a borrower could make no repayments at all but
while the loan in question was successively re—classified through the four cacegories it
woult not be registered in the recovery rate ezlculation. In other words, the recovery
rate includes an atrepuarion factor for as long as it takes finally 1o register defamic.

5.6 Credit recovery and credit disginline The question of time - the attenuation
factor referred to above - is of critical importance in calculating recovery rates. In
this respect it is important to distinguish between credit discipline and credit recovery.
Borrowers show perfect credit discipline when they adhere fully to repayment schedules
agread in advance so that repayments are complete when loans reach the end of their
respective terms. If credic discipline is less than perfect during the term of a loan
there can still he full recovery on schedule provided that lapses early in the term of the
loan are made up by the closing date. If, on the other hand, lack of full discipline
means that loan maturity is reached without full repayment this may still not be
incompacible with full recovery if there is still confidence that the putstanding amounrs
due can and will be recovered, albeit late. Through time, it'is only when there is no
longer any confidence that outstanding amounts can be or are likely to be repaid that
they are written off as bad debts and entered into recovery rate caleulations, Insum,
full eredit discipline guarantees full recovery while lack of discipline is not incompatible
with full recovery until the lending agency draws the line. This is why Tnonitoring credit
discipline through time is such an important aspect of credit management.

3.7  As noted above, BRAC field offices prepare monthly progress reports showing
what has been received in credit repayments against what was expected to be received.
This does give some indication of credit discipline. In practice, however, field studies
during the MTE have suggested that field staff do not uniformly apply the same
definitions in determining expected receipts each month. Even if they did, the
methedology itse!f is not sufficiently sophisticated to provide an adequate indicatrion of
portfolio guality, For exampie, the monthly reports do not show how late the late
payments are. Nor do they relate lack of credit discipline to the magnitude of
outstanding principal in-affected loans - 2n important indicator of risk and vulnerabilicy
in the porcfolio.

Specia! Studv of Credit Discipline
5.8 Limitations of the study Against the background of the distinction between
credit discipline and credit recovery outlined above, the study cornmissioned by the MTE

st out only to assemble data on discipline. As such, no conclusions can be drawn about
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how lack of discipline may or may not work its way rhrough eventually into failure to
recover the loans concerned. In addition, as also mentioned in the rerms of reference
for the study, the aim was not to carry out a statistically répresentative analysis, nor
to permit any grossing up of results to draw BRAC-wide conclusions. The aim instead
was simply to provide a tentative glimpse at credit discipline and in turn to assist the
MTE in framing any recommendations it may feel necessary to put forward for cradic
monitoring and management.

5.9 Scope of work Section 1 of this report has already indicated that the study
coversed two relatively new EDPAOs and two longer-established RCPE Branches. Data
were collected on a total of 400 individual loans (100 from each AQ and Branch); on 50
individual components of deep tube-well collective capital loans (25 from each of the
two RCP Branches); and a further 58 individual compenents of DTW collective operating
loans (again, 25 each from the same two Branches).

5.10 The 400 individual loans selected were all issued during the mionth of January
1991. The information collected was simply the repayment amounts actually collected
each month and the amounts that were scheduled for collection. The same information
was collected separately for the DTW leans. This informaticn permits the calculation
of credit discipline over any perioed ranging from one to twelve months as follows:

Amount actually collected by period epd x 100
Armnount that shoold have been collected by period end

Results of the Study

5.11 Summary There are two fundamental results of the study. First, there are wide
variations in credit discipline., But secondly, it is difffenlt to discern many clear
patterns in the variations according to AQ/Branch, loan category or $ize. These two
results together achieve the aim of the study in demonstrating the importance of
comprehensive and detailed monitoring of discipline as ap aid to credit management.

5.12 Credit discipline by Office/Branch and loansize Table 5.1 shows credit discipline
among the four Offices/Branches for the whole of 1881, For the full 400 sampled loans
the average discipline rate was 76.75% but the first revelation of variation is in the
discipline rate among Branches/Offices, ranging from a high of 99.73% (in Kotwali 2,
Mymensingh) to a low of 49.81% (in Paglapir, Rangpur). It might be supposed that there
would be some sort of pattern in discipline rate according to loan size, with smaller,
short duration loans showing good discipline because borrowers would be keen to ensure
that they would qualify for an immediate follow-up loan. Larger, longer-term loans
might be expected to show weaker discipline simply because maturity dates are further
ahead in time. But the results show oo such pattern.

5.13 Credit discipline by Office/Branch snd loan catepory Table 5.2 does seem to
show a pattern. Individual and asset loans show relatively similar discipline rates while
cellective loans (found only in the two RCP Branches) show significantly lower rages.
This patrern is stronger in RCP Daragram than in RCP Paglapir which is the worst-
performing of all four Offices/Branches. It js likely that most, if not all, of the 95
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TABLE 5.1: Credit Discipline Rate - By Branch and Loan Size

fs E — —

;' Branch | Up to 5 T%1,000 to ‘1 Tk3,000 to | Tk5,000 | Tozal

| | Tk999 | TK2,999 | Tk4,999 and above |

. o s e S i e

!} RCP Daragram : ..
Number of Borrowers ] : BB 12 2 100

‘ Amount Due 4 101,212 37,265 5,841 44 318

| Amount Collected 60,251 23,847 5,310 89,418

| Rate % 52.54% 90.91% | 61.96%

| RCP Paglapir 1
Number of Borrowers 37 58 5 100
Amount Due 12,202 86,129 15,303 113,634 §

| Amount Collected 6,999 41,264 8,342 56,805 |

| Rate % 57.36% 47.91% 54.51% 49.81% |

| RDP Kotwali-2 F j

i| Number of Borrowers | 38 2 | 100

i Amount Due 1 185,108 6,370 191,478

| Amount Collected 184,591 6,370 190,961

[ Rate % 99.72% 100.00% | 59.73%

l! RDP Jessere Sadar '

‘ Number of Borrowers 6 65 23 6 100

|" Amount Due 2,300 11778 52,816 16,298 183.192

|l Amount Collected 1,320 95,026 1 41,646 10,560 148, 552 |

| Rate % 57.39% 85.01% 78.85% 64.79% 81.09%

| TOTAL i
Number of Borrowers 43 " 307 42 3 400

‘ Amount Due 14,502 484,227 111,754 22,139 632,622

I Amount Collected 8,319 381,142 80,205 15,870 485,536

|I__ Rate % 57.38% ; TB.T1% TL.77% | 71.68% 76.75% |

Note: Credit Discipline Rate = Actual amount of instalments collected up to
December 31st 1991 divided by the instalments due in thst period (x 100).




TABLE 5.2: Credit Discipline. Rate - By Branch and Loan Category
i , — =
!,: Branch Individual | Asser Collective Total '
’ S e e e e e
| RCP Daragram | | |
| Number of Borrowers 49 1 50 100 |
|! Amopunt Due 101,282 ] 2,851 | 40,145 | 144,318 |
| Amount Collected 74,106 2832 12,480 89,418 ;!
| Rare% 73.17% 97.96% 31.09% 61.96% |
| ReP Pagiapis | |
| Number of Borrowers 54 1 45 100 |
- 93,481 2.303 17,850 113,634 |
Amount Collected 48,525 | 1,081 6,999 56,605 |
Rate % 51.91% 46.94% 39.21% 49.81% ||
I|| RDP Kotwali-2 i I.ll
MNumber of Borrowers 100 100 f
Amount Due 191,478 191,478 |
| Amoent Cotlected 190,961 f 190,961 |
| Rate% 99.73% 99.73% |
|| RDP Jessore Sadar I.I.
| Number of Borrowers 51 49 100 |
Amount Due 86,575 96,617 183,182 |
Amount Collected 70,357 78,195 148,552 |
| Rate % 81.27% 80.93% 81.09% |
I TOTAL II\
| Nuomber of Borrowers 254 51 95 400
|  Amount Due 472,816 101,811 87,385 632,622 |
[ Amount Collected 383,949 82,108 | 19,479 485,536
| Rate% 81.20% 80.65% | 33.50% |  76.75% |

MNote: Credit Discipline Rate = Actual amount of instalments collected up to
December 31st 1991 divided by the instalments due in that period (x 100).



collective loans sampled are for deep tube-wells (DTWs) which are discussed in more
derail below in the context of the special sub-sample of capital and operating lozns for
these schemes. The value of their inclusion in this table is to show what a depressing
effect their poor discipline can have on aggregate discipline rates. The amount due on
collective loans represents only 9.2% of the total due. But their low discipling rate of
33.58% has the disproportionate effect of depressing the overall rate from 81.11% for
individual and asset logns eombined o 76.75% for the whele sample,

5.4 Disrribmtionof borroovers by credit discinline and loan size Giventhe excellent
overall discipline rate in RDP Kotwali-2, the clusvering of all borrowers in the highest
two columns of discipline rate shown in Table 5.3 is only to be expected. Among the
other thres Offices/Branches a loose pattern can only be discerned if the previous
distinction between collective and other loans is taken into account. Initially it is
surprising o obhserve an apparent glear differsace between the broadly U-shaped
distribution shown by the two RCP Branches (ie. a clustering of borrowers at each end
of the disrribution) and the tailing-off of the distribution in RDP Jessore Sadar. Taking
into @ccount the poor performance of collective lpans, however, which appear only in
the two RCP Branches, the difference becomes easier to understand. Indeed, the 25%
of borrowers in Daragram and the 23% of borrowers in Paglapir with discipline rates of
less than 1% are consistent with the tables and histograms presented later in chis
summary of results. Although these histograms relate to a different sample of
exclusively DTW loans, they show zero recovery for DTW capital loans in Daragram and
z discipline rate of only 31.22% for operating loans in Paglapir.,

5.15 DBistribution of borrowers by credit discipline and loan category The conclusion
drawn above that there are distinctly different distributions of borrowers by discipline
rate fur mainstream and collective loans {(malnly DTWs) is conflrmed by Table 5.4
(which is restricted to the RCP Branches because there were no collective lpans in the
newer RDP AQs). The U-shaped, polarised distribution is ¢learly shown to apply only
for collective loans, with some borrewers having excellent discipline and the remainéer
having very poor discipline. For the individual loans, RCP Daragram shows a tailing-off
distribution while for RCP Paglapir, the Branch with the poorest credit discipline of sl
four Offices/Branches sampled, there is a clustering of borrowers in the credit discipline
range from 20% to 79%.

5.16 Seasopal trends in credit discipline rate Table 5.5 and the histogram in Fig. 5.1
show seasonal variations in credit discipline for the main sample of 400 loans. For the
four Offices/Branches taken together, the highest discipline rate is in June, as shown
in Figure 5.1, The lowest rates are clustered in the months of September, October and
November. Throughout most of Bangladesh this period is known tao be the most difficult
for the rural poer, coming at the end of the monsoon (flood waters usually peak in
September) and before the main aman harvest. Loocking more closely at the seasonal
rates gmong the different Offices/Branches shows that the worst-performing Branch,
Faglapir, has discipline rates as low as 8.71% in October and 19.91% in November. It
is alsp interesting to note that the discipline rate at this Branch rises to as much as
96.20% in the following month of December.,
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TABLE 5.3 Distribution of Borvowers - by Credit Discipline Rate and Loan Size

1 ) Credit I.‘rﬁcipﬂrw Imu- Percent
Particulars = ————————————— e T e e e
e S 1_1311 &q[?w er | EE.I 1{: %f‘r s Eﬂ) to '?E?r 41] Lo }9 I 2[} ln 'E‘l} ! 1 l{r IE} i £S5 Ihun 1 T“,. al
RDP Daragram 29 11 1 R ’ B 17 25 100
Up to Tk999
Tk1,000 to 2,999 27 6 4 3 5 16 25 86
Tk3,000 to Tk4,999 2 3 3 3 I 12
Tk5,000 and above 2 2
RCP Paglapir 23 B 12 14 (4] g 23 180
Up to Tk399 17 5 15 37 |
Tk1,000 to 2,989 7 4 12 12 8 g b 55
Tk3,000 to Tk4,559 1 2 2 a
Tk5,000 and above 0
RDP Kotwali-2 B8 12 0 (l il {l () LE81H]
Lp to Th999
Tk1,000 o 2,999 86 12 : , : ; 98
Tk3,000 to Tkd,999 2 2
Tk5,000 and above et T ¢
RDP Jessore Sadar 26 42 15 1l T { () 100
w Up to Tk999 1 2 I 2 6
Tk1,000 to 2,999 20 2 11 6 1 G5 i
Tk3,000 to Tk4,9809 6 11 2 2 2 23
Tk5,000 and above 3 1 2 6 \
TOTAL LG6 T4 34 27 Zh 268 48 A00
Up to TkS99 17 6 2 ] 2 ) 15 43
Tk1,000 to 2,999 138 49 27 21 I 25 33 307
Tk3,000 to Tk4,9598 11 14 § 4 7 | (l 42
TL.J 00 and above 0 5 l { | Z ] t] H

— =SB e e e e e e e e e e e e e ==

Nate: Credit Discipline Rate = Actual amount of instalments collected up to December 31st 1991 divided by the Instalments due in
that period (x 100),
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TABLE 5.4; Distribution of Borrowers - by Credit Discipline Rate and Loan Category
Credit Discipline Rate Percent
Particulars =S ——— =i = e =

100 & Over | 80ta99 | 60to 79 | 40t0 59 | 20to 39 | 1 to 19 | Less than 1 Total
RDP Daragram 25 10 T 4 [ 17 25 L0
Collective Loans 10 - ' 15 25 Sl
ndividual Loans 14 1Q 7 2 i 2 A
Asset Loans | l
RCP Paglapir 23 9 12 14 10 9 23 100
Collectlve Loans 17 5 23 45
Individual Loans 6 4 12 13 10 9 54
Asset Loans i |
TOTAL 52 19 18 18 18 26 48 200
Collective Loans 27 5 0 { 0 15 48 a5
Individual Loans 2D 14 19 16 18 11 4] 103
Aseet Loans 0 i} 0 2 ] 0 ﬂ_i 2

Mote: Credit Discipline Rate = Actual amount of instalments collected up to December 31st
that period (x 100).

1991 divided by the instalments due in



TABLE §.5:

Credit Discipline Rate

- by Branch and Month

= Crodit Discdpline Rote (X) THER - ___i
Manth REP HECP il RO Total RCP HOP .. ROP EBR
persyram | Paglapir | Kotwall-2 | Jessora Daragram PagYapir Kotwali-2 dessore Sadar TOTAL
S bue ol Due Coll Dua Coll Due (o bue I call

e e e e | Nl =R L= ==l _
Janiapry £3.09 6527 10000 104033 Be . 60 A4,926 3,152 7,100 4,634 5, hB6 5, 56 B, 0358 i, 365 £, aa 21,758
Fehriiary G598 58,57 100,00 08,83 84,51 11,183 1,285 3416 5,392 15,435 15,436 T8, 468 14,307 50,313 42, 520
Mareh G4, a7 4817 100, Ol 98:20 82,62 12,663 8,164 4,.5&9 4,619 13,01 17,001 16,526 15,799 55,219 A5,623
fprd] .29 A8, 81 00 O 41.05 HY,34 12,556 8, 064 11,147 5,441 1?.5'”5 17,90 15, B08 14,383 571,417 46, 704
g May 5, 844 28,07 100, 00 G0, 02 5,66 12,236 1,043 9,810 3,573 16,217 16,817 T 13, 765 53, G50 A0, 558
- Juris 101,09 .93 100,00 Be. 59 81.23 103 8, P 11,476 | 8,211 17,01 17,043 16,526 13,472 GE 486 7| 57,008
duly GE, 50 46.33 100, 00 B, 25 73412 13, 064 B, RO 10,650 5,087 18; 383 18,383 16,627 13,33 &4, 024 A5, 541
August G500 GE.45 100,07 6,60 16,99 13,073 T3l 843 6,267 16,448 16, 459 14, 858 11,465 53,920 A B
SepLomber 44,55 55,40 100,90 54,485 66,09 11,605 5.1 10,085 2,870 17, T2 1T 2ed 15,961 10,287 54,522 36,299
Dotobar 46,97 g7 100, 00 539,68 63,62 13,945 6550 9,275 a0s 17,4448 17,445 16,0892 9,603 oh, 50 34,409
Horvenbier 0,23 13 RisARAN TR GF Ok Vi % Sy B e g B 16,448 1,455 1E, 164 10,883 T AR L I05
Decamnbar 34.43 Gh.20 9675 67,35 74,56 9,170 3,157 T hed 7,334 15,2_4_E_I_ 15,720 18,927 ¥ 12, 1T 51,555 3B, 958

61.96 | 49.81 59.73 | 81.09 | 7675 | 194,38 | s9.a18 | 113,634 | 66,605 | 191,478 | 190,981 | 16319z | 48,552 | espieze | es5sss |

Note: Credit Discipline Rate = Actual amount of Instalments collected up to December 31st 1991 divided by the instalments due in that peri

{x 10
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5.17 Credit discipline among deep tube-well loans Table 5.6 shows the discipline rates
and the distribution of borrowers by discipline rate for capital and operating loans for

the two RCP Branches concerned. These data are perhaps the most difficult to
underscand and interpret. In'RCP Daragram, for example, the credit discipline race for
capital loans i1s' zero while for operating loans it is a relatively healthy 87.65%. On the
other hand, in RCP Paglapir, whose gverall discipline rate is significantly worse than
Daragram (35.37% as compared with 59.04%), capital loans show a higher discipline rate
than operaring loans. The data on the distriburion of borrowers again shows a polarised,
U-shaped pattern for Daragram, with capital loens at one extreme and operating loans
atr the other. In Paglapir, there are two peaks in the distribution, with 38% of all DTW
borrowers clustered with a discipiine rate of zero and 48% in the range 50% to 74%
credit discipline rate, Distinguiching capital from operating loans, this pattern is
broadly repeated for each category.

5.18 Bason e redic discinli DTW loans Table 5.7 and Figure 5.2
suddeniy show a very clear seasonal pattern in the repayment of DTW loans.
Notwithstanding the difference between the two Branches in overall credic discipline,
Table 5.7 shows that the discipline rate is zero in both Branches for a period of 7
months in the year. Repayments are clustered in the period May to July, with very
large repayments in September for Daragram and some very small repayments in
Decembear for Paglapir. The clustering of payments coincides with the marketing of cthe
harvest from the crops irrigated by DTW water. It confirms the generally held view
that the pature and pattern of income flow from DTWs has a marked effect on the level
and pattern of loan recovery. In Daragram there is clearly something seriously wrong
wirh capital loan recovery while in Paglapir repayment is very poor overall

Imolic=rions [ ulcs

5.19 As noted in para. 5.11 above, the results of the special study confirm how
important it is to monitor the health and quality of the lending portfolio. It also shows
that monitoring should not be restricted to aggregate, BRAC-wide or even regional
dara. It must distinguish not only among individual Offices and Branches but among
loan categories and sizes. Beyond this, the study shows that financial/numerical
monitoring can certainly reveal where there¢ are particular problems with credic
discipline. Yet monitoring data alone cannot show what those problems are, why they
have arisen or what might be done to overcome them. This is where the Office/Branch
Managers' role is so critically important. For when monitoring data begin to show a
problem somewhere in the credit portfolio it is they who must immediately get to grips
with it and take remedial action. The fact that the special study has thrown up what
seem to be serious problems with DTW loans and less serigus but noticeable variations
in credit discipline among other Offices and types of loans suggests that at present
BRAC is pot sufficiently well-equipped on all fronts to take early remedial action.

Proposed Imorovements in Portfolio Management

5.20 BRAC's current system for tracking loan guality does not provide it - either at
Head Office or the field level - with sufficient information to identify a deteriorating
situation sufficiently early or in sufficient detail to take corrective action. Instead, it
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TABLE 5.6: DTW Loans - Recovery by Branch and Loan Type

-

il

|: Particulars I Capital Operating Tortal
| I Loan Loan !
‘[ RCP Daragram : |
Taka Due 12,836 26,450 39,285
| Taka Collected 0 23,194 23,194
I Credir Discipline Rate % 0.00% B7.659% 59.04%
|| Distribution of Borrowers by Credit "
| Discipline Rate % |
| 100% and over 21 21 |
| 75% to 99% |
| 50% to 74% |
25% to 49% 4 4
1% to 24%
0% 25 25
| Total 25 25 50
| RCP Paglapir |
| Taka Due 8,751 22,550 31,301 |
| Taka Collected . 4.032 7,040 11,072
| Credit Discipline Rate % 46.07% 31.22% 35.37T%
Distribution of Borrowers by Credit
Discipline Rate %
100% and over 3 3|
75% to 99% 2 2
| 350% to 74% 10 14 24
| 25% to 49% 2 2 |
| 1% 1o 24% Q|
i 0% 8 11 19
| Total 25 25 50
Total
Taka Recoverable 21,587 49,000 70,587
: Taka Collected 4,032 30,234 34,266
| Recovery Rate % 18.68% 61.70% 48.54%
| Distribution of Borrowers by Credit |
] Discipliv: Rate %
100% and over 3 21 24
75% to 99% 2 0 2 |
50% to 74% 10 14 24 |
25% to 49% p 4 G
| 1% to 24% 0 0 0
'| 0% 33 11 44
: Taral 50 50 100 |

Note: CrediE_I-.'li.';cipiine Rate = Actual amount.of instalments collected up to
December 31st 1991 divided by the instalments due in that period (x 100).
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TABLE 5.7: DTW Loans - Recovery by Branch and Month

Crodit Discipline Rate (R) TAKA N
toanth RCP Daragran RCP: Pdglapis
RCP Daragram RDP Paglapir TOTAL
Total Capital Gparation Cepital Operation =

B Capital | Operation | Capital | Operation | Al Due | Gl | Lue Coll | Due [ Cell bue | Coll | mwe | Coll |
January 0,00 0,00 0.0 (.00 0. G0 E76 ] 1, B4 0 &52 H 1,804 0 &4, B35 o
Februsry (.00 0,00 0200 0.00 0.00 1,024 i) 2,200 g GES a 1,604 0 by 1 0
March 3, 0 0,00 0.00 0,00 0. 00 1,028 0| 237 o 744 0 1,936 0| & 084 i
Aprd ] 0,00 1, 0 0.0 00, 0 0, 00 1,109 a 2,464 0 86 ] 2,123 a 462 0
May 0,00 104,46 i, 0 D.00 | 5o.44 1,204 0| 4.B86 | 5104 693 o 1, B4 o O T A A
Jurin 0,00 131,81 365, 08 56,62 | 126.66 1,028 D[ “Gy3a8 | 9,274 4| 2,865 1,036 11000 o,a52 | 13,239
'||' July 0. 06 176,04 | 145,28 29078 | 1787 1,205 o 3z | w750 135 | 1,155 223 8,940 | 7,475 | 2,888
August 0. 00 A 0. Cd 0,00 0,00 1,028 0 T 0 raz a 1,800 0 &, 350 ]
Septlenber .00 323,73 0,00 0.00 | 59.85 1,109 0 gad | 3,056 798 0 P,255 o 50086 | 3,08
Octobar (00 000 .00 Q.00 Q.00 1,208 ] 352 d 633 0 1,804 ] &,053 0
Havenbar 000 Q.02 Q.00 009 0.00 1,028 ] 352 0 ra2 Q 1,E04 L] 3,876 ]
Decombar 060 000 1.l 60D 0.3% 1,109 ] 264 F] 748 21 139 ] 3,524 i
TOTAL | 0.0 B7.69 |  46.07 3122 | 4854 | 12,835 0| 26,450 | 23,194 | 8,751 | 4,082 | 22,550 | 7,040 | 70,587 31__,25;3

Mote: Credit Disclpline Rate = Actual amount of instalments collected up to December 31st 1891 divided by the instalments due in
that peciad (x 100},



ez 37, 1991

e

LIRE

[

_ R STt
|
.Mw |
550 1]
5y
5 7
B |
1= S,
| A L3,
-2 A M K
Hl”_ (-5 T I O N e S
C |
|
_
|
_
m
m
|
_
| l | i l i l 1 1
- s == ) | e = = o =
= O (1] E L= > =4 5 e

jusnsad =pon Sungdioming Jpsisg

clE)

!

Mot —

alments eollected upke D

L
L= R
I

t of ins

1zl amour

het
met - die

pling Hate

gei,

obta : Credit D

M

Lt 2 h o Bincy

= bhet

=

d b the dmetal

!

| f.]. '_1;.-: L



-

relies mainly on its field staff - in practice, mainly Regional Managers - to stay in close
touch with their Area Offices and Branches and to be aware of problems as they may
emerge. This is essential and should continue. But as BRAC expands, over-reliance on
the experience and judgement of senior managers will become more risky. What is
needed is {a) an improvement in the quality and usefulness of financial monitoring data,
and {b) greater rellance on Area/Branch Managers to use that

data and to take their own remedial measures,

5.21 Apgeing by Account The key methodological improvement required is the
introduction of an Ageing by Account system. Prior to the MTE, BRAC had already
begun to develop a format for loan ageing analysis. This would show missed instalment
payments by AO/Branch, with ageing categories showing when payments had been
missed. As in so many aspects of its wark, this initiative shows that BRAC itself has
the ebility to spot where improvements are required. The MTE suggests only that the
ageings system being developed by BRAC has two main shortfalls. First, it does not
track the outstanding principal that is at risk in each age category. This is important
because late or missing payments on a small number of large loans can imply a2
substantial risk to the total portfolio. Secondly, the ageings system would record the
same borrower for payments missed in each age category. This would not reveal
whether several borrowers might be late or perhaps the same borrower might be
appearing in several age categories.

5.22 The main ways in which BRAC's Ageing by Account system can be improved are
that it should show:

i) the amount of risk to the entire portfolio - which means that within each
age category the amount of outstanding principal which is late should be
shown as a percentage of total principal outstanding in the portfolio;

if) the repayment discipline of borrowers - which means that within each age
category and period the amount of repayments actually received should
be expressed as a percentage of what should have heen received in that
period according to the original schedule.

5.23 The next step that must be taken is more difficult and will be more time-
consuming. It is to make Area/Branch Managers and their Regional and Head Office
supervisors familiar with the system in detail and able to understand what the financial
data are signalling. Even more importantly, those using the data must be able to take
management decisions for remedial action when problems are revealed. This represents
a new - and quite major - task for the Management Development Programme.

5.24 Write-offs and Loan Loss Reserve In the third quarter of 199!, the share of
Overdue and Not Yet Transferred loans in cumulative disbursements rose from 1.3% to
1.6%. In Taka terms, as cumulative disbursements under RDP-II/RCP had reached
Tk.1,276 million by the end of September 1991, the rise to 1.6% represented Tk.20.42
million. For reasons mentioned earlier in this Section, this does not of itself imply that
calls will have to be made on the Loan Loss Reserve (LLR). Much depends on (a) how
much of the due amounts might be collectable, and (b) when any write-offs might be
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made. Nevertheless, this is a significant rise in the space of one quarter and signals a
serious decline in loan qualicty. If the rise were to continue, it could come close to the
LLR, currently set at 2% overall, It is also linked to the conclusion drawn earlier in
this Section that the higher than expected leve!l of loans outstanding in the context of
below target disbursements is being caused by slow repayment.

5.25 Linking the aggregate rise in the share of Overdue and Not Yet Transferred loans
to the Special Study on Credit Discipline is difficult because the study was not designed
to be statistically representacive. Nevertheless, if the study's conclusions with respect
to collective loans in general and DTWs in particular are a pointer to possible similar
problems elsewhere, BRAC should look carefully at its LLR. As a matter of prudent
accounting, a policy should be adopted for the timely write-off of bad debrs. Linked
to this, BRAC should also be able to establish the reasons for bad debts. They may, for
example, be due to the unreliability of individual borrowers. In such cases, no doubt
eligibilicy for future credit wouid be denied and membership of BRAC would be
withdrawn. Alternatively, delinguency may be due to the lack of viabilicy of the
encerprises or activities for which credit has been used. Here, the borrowers may not
be at fault but instead BRAC would need to be cautious about future lending for similar
activides.

5.26 The adoption of a policy on write-offs would immediately begin to provide feed-
back for the review and possible adjustment of the LLR. Indeed, through time, it would
become possible to introduce different levels or rates of LLR for different components
of the portfclio according to their proven degree of risk, as indicated by write-off rates.
From the results of the Special Study on Credit Discipline, for example, it may be
necessary ro introduce a higher LLR for DTWs.

3.27 These questions of write—offs and LLRs are important because they would end
the speculative concerns sometimes expressed by the donors about the 'real health' or
quality of the BRAC credit portfolio and the adequacy of the current overall 2% LLR.

5.28 Branch-level accounting At present, BRAC uses a 'cash-flow' form of
accounting. At the end of each month, each AO/Branch prepares a statement which
includes such diverse items as loan disbursements and repayments; interest collections;
savings balances; operating expenses; and even depreciation charges. These reports
serve the purpose of showing whether the AQO/Branch requires more funds. But the
reports do not show operating profits or losses and there is no balance sheet to carry
forward the accumulated financial results through time.

3.29 There is room to improve field office accounts by introducing a system based on

simple internationally-accepted principles. This would contribute significantly to the
achievement of several objectives both of BRAC itself and the Donor Consertium:

i) AO/Branch performance could be measured through time in absolute and
relative terms, including measures of efficiency in resource utilisation;

ii) trends in the cost-per-member of providing RDP services could be
monitored, providing a useful management and planning tool;
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plans based on measured trends would simplify the design of new regueszs
for medinm-term international financial assistance;

it wonld becdme easier to Torm obiective assessments of the Tingncial
condition of RDP (fices as they approach eligibility to become RCP
Branches.
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6. OPERATIOMAL PROGRAMMES

Al Institution-Building

Backeround and Context

B.1 Since about the mid-1970s cthere has Deen extensive - and largely successful -
international experience in providing development assistance, including credit, directly
to the rural poor in developing countries. A common feature of this experience has
been the formation of groups of the poor, serving both as 'receiving mechanisms' for
putside assistance and as units for self-help action. Bangladesh has been in the
vanguard of such initiatives and is today probably the richest source of international
experience in working directly with groups of the rural poor. The Grameen Bank has
been 2 lead agency in this field, specifically in the provision of credit services to the
rura! poor. But since the mid-1980s many other agencies in Bangladesh - including
NGOs and even the povernment-sponsored national cooperative movement — have drawn
on and applied this experience. :

6.2 Though group formatien has been the single common thread in these initiatives
with the rural poor, as different agencies have developed their own programmes of
assistance, most have intropduced their own adaptations, both in conceptual framework
and in the practical approach, substance and scope of work., There are, for example,
differences in the membership size of the groups promoted by different agencies;
differences in the type and range of assistance provided; differences in the intensity
with which that assistance is supperted; differences in the planned duracion of
assistance; and differences in what the agencies themselves expect of the groups they
promote and help to form. It is this that has generated the richness of experience in
Bangladesh. It has also shown that there is no single definitive meodel in providing
development assistance directly to the rural poor, BRAC has made a sigpificant
contribution to this rich experience and today, owing to the scale on which it is
operating, the BRAC model is an important reference point and yardstick inassessments
of directly-targeted poverty alleviation measures.

The BRAC Approach in Institotion-Building

6.3 The approach taken by BRAC has not been designed in isolation or at a single
point in time, but has rather evolved - and is still evolving. Within six years of the
beginning of relief work in 1972, BRAC had launched its Outreach Programme, whose
principal focus was on forming groups of the rural poor. At this stage, and without
access to the level of international financial assistance it has today, the rationale for
group formation was to strengthen the rural poor, to promote a new sense of identity
among them, and to encourage them to re-negotiate their collective and individual
production relations. Between 1978 and 1986 the experience gained through the
Qutreach Programme fed into the design of the Rural Development Programme - RDP-1
- in 1987 which added a stronger element of substantive assistance, including credit.



The main principle on which RDP was based, and which still lies at the heart of BRAC's
approach, is that group formation and access toexternal resources are equally necessary
-and mutually reinforcing elements of its poverty alleviation and empowerment strategy.

6.4 Distinenishing features in the BRAC appreach There aré three features of
BRAC's zpproach which, though not all unique, together distinguish the RDP/RCP

approach to inpstitution-building from the meodels adopred by 6ther agencies in
Bangladesh:

i) first, BRAC now includes two tiers in its institution-building model - the
Village Organisation and its constituent sub-groups;

ii) in turn, secondly, BRAC's two-tier model incorporates group sizes which
are different from those adopted by most other agencies, the BRAC VOs
with an average size of about 50 members being larger than the 15-25
typical nerpbership in programanes using a single-tier approach, while the
BRAC VO sub-groups of about 5 members are considerably smaller in size;

iii) thirdly, BRAC's approach to the 'graduation' of VOs away from direct
reliznce on exiernal assistance 25 3 free service steers a middle course
between the appreaches used by some other agencies.

6.5 BRAC's rwo-tier model has two main advantages over the single-tier approach
used by many other agencies. First, because VOs are the organisational units on which
its extension and technical advisory support services are targeted, their larger than
usual size means that BRAC can réach large numbers of its members without heavy
penalties instaff, logistical and other overhead costs, Secondly, based on internatienal
experience of the impertance of group cobesiveness in maintaining credit discipline, the
lower tier in BRAC's model, with very small sub-groups sharing joint liability for credit
repayment, can be expected to permit good recovery rates. (This does not, however,
apply In the larger collective lean schemes which must still be regarded 25
experimental.)

6.6  On the question of 'graduation' of groups of the rural poor away from direct
external assistance and towards full self-reliance, the range of approaches among other
agencies ¢an be illustrated by comparing the Rangpur-Dinajpur Rural Service (RDRS)
and the Grameen Bank, The RDRS model incorporates a five-year period of quite
intense assistance to its groups (of typically 25 members). Thereafter, its policy is to
negotiate with an existing commercial bank to provide continuing access to credit, then
o withdraw direct assistance from 'mature’ stoups. The Grameen Bank, on the other
hand, not only assumes that those who join it will be members for life but also expects
that the great majority of its members will continue to take out small, short-term loans
and to use credit for the same or similar purposes as when they first joined.

6.7 The middle course adopted by BRAC permits its target group to remain as
members indefinitely, but incorporates two main elements or levels of graduation within
the framework of continuing assistance. The first level is represented by the transition
from RDP to RCP. Of itself, this has only minor implications for the individual BRAC
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member. Rather, it imposes a nigher-order collecrive responsibility on the whole
membership of each RCF Branch to keep both the volume of credit transactions and the
standard of credit discipline sufficiently high to achieve RCP's objective of seif-
sustainability. The secend leve! of graduation, two years after the transition from RDP
to RCP, is an extension of the transfer of responsibility onto the membership through
the policy of charping fees for the provision of further technical training, advisery and
support services.

6.8 Another reason for BRAC's policy against total withdrawal after a period of
close sssistance is its expectation that some of its members can - and should - move on
from =z narrow range of simple, low-risk, low-return activities to more ambitious and
more rewarding enterprises. This is where the work of the Rural Enterprise Project
{discussed in the next Section of this report) and the larger, longer-term, maore
ambitious collective loan schemes fit into the BRAC approach.

6.2 This aspect of the policy of permitting indefinite membership has two main
motives. First, and most fundamentally, BRAC recognises that if the rural economy of
Bangladesh is to grow and to develop it must show greater diversity, including higher
value-added activities. Secondly, BRAC is concerned that a proliferation of essentially
marginal activities at the fringe of the rural econormy could constitute a new poverty
rran for its membpers, 0 pursying this policy, BRAC Teels it s iriportiant nor to impose
some arbitrary deadline for the gradvation of members from direct assistance (a)
because there is still much to be done to explere what types of more diverse, higher
value-added opportunities might be feasible, and (b) because only some of its members
can be expected tp have or to develpgp the necessary entrepreneurial flair to pursue
- them successfully. On both counts it will take time, hence the characterisation of
volleciive lvaus as being siill at the experimencal stage,

Growth and Dynamics of Membership and VO Formation

§.10 Since the beginning of RDP-TI/RCP, BRAC's membership has grown by about
60%, to a total of over 617,000 by the end of 1981 - an equivalent annual average
growth rate of over ?ﬁ%.ﬁ Within the mainstream of RDP/RCP, membership by the
end of 1891 had reached over 598,000, comprising 11,376 VOs in nearly 5,200 villages,
a5 already shown in Table 4.1 in Section 4 of this report. The table also shows that
women account for pearly 68% of total RDP/RCP membership. In addition, after only
two years of operation, RCP already accounted for one third of mainstream membership
by the end of 1991,

6.11 Recent policy changes The design of RDP-1I/RCP placed considerable emphasis
on the need for group coherence and homogeneicy among the BRAC membership in the
interests of forming viable rural institutions. It also emphasised the importance of
group discipling, particularly in the interests of the credit component of BRAC's work.

Ly

-This total covers 125 0ffices/Branches, including £ive
specialised offices (in the Haor Development and Sericulture
Brogrammes) 'which are not reperted as parkt of the RDE/HCP
structure,
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As a reflection of the evaolutionary nature of BRAC's models and operating procedures,
since the inception of RDP-II/RCP it has intreduced five main policy changes or
refinements affecting eligibility for membership and the organisational arrangements
for VO=:

i} in the interests of group cohesiveness the size of new VOs has been
restricted to a maximum of 50 members instead of up to 70 in the past,
and the successful application of this policy is revealed in Table 4.1,
showing that for BDP/RCP together, the averagge size of VOs in
December 1991 was just over 52 members;

i1 the focus of collective responsibilicy for credit discipline and eligibilicy
for continued access to credit has been shifted from the VO as a whole to
the constituent sub-groups;

iti) completion of the functional education course is now obligatory before
new memhbers are given access to credir;

iv) not more than two members of the same household can be members af

BRACL lone man and one woman from a male-headed household or two

women from 4 female-headed household);

v) rotating leadership of sub-groups (hence of the membership of VO
mandgement committess) and of YO leadership through bisnnial elections
(with no rights for re-election).

6.12 The MTE endorses these policy changes. The only uncertainty surrounds the lastc
of the changes listed above, with respect Lo the rotation of leadership and management
of sub-groups and VOs. It could be said that the imposition of rotating leadership
unrealistically assumes equality of leadership qualities ameng all BRAC members. But
on balance, it should have the beneficial effects of (a) preventing the entrenchment of
leadersnip and the development of vested self-interests which have done so much
damage in the cooperative movement and other rural institutions; and (b) giving all
BRAC members in turn the exposure to leadership responsibilities - and to the
oppormunity for self growth and development that goes with them.

6.13 Losses and additions in membership It was only in 1991 chat the Monitoring
Department began to collect data on losses among members, dormant VOs, and the
disbandment of entire VOs. It is not therefore possible tp trace earlier trends in these
ant other aspects of the dynamics of its membership, let alone to attribute them to the
sort of recent policy changes outlined above. Nevertheless, such data as are available
show that during 1991 some 29 VOs were dissolved, with a loss of 1,375 members
(though this represents an insignificant proportion of less thana guarter of one per cent
of total membership). These losses were shared ameong four RDP Offices {accounting
for L2 of the dissolved VOs) and five RCP Branches. More significantly, of the 29 VOs
dissolved, as many as 25 were male groups. This is interpreted by senior BRAC staff
45 one among severzl indicators that men and the VOs they form are less responsive,
less compliant and less adaptable than these formed by women,
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6.14 Changes in the composition of membership and the formation of new VOs are not
confined, as might be expected, to recently-formed RDP Offices. Field observatians
during the MTE showed that even after the transition to RCP, not only are new VOs still
being formed but thére can be significant turnover in membership. For example, ar the
Narsingdi Sadar RCP Branch there are apparently explicit targets for 1992 to increase
membership from 6,005 to 6,805; for the number of Branch-level borrowers to go up by
more than double, from 4,360 to 9,360; and for the number of VOs covered to go up
from 115 ta 1240,

5.15 Closer investigation reveals that some of these targets were expressed
misieadingly. RCP Branch-level membership is, in fact, expected to remain more or
less constant at around 6,000, In the case of Narsingdi the difference of 800 members
berween December 1991 and December 1982 is apparently the expected level o
membership turnover. At more thanq 13% in the course of one year, this level ¢
turnover is quite gonsiderakle. In the case of the target for borrowers, the total o
9,360 involved deuble counting of the 4,360 borrowers at the end of 1991 and the acrual
target total for December 1992 of 5,000 net. Equally, the target for growth in numbers
of VOs is not to accommodate growth in membership but rather to redistribute exiscing
memibers among a larger number of VOs, hence to bring down the average size of VOs
to the policy calling for an average of 50 members per group.

=
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Vs as Rural Tostitutions

6.16 Data presented so far show impressive physica! achievements by BRAC in
expanding {ts membership and in the corresponding grawth in VOs, It is considerably
more difficult - both for BRAC itself as well as for objective observers - to evaluate
these achieyvements against. the inherently qualitative yardstick of institution-building.
To be rrue rural institutions, VOs would be expected to have - and be seen to have -
identities; roles and permanence in their own right, quite independently of any external
sponsorship or support. They would be expected to be recognised as part of the fabric
of the rural society and economy in which they are based. Their social and economic
significance, and the respect in which they are held as groups, acting collectively, would
be expected to be greater than the respect in which their constituent members are - or
were - held as individuals. Internally, self-confidence within VOs would be expected to
be reflecred in a range of spontaneous initiatives they might take such as, for example,
in re-negotiating share-cropping, tenancy and even casual employment arrangements
with land-owners; lobbying politicians on behalf of the individual or collective interests
of their members; or even spansoring their own political candidates to the same ends,

6.17 Field observations during the MTE have confirmed that BRAC members are proud
of being part of their sub-groups, VOs and of BRAC itself, They regard BRAC as 3
lifeline, holding out possibilities and oppertunities that would have been inconceivable
without BRAC. Beyond this, there is a range of evidence from the field showing that
some VOs do display some of the qualitative characteristics of rural institutions; thac
they do sometimes take initiatives of the sorts outlined above; or at least that they
have done sp at some stage in the past. On the other hand, most of this evidence
confirms the pivotal role of BRAC staff - uspally POs - in promoting, supporting and
guiding such initiatives. This is equally true of the mainstream activities in RDF/RCP,
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where the role of GSs and POs is vital in convening weekly and moeathly meetings, in
supervising and managing the savings scheme and credit activities, and in other aspects
of the BRAC model.

§.18 This view of the continuing Eﬁpendénce of VOs and their members on strong
support from BRAC was echoed in a limited number of discussions with representatives
of the so-called 'rura] elite' during the MTE. Larger land-owners admit that the
intervention of BRAC makes a noticeable difference at the village level. But in general
they still regard BRAC members as betonging to the valnerable, marginal or 'distressed’
sector of the rural society and its economy and do not yet see thar BRAC has done
much mere than to provide another source of dependence - even another form of
patronage,

619 VO sustaivability o this context even the transition of VOs fram RDP o RCP
canitot be regarded as implying anything with respect to their sustainability as rural
institutions. Only through time, and as RCP develops, including the withdraws! of
separately-funded support services, will it begin to be pgssible totest VO institutisnal
sustainability. In this process, two aspects of BRAC's objectives and operational
activities will provide some indication of the prospects for sustainability. First is the
test of time on the sustainability of the financial benefits at the household level brought
about by the credit programmes and the various enterprises set up by individuals and
groups. Secondly, to the extent that BRAC can induce social change through its
education services, access to credit, the parglegal service and other programmes, gnly
time will tell if these changes can be sustained and if they can be passed on more
widely beyond the direct membership of BRAC.

8.20 VO federations BRAC displays considerable ambhivalence over the question uf
groupings -~ federations - of VOs as part of its institutiop-building targets.
Conceptually, BRAC recognises that in the interests of helping its members to be part
of strong rural institutions there is a clear case for extending the links of association
upwards from sub~groups to VOs to federations of VOs. Most of the experience with
federations is concentrated in Manikganj, dating back to the days of the Outreach
Programme, when federations of VOs at the Union level took out leases on rural
markets, negotiated access to khas (government-owned) land, and established the
Sromahidii brick field project.

6.21 On the other hand, as is clear from the work of the recent internal Task Force
on this issue, if' rhe first expression of greater strength and independence by VO
Federations were to level criticisms at BRAC or te demand more - or different -
assistance from BRAC, they could present major difficulties in the continued
implementation of RDP/RCP. They could even confront BRAC with the need ro change
its basic models for providing development assistance to the rural poor. BRAC's
dilemrna over this issue can be seen as a typical reflection of the situation of an
organisation which fully subsecribes to the need for participatory, bottom-up
development initiatives, yet which is nevertheless busily engaged in channelling
respurces and support in an interventionist strategy, including responsibilities to
international donor agencies for accountability and adherence to programme design.
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6.22 The dilemma characterised above can be traced even in the detailed proposals
on federazions put forward by the internal task force. These include specifications for
federations at the Union level; their organisational structure; leadership arrangemencs;
frequency of meetings and the like. In other words, the approach being taken is similar
to that adopted in the case of VOs and the regulations and policies surrounding them.
And this eould be antithetical to the underlying objective of helping BRAC members to
be part of rural institutions in their own right,

6.23 Time-frames for institytion-building In sum, the conclusion of the MTE is that
BRAC VOs are efficient, generally well-disciplined erganisations of the rural poor. Bur
they cannot - at least, not yet - be regarded as well-rooted rural institutions in their
own right. This is not a criticism because it would be a mistake to prescribe a time-
frame for the achievement of full institutienal statns far VOs, however that may he
defined. BRAC is an agency which intervenes at the local level, and its interventions
have to be based on prédetermnined models, albeit models which are fairly flexible,
adaptable and evolutionary. It is therefore BRAC which takes the lead initially in
forming VOs as ﬂiﬂganiSatidns of the rural poor, mainly as receiving mechanisms for the
assistance that BRAC can supply. Thereafier, if these arganisations are bo became ttue
rural institutions, it will be as a result of the strength, confidence and initiative of their
members. It probably cannot be induced from outside. Similarly, if VOs want to
strengthen their institutional foundations and role, it should in principle be they who
should decide when, why and how to form federations or equivalent higher-level
groupings. It is imnportant that BRAC should facilitate and permit this pracess. But
BRAC should not be held solely accountable for the time it may take.

-B. Credit Activities

Overview of Credi; Thrilisation

6.24 Sectaral distribution of credit utilisation BRAC's system of classifying the uses
of credit covers 10 sectors. Until recently, the sectoral distinctions were broken down
further inte a list of 131 specific activities. Even this was not sufficiently detailed to
avoid yncertainty amaong field staff ghout how to classify some uses of cradic. The
Monitering Department has therefore expanded the list of specific activities to 500.
Table 6.1 beiow shows the broad sectoral pattern of the use of credit for RDP/RCP
combined up to the end of 1989, for the whale of 1990 and for the first three quarters
of 1951. There have been some notable changes in the distribution of credit among
them. Agriculture has declined considerably, from 12.1% cumulative by the end of 1982
to an-zverage of only 1.6% since then. Food processing, too, has declined in popularicy,
from over 15% of pre-1990 cumulative disbursements to 8 subsequent average of 5.8%.
Livestock showed a significant rise in popularity during 1990, accounting for 29.5% of
disbursements, but has subsequently reverted to its pre-RDP-II/RCP share of just over
L7% of total disbursements. The MTE has not been able to form a conclusion abpur the
reasons for these changes with any confidence.
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TABLE 6.1 RDP/RCP LOAN DISBURSEMENT BY SECTORS

I_|_ Thousand Taka _jll
!i | cumul. 1/1 -90 yi-e1 | |
| December % 31712 -90 Yo 31/9 -91 % |
| 89 |
ii—.;grs\:uimre ____5;,33{? 12.1 5}_53 13 | 783 | 1.9_?
; Irrigation 34038 | 7.2 | 29,203 7.4 | 35,634 87 |
'|j Fisheries 4810 | 1.0 | 2,002 0.5 | 5,279 | 1.3 |
!l Livestock 51,550 17.3 1115524 20,5 71,983 117.6 :i|
!-‘ Rural Industry 26,147 5.5 21,046 5.3 18,850 4.6

il Rural Transport 15,223 | 3.2 | 29,169 7.4 | 21,669 5.3 I|
.f Rural Trading 181,366  [38.3 [164,758  |41.9 1226,284 (553 |
| Food Processing 71,714  |151 | 25,719 6.5 | 20,779  [17.6

II Health | i 0.0 as3 0.1 619 45 |[
| Miseatianeons 820 0.2 27 0.0 237 5.3 ii
| TOTAL 473,447 |« 100.0 (393,454  100.0 409,025  55.3 |
_!l_C::r!!ac:Eiie Loans 43,571 5.2 | 35,521 8.3 | 33,344 [ 5.1 |‘

SOURCE; BRAC Statistical Reports December 1989, December 1990 and September
1991.

6.25 Rural trading is, as before, the single largest sector for the use of credit and has
increased its share of total disbursement still further, from 38.3% prior to 1990 to
59.3% taring the {irst three guarters of 1991, This ¢can alinost certainlty be atiributed
to the rapid incresse in the membership and in the rate of credit disbursements. Rural
trading is perceived as a low risk activity - albeit usually with low returns. It is
understandable that when new BRAC members qualify for credit they have a propensity
to choose what they regard as a safe, manageable way of using it. Through time, as
their familiarity with BRAC grows, as they develop more confidence, and as their
horizons of choice become broader, it would be expected that rural trading would
account for a progressively lower share of credit urilisation (though probably only down
to some plateau level). This is substantiated by distinguishing between RDP and RCP.
The average share of rural trading for RDP-II/RCP combined since the beginning of
1990 was 48.7%. Within RCP alone, however, its share was significantly lower, at



38.5% over the same periocd. Evenso, the dynamics of the rapid expansion of RCP seem
to be leading to further concentration. Over the first 12 months of RCP, rural trading
accounted for only 28.9% of disbursements. During the next 9 months to the end of
September 1991, new RCP disbursements had increased by a factor of nearly 2.7 and the
share of rural trading had risen dramatically to 42.1%.

6.26 Concentration of credit utilisstion The sectoral concentration in cradit use
shown in Table 6.1 Is continued in the use of credit by specific activities. Up to the
end gf 1889, the 12 most popular activities accounted for 87.2% of all disbursements.
During che first 21 months of RDP-II/RCP, the share of these same activities had risen
to 92.2% of new disbursements. Within these 12 activities, the five most popular
accounted for 86.89% of pew RDP-NII/RCP disbursements. These five included retail
trading, the rearing of cows and buffalos (for whatever purpose), paddy husking, deep
tube-wells, and rickshaws.

6.27 During 1991 there have in fact been three factors which have fuelled the
concentration of credit atilisation in rural trading. AS noted earlier, the rate of
expansion of membership and leading is one. Another is the reduction in medium-— and
long-term lending te individual borrowers. This has meant that although such activities
as livestock-rearing and rickshaws remain in the five most popular, because they require
bigger loans with longer repayment periods, they have actually reduced their share of
the discribution in favour of rural trading., The third factor; based on MTE field
investigations, appears to be on the supply side, namely that in a rapidly expanding
portiolio BRAC staff find rural trading loans easier and faster to appraise and approve.

6.28 Male/female preferences in credit utilisation As might be expected, within the
overall sectoral discributipn of the use of credit, there are some-different preferences
between men and women, though there is considerable overlap in the field of rural
trading., Rural trading, rickshaws and deep tube-wells, for example, account for 68%
of borrowing by men. For women, when rural trading is combined with livestock and
paddy husking, these three activities account for 80% of their use of credit.

Areas of Potential and Actual Concern

6.29 For BRAC there are two interlinked areas of potential concern about the rising
share of rural trading in the portfolio, First, unlike such sectors as rural industry,
fisheries, irrigation and the like, trading is not productive in the sense of contributing
to incremental output of the rural economy: its value-added component is restricted to
the trading margin retained by the trader. If the rural economy of Bangladesh were
growing rapidly through rising production, generating increased disposable incomes, the
market for rural trading would itself probably expand. But this is at best questionable
in most areas and the growth of rural trading services in a stagnant or only slowly
exnanding marker conld Have o depressing effect on returfs.

6.30 The risk of over-expansion in rural trading, leading to over-competition spills
over into the second area of potential concern, namely the possibility of reaching
saturation level for credit in some parts of the country. This is likely to occur first
where there is geoaraphical overlap among different agencies offering similar access
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to credit for similar purposes. BRAC staff regard rural trading as 'training loans' -
serving a legitimate purpose in helping new borrowers to develod good credic discipline
ready for future, more ambitious activities. Nevertheless, these areas of potencial
concern are legitimate issues for the Research and Evaluation Division (RED) to
investigate. RED has already carried out one study” but should consider up-dating it
in view of the continuing trend for further concentration.

6.31 Collective loans in general and lending Tor irrigation in particular constituce an
area of real concern; Table 6.1 shows arise in the share of dishursements to-irrigation
but a modest decrease in the share of collective Ipans in the encire portfolio. In terms
of loans putstanding; the share of irrigation has risen from 11.5% in December 1380 to
12.7% by the end of September 1981. Loans for DTWs accounted for 93% of all
dishursements to g¢ollective schemes since the beginning of RDP-II/RCP. The
management and organisational problems in the more ambitious, moere complex ventures
supparted by collective loans can be exacerhated by greater difficulcy in preserving
credit discipline in the larger, potentizally less cohesive groups of borrowers. Indeed, for
these reasons, BRAC has reduced its commitments to collective schemes other than
DTWs. The reason if has continued to expand lending to DTWs seems to be based more
on BRAC's commitment to the potential value of these schemes in promoting social
change rather than on confidence in their fipancial viability, This iz wholly
understandable. But based on the general concerns deriving from international
experience with collective loans, BRAC must be cautious in deciding how far it can go
in the trade-off between the value and importance of its social chapge and
empowerment objectives on the one hand while aiming for a sound, disciplined and
viable credit portfolio on the other.

Indicarors of Performance

6.32 The identification of areas of potential and actual concern peints up the
importance of monitoring the performance and quality of the credit portfolio as closely
as possible. Unfortunately, prior to 1990, there were no records of overdue loans by
sector and activity, making it impossible to identify detailed hisrorical trends.
Indicative conclusions can only be drawn by plausibly assigning progressively higher risk
of nen-recovery to the value of loans in the Late (L), Overdue (O) and Mot Yet
Transferred (N) categories. This is the purpose of Tables 6.2 and 6.3 below for RDP and
RCP respectively.

6.33 Each table shows the sectoral distribution of the value of outstanding loans at
the end of September 1991, The second column expresses the share of late lpans as 2
vercentage of onistandings in each sector. Overdee and NYT loans are then shown
together, followed by the share by value of all loans behind schedule (LON), again as a
percentage of the value of outstanding loans in each sector. The penultimate column
of each table then expresses the value of each sectoral LON as a percentage of total
LON while the last column shows each sectoral value outstanding as a percentage of

RED: Teilisation of Small Trading Loans undey RDB/HCP of BRAC.
Dhaka. December 1950,
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TABLE 6.2: RDP Outstanding/Overdue by Sector, September 1991

= Outst:nnﬂlng Late _! D:a;dru;_ . .“lq:a;- 41_(;:&:* + ' L—ND —:af_fl_?m;lh“zutstan;;_ui; —_"
. i | el NYT (LNO) o LNO Tul:i}utsti}mlfng
Agriculture 5,921 T 20.7% 33.0% 8.3% 2.3%
Irrigation 35,178 2.3% 6.6% B.9% 13.3% 13.8%
Fisherles 3;835 4.3% 20.5% 25.2% 4.1% 1.5%
Livestock 55,120 8.6% L7% | 10.3% 23.9% 21.,7%
Rural Ind. 5,938 4.3% 5.3% 9.5% 2.4% 2.3% N
Rural Transport 16,302 4.1% 0.7% | 4.?"#?..1. 3.3% 6.4%
Rural Trad. 115,842 5.1% 2.1% 71.2% 35.3% 45, 5% ||
Food Processing 15,734 8.3% 5.8% 14.1% 9.4% 6.2%
Health 484 0.2% 0.4% 0.6% 0.0% 0.2% Il
Miscellaneous 128 1.6% 12.5% 14.1% 0.1% 0.1%
!I_T{T FAL : 254,482 5.7% _|___:___=___ 'S‘i"a_ | i 9.3% - 100.0% _ 100.0% H




TABLE 6.3: RDP Outstanding/Overdue by Sector, September 1591

Outstanding - Lu_ua r_—{}vardue i J Late + Over + | LNO of 'l‘ota.l Qutstanding -ﬂf
r e _I_\_liYT | NY_‘E__{LNG}___ LNO _Ti]tal Outstanding
Agriculture = T13.44-3 5 8.2% 8.0% 16.1% 7.6% 5.3% -
Irrigation 30,636 4.6% 6.0% 10.6% 11,4% 12.0% |
Fisheries 2,375 4.6% 14.2% 18.8% 1.6% 0.9%
Livestock 84,149 4.9% 1.3% 6.2% 18.3% 32.9%
Rural Ind, 19,398 | 3,9% o B.0% 11.8% B.1% 7.6%
Rural Transport 16,751 6.9% 2.9% 9.8% 5.8% 6.6%
Rural Trad. 74,535 B.7% 5.2% 13.9% 36.4% 29.1%
Food Processing 14,093 12.4% 9.3% 21.7% 10.8% 5.5%
Health 243 0.4% 0.0% 0.4% 0.0% 0.1% “
Miscellaneous 102 1.0% 14.7% 15.7% 0.1% (.0% I(
||_1;01‘M, 255,725 6.6% | C AS% | 1L1% 100.0% | 100.0%




toral oussranding. The second and third columns of each table give a first indication
of risk of non-recovery. The share by value of Late loans in outstandings for a given
sector is a clear indicator of slow repayment. Then, If Overdue.and NYT show a higher
share of putstandings than Late, this gives a second, more serious cause for concern.
If, on the other hand, the share of Overdue and NYT is lower than that of Late, the
conclusion is more encouraging, In the last two columns of each table, if the saecroral
LON share of total LON is greater than that sector's share in total gutstanding, it is
periorming below average for the whole portiolio - and vice versa.

ROP/RCP Comparisons

6.34 Comparing the two tables, RCP seems not to De performing as well as RDP.
Overdue and NYT values, representing the highest risk of non-recovery, constitute 4.5%
of outstandings for RCP and only 3.6% for RDP. Adding in the value of Late loans, the
gap between the two programmes increases, with LON accounting for 9.3% of RDP
gurstandings and 11.1% for RCP.

6.35 Rural trading In terms of value, hecause rural rrading accounts for the highest
single share of total outstandings for RDP, it also stands out as showing the highest
share in total LON. Nevertheless, it is performing better than average for the whole
EDP portfolip. ‘Another indication of this is that within :the rural trading sector
Overdue and NYT loans constitute only 2.1% of all outstandings, a figure which is
bettered only by rural transport, health and livestock. In RCP, on the other band, rural
trading is performing worse than average, its share of LON in total LON being higher
than its share of outstandings in total outstandings. This could indicate not so much a

- difference between ROP and RCP but rather, a reduction in credit discipline through

time if, 2s is likely, those borrowing for rural trading in RCF have been berrowing
consistently for the same purpose BVET since joining RDP,

6.36 Sectors with poor performance For both RDP and RCP the sectors showing the
worst performance are agriculture, fisheries and food processing. In agriculture, part
of the explanation is probably that there have been two successive bad Crop seasons.
For fisheries, most of the difficulties relate to loans which were taken under collecrive
responsibilicy before 1990 and which BRAC has not been able to convert to individual
loans when collective lending for these schemes was ended. In the case of food
Drocessing - principally paddy husking - the bad crop seasons could have filtered down
to affect the supply of paddy. At the same time, questions are being raised about the
capacity of the rural economy to absorb credit for this very simple, low recurn activity.

Irrigation

6.37 Once again, irrigation is a particular source of concern, though superficially, the
data in Tables 6.3 and 6.4 may not suggest this. For both RDP and RCP the data show
that loens in this sector are performing betrer than average while the share of LON in
total outstandings within the sector are in the middle range, at 8,9% for RDP and 10.6%
for RCP. But DTW capital loans are repayable over 3-5 years so any loans already
showing in the three LON categories were taken out some time ago, when disbursements
and outstandings were considerably lower than they are now. Hence, if the LON
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amounts now showing up in fact indicate very poor performance on earlier loans, and
il that poar performance remains a characteriscic of rmiore recent loans, the share of
LON could grow considerahly over the next few years.

6.38 The general conclusions drawn above are broadly compatible with those of 2
study by RED in 1989 and covering six regiﬂns.? This study caleulaged cumulative on-
schedule recovery between the beginning and the end of the year, similar fo the credic
discipline rate used in the MTE special study discussed in Seccion 5 of this repore. Th
results of the RED study estimated recovery rates of 47% in fisheries; 59% in irrigation;
76% in agriculture; and 78% in livestock. All other sectors were estimated to have
recovery rates of 85% or more. The same study also showed better recovery rates
among female beorrowers than among males in 2!l sectors except the residual
'miscellanequs’ categary.

fui]

G: Non-Formal Primary Education

gﬂﬂ’..?__it

6.33 BRAC's relatively recent entry into the field of primary education is set against
a background of very poer performance in the public sector. Between 1982 and 19886,
primary gross enrolment averaged about 65% in Bangladesh as compared with 92% in
[ndiza and 79% even for Nepal. There has alsa been a chronic male/female imhbalance
in enrolments, the rate for girls not having risen much above 40% during the first half
of the 1980s. High dropout and repeater rates are also chronic characteristics of the
primary education system. About one third of the students wha enrol in the firsc grade
do not contipue into the second grade. Repeater rates throughout primary education
are in the grder of 10% per year. Qnly sbout one fifth of first-vesr enrolments go on
to complete the fifth grade. Again, there are gender disparities in dropout rates, 12%
fewer girls than boys completing five years of primary e::h.w;:attit:-n+'5 These surmamary
datz do much to explain the low average rate of literacy among the adult population of
Bangladesh and the very low literacy rate among women.

The BRAC Model

6.40 BRAC entered the education field only in 1985, The aim was to develop an
approach to educational services based on a better understanding of child psychology
and motivation; appropriate curricula and teaching materials; and innovative teaching
methods. BRAC's general objectives were expressed in terms of:

RED: Loan Recovery Performance of Rural Poor: Variations and
Interrelations, Dhakas. September 1951

(4]

All ‘data faken from IBRD: Bangladesh- Poverty and Public
Expenditures:y An Evaluatidn of the Tspect of Selected Governmsnt
Programs, Report No. 7945-BD. World Bank, Washington DC.
Janpary 1990; and DNICEF: The State of the World's Children -
1992, DOxford University Press. 1992
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responding to the needs, the real life sitpations:and the speial, economic
and cultural environment of the rural poor and their children;

overcoming the proven shortcomings of the existing system of public
sector formal education, including recaining children in school long encugh
to-achieve at least basic literacy and numeracy.

f.41 There are naw two distinor comnonents of the RRAC model for NEBPE:

NFPE proper - a three-year period of access to primary education for
children aged between 8 and 10 years;

Primary Education for Older Children (PEOC), alsa known as Kishor
Kishoree (KK) schools, originally offering two years schooling (now
extended by policy decision to three years) for children and adolescents
ranging from 11 to 18 years old.

ishing characteristics of the NFPE model The MTE has identified ten

charaecreristics of the BRAC NFEFE model which not only distinguish it from the public
sector system but which aiso explain its popularity among parents and students:

i)

iv)

v)

wii}

attendance at BRAC scheools is genuipely free of charge;

physical access is manageable, no student having to trave! more than
2.5kms to school, the average distance being about lkm;

the duration of the schoel day is gnly three hours (in the first year, ealy
2.5 hours), the timing of which can be adapted to suit the collective
decision of parents, while the need for adequate total duration of
attendance is made up by six school days per week and a total of 270
attendance days per year (nearly 23% more than the 220-day year for
public sector schools);

teaching staff are all chesen from among local residents, the majerity
(some 70%) being women (as compared with over 90% male teachers in
the public system;

the teacher/student ratio is set as a matter of policy at 1:30 and is not
exceaded even under strong demand for places;

there is an explicit policy to reserve a minimum of 70% of schoel places
for girls;

there are ho formal examinations but instead there is a system for
continuoits assessment, including periodic tests, on the basis of which
special help is given to children with learning difficulties;



viii} the school day is broken up by such co-curricula activities as physical
add to the sense of fun among students;

ix) each school is supervised and guiﬁed closely by PO level BRAC staff who
visit usually twice per week:

x) there is close ¢onsultation with, including an element of management
decision-making by parents through monthly meetings at the school itself,
and by means aof a2 management committes comprising twa parents (ons
male, one female), the teacher, and a local volunteer.

Strategy, Targets and Achievements

6.43 BRAC's strategy in the education sector has two main components. First, most
specifically, it wants {(a) to endow as many children 2s possible with the basic skills of
literacy and numeracy, and (b) in doing so, to equip them to go on through successive
levels of primary and secondary education. To this end its current overall target is to
nave 100,000 NFPE schools open by the end of 1997, accommodating some 3 million
children, and financed from a variety of different sources. Ambitious though it is, this
to BRAC is very much a short-term target. Secondly, BRAC's strategy is based en
bringing influence to biédr to improve the education system throvghout the country,
principally the public sector primary system.

6.44 From =2 1985 base comprising the first batch of 22 experimental schools, BRAC

- had increased this to 2,204 by the end of the first year of RDP-II. Its target for the end
of 1991 was to have 6,000 NFPE schools in operation, a figure which it slightly excesded
with 2 total of 6,003. Of these, some 4,180 are reported as having been financed by
RDP-II. For 1892 the plan is to open a further 1,500 schools under RDP-II, though the
BRAC-wide target, drawing on other sources of financial support, is to have 12,000
schools open by the end of the year. The only possible internal impediment to achieving
this target could be the capacity of BRAC's training system to supply the necessary
numbers of schoolteachers.

6.45 In terms of the performance of the school and teaching staff, every single
indicator signals a very high degree of success in NFPE. The model is simple and it
works. The dropout rate for courses completad in 1991 was only 1.37%. Of the 27,029
girls enrcled in BRAC schools in 1989, some 98.67% went on to be admitted te formal
schools to complete their primary sducation. Looking still more closely, daily
artendance rates in BRAC schools are ¢urrently in excess of 94%, as compared with an
attendance rate of about 50% in public secter schools.

6.46 There seems to be little diffieulty in attracting an adequate supply of teachers
for NFPE schools or in retaining them. There are rigorous procedures for the initial
selection of candidates who are then given 2 13-day basic teacher iraining course,
usually at the TARCs. On completion of this training, less than 5% of the candidates
fall out or are rejected as unsuicable. Thereafter, the first three months of serving as

a reacher is regarded as a probationary period, though fewer than 1% fail to be
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confirmed. The dropout rate among confirmed teachers is also manageably low, at just
under 4.7% for 1991, the most common reasen reported as- being the ceachers'
households moving away from the area.

6.47 In terms of educational achievements, the record is equally successful. Literacy
rates afrer course gompletion are consistently 93% or more. Reviews of the evgluadion
records of students in 8 BRAC schools during the MTE showed that more than 95% of
students achieved marks of 80% or more in each subject area. The very high propertion
of NFPE students being admitted to formal schools is another confirmation of success.
Having heen admitted, the faet that their subsequent dropout rates are relatively high
{42% of those enrpled in Grade IV in 1989, 26% in 1990, and 14% of those enroled in
Grade V in 1983} probably speaks more of dissatisfaction with the public sector system
than af lack of interest among parents or of ability on the part af the students.

6.48 Collsboration with government Though it is part of BRAC's strategy to influence
the educational system as a whole, its achievements in this direction are as ‘yetr
understandably gquite miodest. The public secror education system is not only very large
and very run down but is also at the same time very set in its ways, making it difficulc
to penetrate. Neyertheless, a modest start has been made through the Facilitation
Assistance Programme (FAP) covering a total of 183 government primary schoals in
three Upazilas. The FAP provides arrangements for BRAC NFPE staff to eellaborate
with government education officials and teachers in seeking to improve supervisory
systems and capabilities; increase student enrolment and retention rates; raise the level
of daily attendance; strengthen the efficiency and motivation of teachers; and increase
perent participation in school affairs. So far, the FAP is teo small and too recent to
judge its success or to project forward a mode! for further, wider-scale collaboration.
6.49 In addition, BRAC has put forward an application for the single largest
component of the NGO budget line in the General Education Project being supported by
the World Bank/IDA and a vgriety of other international agencies. The significance of
thiz could go well beyond gaining access to the financial resources for the 3,000 NFPE
schools in the BRAC proposal (which will in fact be guite modest in relation to BRAC's
overall targets for expansion). Instead, BRAC should attempt to negotiate a role for
itself in this project not just a5 an implementing 'contractor’ for a portion of the NGO
component but as a technical advisory agency for all aspects of the project relating to
the development and refinement of the primary education system.

Inter-Cvcle Continnation.

6.30 In the early days of NFPE, when attendance at 2 BRAC school was regarded as
an end in iself, lack of synchronisation between the BRAC and public sector schoo!
calendars was not an issue. Now that so many NFPE children do pass on to govermment
schools - itself a reflection of the strength of demand for education - BRAC is faced
with the need to make the transition as easy as possible. In a steady state, with a more
or less constant number of BRAC schools in eperation, BRAC would be able to adjust
its school ealendar rp match that of government schools quite quickly and easily. But
in the context of very rapid expansion, it becomes more difficult for two main reasons:
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i) before each new schoo! can be opened there is much preparatory work to
be done - including surveys and selection of students, the identification
and recruitment of teachers and the identification of suitable premises
for new schools - all of which has to be done by BRAC POUs;

Bt
B
—

new teachers have to be trained, ideally not more than about two months
before the opening of the schaol to which they are assigned.

B.51 If all new BRAC schools were to open simultanecusly at'a time to fic basc with
the government school year, the workload on NFPE POs and on the TARC-based trainin
staff would probably become unmanageable, given the rate of expansion envisaged ¢
1657. BRAC has been trying to deal with this issue for the past few vears and is now
fallowing a timetable which limits the opening of new schaols (and the re-apening of
schools after batches of children have completed their courses) to two periods in the
year - arpund March to May and from September te December. The government school
year begins in January. Thus, students completing their courses at schools which opened
during the last quarter of a year will not have long to wait before they can pass into the
next intake to a government school. BRAC students who complete their courses during
the first three to five months into the povernment school year can be registered at their
new schools onschedale hur nat acoually take their places until later withour, it is said,
missing very much.

o
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6.52 For new schools, the MTE endorses the approach being adopted by BRAC.
However, once a school is in operation, whenever it may have opened, it should be
possible to adjust the duration of the courses taught so as to bring it more clesely in
- phase with the government school year. A gradual increase or reduction in course
duration of, say up to one menth pér year gyer a three-year {purse would itnpose taw
educational penalties but would do much to help synchronise BRAC students with the
schools to which they want to be admitted later on.

Issues in the Future Expansion of NFFE

6.53 The demand for expansion The demand for expansion of NFPE capacity ¢an be
shown both numerically and qualitatively, Government data indicate that in 1980 there
were sgme 15.1 million children between the ages of 6 and 10 years in the country. OfF
these, 7.5 million enrol but subsequently drop out of the public sector primary education
system while a further 3.5 million do not enrol at all. The potential demand for the
type of free, effective education offered by BRAC's NFPE programme, therefore, could
be as high as 11 million places.” Qualitatively, discussions with groups of parents
during the MTE revealed not a single case of ambivalence or criticism over the NFPE
service. Among parentsof children already attending NFPE schools, a common answer
to the guestion of what BRAC could do to improve the service was simply that it should

Data from GOB: Population Development and Evaluation Unit,
Tlamming Commission, Dhaka, and GOB: Office of the Director of
Primary Edpcation, Ministry of ®Rducation, Bhaka, and GOB:
Bangladesh Bureau of Fdocational Information and Statistics
{EANBEIS), Dhaka, 1990:
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extend the duration of school place entitlement from three to five years: In shorg,
BRAC's NFPE model seems to have tapped into a well-spring of demand for education
amaong the rural poor. The mothers of some NFPE students even hope that they will be
able to learn to read and write from their children.

4  The management of expansion In the context of very rapid expansion aver the
ast few years the management structure of NFPE is understandably not yet fully
developed. The general structure is similar to that of RDP and RCP, with a Programme
Director based in HO, Repgions! Managers (BM) and Area Managers (AM) with teams of
typically 10 POs assigned to them as field supervisors. At present there are four
Regiona! Managers (two of whom are designated as Assistant RMs) each covering an
average of about 1,500 NFPE schools and 35 Area Managers each covering a0 averses
of about 4 RDP/RCPF/WHDP areas and an average of about 170 schools.

o
.

o
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6.55 With growing confidence about the appropriateness and success of the basic
NFPE model, BRAG is already projecting forward the management structure needed for
its target of 100,000 schools by 1997. In doing so, it is planning to increase the span of
managerial responsibility at middle and senior levels. For example, at full development,
there are plans for 33 Regional Managers, each responsible for about 3,000 schools -
double the number covered by the current four RMs/Assistant RMs., Under each RM it
is planned ro assign 10 Area Managers (AM), each responsible for 300 scheols, agzin
aearly double the 170 schools covered by each of the current 30 Area Managers. At the
next level down in the management structure NFPE will introduce a new position of
Team Leader, each covering about 100 schools and responsible for the management of
a group of 3 or 6 POs as field supervisors.

6.56 Finding the staff The MTE endorses the planned management structure for NFPE
at full development. Filling the pesitions in the hierarchy, however, including the 33
RMs, 333 AMs, 1,000 Team Leaders and between 5,000 and 8,000 POs, will confront
BRAC with a formidable task over the next 5 years. Already, during the course of 1832,
recruitment targets include increasing the number of NFPE POs by nearly 40%, from
576 to BOD, and the number of Area Managers by more than 70%, from 35 to 80. In
fact, judging from recent experience and in view of the embargo vn recruitment by
government, BRAC is probably better placed now than ever hefore to attract
applications from young people with masters degrees. The issue, therefore, is not 0
much recruitment as competence, experience and the preservation of quality during
rapid expansion in staff numbers. Inevitably, rapid expansion will mean that the average
length of specific job experience among staff at all levels will drop, including not only
freshly-recruited teachers but also their supervising POs, new Area Managers (who will
probably be promoted from the ranks of existing POs) and Regional Managers.

6.57 Training and the preservation of qualicy There is nothing BRAC can do to change
the effect that rapid expansion of NFPE will have in reducing the length of specific job
experience among staff at most levels in the management structure. What it can do,
to offser the implied risk of loss of gquality in programme management and service
delivery, is to ensure the best possible job preparation and induction training, both for
new staff as well as for those who will have to be rapidly promoted. The focus of
attention in this respect is on BRAC's training capacity.
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6.58 For basic teacher training, NFPE reckons that 25% of TARC capacity will
continue to be reserved for it. On this basis it has already drawn up a programme with
the Training Division to accommodate 6,219 new NFPE teacheéers during the course of
1892, All but about 4% of these are expected to be trained at the existing TARCs, the
remainder being scheduled for field-based training in Kutubdia and Anandapur-Sulla.
The programme has been hased on 3 13-day induction course, though now that the new
policy is for a 15-day course; the =aining workload will have to be reviewed against a
hackground of already internse pressore on TARC capacity. Moreover, the 6,219 places
planned will only be sufficient for new teachers reguired in new schopls to be opened
to meet the target of 12,000 schools in operation by the end of 1992, including wastage
of just under 4% immediately after training. But there seems to be no provision in the
number of places planned to respond to NFPE's rules of thumb based on experience (a)
that new teachers will be required in about 10% of existing schools which re—gpen, and
{b) that there is a natural wastage rate among serving teachers of just under 6%, as
noted earlier. Moreover, there also seems te be no provision in the training schedule
for 15-day refresher courses for KK (PEOC) teachers after two years - an area of
rraining which will grow considerably over the next few years.

6.59 Staff training, too; will place increasingly large demands on TARCs and on the
Management Development Programme. All NFPE POs, for example, are expested o
undergo three training courses during their First year of service. Thesge fnclude going
through the same 13-day (now 15-day) teacher training course as the teachers
themselves; a course of 8 days en the training of NFPE teachers; and g further course
of 6 days in skills development training. Together, these courses are intended to equip
POs for their supervisory and support role, including field-based orientation and brief
monthly refresher training of teachers. Given the scale of the recruitment of new POs
refinired if NFPE adheres to its 1997 rargetr for 100,000 schools as well as the likely
rapid promotion of existing POs to become Team Leaders and Area Managers, the
retention or even extension of induction training of this sort will be vital if BRAC's own
high standards of quality and competence are to be maintained. A further complicating
factor is that the workload for staff induction training is not simply a reflection of the
numbers of new staff positions created. Natural wastage among new scaff in the firsc
one or two years after their recruitment also has to be taken into account. The NFFE
Programme Director reports, for example, that if female POs are recruited in the order
of half will leave within two years of joining the programme.

6.60 Unfortunately, a backlog in PO training had already developed in 1951 and locks
set to grow during 1992, Of the 375 NFPE POs in December 1991 all had completed the
13-day teacher training course but 82 had not been given the 8-day training of teachers
course and 32 had not gone through the 6-day skills development course. Cemparing the
1592 recruitment schedule with the PO training programme indicates that the backlog
in training of teachers is likely to grow to moere than 130 while for skills development
just under 70 POs may not be accommaodated.

8.61 The early indicators of a staff training backlog outlined above put NFPE and
BRAC's Training Department in a difficult position. On the one hand, the training
backlog at present is not of an alarming scale. It could become so, however, if BRAC
adheres to its target for NFPE expansion, from the base of about 6,000 schools at the
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end of 1991 to 100,000 by the end of 1897 - equivalent to an amnual average race of
growth of nearly 60% in the numbers of opsracing schools, and calling for a similar
annual average rate of growth in pumbers of serving POs. On the other hand, BRAC is
still far from certain of being able te mobilise the necessary externsl finapcial
resources to push ahead towards the 100,000 school target. This is a difficulty which
confronts BRAC as a whole. ldeally, the expansion of capacity for upstream activities
such as the training of teachers and supervisory staff should precede the expansion of
operational activities. But to be able to do this, BRAC would need from its external
zponsors Tnuch clearer signals over much longer periods of time than it has been able
to negotiate so far.

6.62 In the circumstances, NFPE seems to be hedging its bets. According to the
target timetable for NFPE expansijon, 1993 and 1994 will be critical years for training.
But programme management is assuming that in each of these years three new mini-
TARCs will come into operation, adding to the capacity for teacher and staff craining,
There are no plans to rent additional accommodation exclusively for NFPE training until
1996. The difficulty will arise if (a) BRAC is successful in mobilising the resources
necessary to adhere to its overall target, but {b) there are delays (as seems highly likely)
in completing and commissioning the planned new mini-TARCs.

E. The Paralegal Programme

Origins, Rartiongle and Objectives

6.63 It was in 1984 in Manikganj that BRAC first recognised a lack of legal awareness

- among women group members as a perpetuating characteristic of poverty. Two years

later @ BRAC consultant repurted ou wress of copaflict which might form the basis of
legal awareness training for both men and women. The consultant and three lawyers
then developed and tested a legal awareness training pilot programme in Manikganj in
August 1986, This led to a TARC-based training eourse in 1988 and in turn to the
design of a2 model for the Paralegal Programme in January 1989.

6.64 The five-year period of research, experimentation and testing during the second
half of the 1980s demonstrated that legal awareness training could be imparted
effectively through trained, village-hased paralegzals to illiterate men and women in the
Key areas of Muslim Family Law, Musiim Inheritance Law, Citizen's Rights, and Land
Law. It further demonstrated that:

i) there was a demand for legal-awareness, especially among members of
longer-established, more mature groups;

ii} group members would be willing to pay Tk.10 each for legal awareness
training;

111}  after rraining, they felt an increased leve) of confidence in claiming their
rights:
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iv) within the socio-political constraints of village life they were enabled in
specific instances to act on the basis of the knowledge they had acquired;

v) the training fees (of Tk.10 each in groups of 25 members collected by
BRAC staff and passed back to the paralegal worker) provided a
worthwhile remuneration and attracted good volunteers for the paralegal
training.

6.65 Based on the early field experience, the rationale for the expansion of the PLP
was codified as follows;

i} legal awareness and empowerment is an important complement to the
social and economic empowerment of the poor:

if) the esotericism of the law must be de-mystified;

iii) access to legal information is a legal right of every citizen and should noc
depend on income status or gender;

v} litigation is both time-consuming and expensive, wasting the scarce
resources of the poor and increasing their indebtedness.

6.66 Against this background, the objectives of the PLP are to contribute to the
entpowerment of the poor; to demystify the law for those who are illiterate; to provide
access to legal information as a right; and to reduce the incidence of litigation amaong
the landless.

Operational Performance

6.67 The 1989 RDP-II/RCP Appraisal recommended the expansion of the PLP, but no
specific targets were set and the rate of expansion was left for BRAC to decide within
its budgetary limitations. By June 1991 the programme was operating in 15
Area/Branch Offices, as planned, while this had risen to 30 Areas/Branches by February
1992, The number of members trained as PLP Learners had reached 87% of the target
for the year. By December 1991 the programme had trained a cumulative ctotal of
25,202 PLP Learners. This represents significant expansion during the course of 1991
for the total of PLP Learners by the end of 1390 was only just over 5,000. Of the 1981
curnulative fotal, about 80% are women, as compared with about 62% female PLP
Learners by the end 'of 1990. By the end of 1991 the programme included 135 G5
paralegals, of whom nearly two thirds were women, Overall, the programme is 8%
ehead of its target in terms of numbers of PLP Learners.

6.68 The under-achievement of targets for PLP Learners in 1991 was due to an
unexpected level of drop-outs among paralegal workers during the first half of the year.
Follow-up studies indicated that some paralegals who had been trained had not begun
to give classes because they had been too busy with their own income-generating
activities, but that many of them still intended to start classes when they could find the
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time. The higher proportion of women PLP learners than men could be due either to
greater demand for legal awarepess among women or a more targeted approach to
women by the paralegals, but the MTE was unable o clarify this.

Progremme Effectivensss

§.88 No major problems have been reported for the PLP, and none was observed in the
field. A Knowledge Retention Study carried out in 1991 suggests that the training of
paralegal workers, the reaching of group members and the training material ysed ars
all effective in transferring key information and awareness to BRAC members. ¢
There is a somewhat lower retention of knowledge of Inheritance Law, especially among
women. This is regarded as uvnsurprising in view of the complexities of this law,
particularly its inheritance shares aspects, which are now being given special attention
in refresher training. PLP managers and MTE field visits suggest that through informal
communication legal awareness also passes to a larger circle in the villages where
classes have been held.

9 &. Battar and §. Jahan: The Paralegal Programme - A Study of

¥nowledge Retention. BRAC, Dhaka. June 1957.
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7. SUPPORT SERVICES

Introduction

7.1 The terms of reference for the MTE refer to six support services within BRAC,
including NFPE and PLE; The MTE regards these as operational programmes and for
this reason has included them in the previous section of this report. On the other hiand,
the terms of reference do not include the Sectoral Programmes as support services,
perhans because they are all specifigally linked to operational eredit programmes. The
MTE has included the Sectoral Programmes as supporft services; partly owing to the
substance of rheir work in providing extensien and advisory services and rraining, but
also because in the future, as RCP accounts for a steadily increasing share of BRAC's
credit activities, the Sectoral Programmes will be expected to pay their own way as
fee-charging support services: The MTE has also added the Construction Department
which, in the context of rapid expansion, provides an important service to the
operational programmes. The support services treated here, therefore, include:

i) the Sectoral Programmies;

i) the Rural Enterprise Project; -

iii) the Management Development Programme;
iv) the Research and Evaloarion Department;
v} the Monitoring Department;

vi) the Construction Department.

- A, Sectoral Programmes

Orzanisarional Structure and Approach

7.2 BRAC's specialised extension services focus on the four sectors of poultry and
livestock, irrigation, fisheries and sericulture. Each of these sectoral programmes
provides a combination of training, technical advice and support services to members.
Their organisational structure comprises four tiers, in parallel with the structure of
BRAC as a whole:

i) Head Office specialist staff engaged in planning, administering and
coordinating the services;

i) Regional Office specialists (senior POs) providing training and supervisory
services;

iii) field-level POs and GSs operating out of AQs/Branches and working
directly with VOs;

iv) specially selected and trained BRAC members/borrowers providing a

range of practical services, for example, paravets in the livestock grea
and poultry workers providing vaccines (and vaccinations), treating
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diseases; and giving advice to VO members on better rearing practices,
including key rearers in the poultry programme serving as role models for
their neighbours.

T3 A key characteristic of this organisational structure of the sectoral programmes
- and one which demonstrates the sensitivity of the BRAC approach - is its inclusion of
some of the members themselves. This represents a deliberate blurring of the
bovndaries between the service delivery system and its receiving mecnanism at the local
level. It echoes some aspects of the Training and Visitc system in agricultural extension
services and has been adopted by BRAC for three main reasons, First, the involvement
of members of the VO peer gronp - who know all or most of those engaged in =
particuiar secror at the village level, who themselves have probably experienced most
of the difficulties likely to erop up, and who are always on hand - is expected to be
more effective than relying on visits by outsiders, Secondly, it permits both depth and
spread of coverage without the heavy overhead cests which would be incurrad if all
services were provided by full-time BRAC staff. And thirdly, BRAC expects the
incorporation of an extension role within the village-level membership to enhance the
prospects for the full integration of the different sectoral activities into the village
economy, hence to enhance their longer—terrn sustainability,

Staffine

7.4 By the end of December 1991 the four main sectoral programmes accounted for
a total of 678 BRAC staff, Of these, some 295 stalfl {(43.3%), by far the largest grouy,
were engaged in the agriculture and irrigation-sector. In the other three programmes
- there were 149 staff (22%) in poultry and livestock, 119 (17.5%) in fisheries and 115
(17.0%) In sericulture, It has not been possible to trace comprehensively the growth of
full-time sectoral staff in relation to the growth of substantive sectoral work under
RDP-II/RCP owing to lack of data on the numbers of GSs assigned in 18990 and earlier.
Nevertheless, growth in the numbers of specialist POs reveals some interesting trends.

7.5  Ovwerzll, the number of specialist POs grew by nearly 2.8 thimes, from T4 in
November 1930 to 204 by December 1991. Among the four sectors, however, growth
in the numbers of POs assigned was far from uniform. In the poultry and livestock
sector, for which BRAC has a well-established model, the numbers of specialist POs
grew by only three, from 18 to 21. In fisheries, the number of POs rose from 12 to 13
over the same period. In the agriculture and brrigation sector, on the other hand, the
number of PQOs assigned rose dramatically, from 30 in November 1950 to 138 by
December 1991. This reflects not only growth in lending to DTWs but BRAC's
recognition of the greater visks in these schemes deriving from technical/mechanical
issues in their operation; questions of cohesiveness, hence credit discipline in the larger
VOs required; apd production relations between the VOs as suppliers of water and
farmers in the command areds as users. In sericulture, where the BRAC production
model is still being developed, the mumber of specialist POs more than deubled, though
from a smaller base of 14 in November 1990 to 32 by the end of 1991,
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Service Delivery

76 The four programmes differ from each other in the way they operate and deliver
their services. It is in the rraditional, more familiar sectors such as livestock, poultry
and fisheries that the greatest numbers of members are invalved because the services
to be delivered are relatively simple and they can be trained easily. Sericulture, too,
is a rraditional industry, at least in eertain parts of the country. But it is not nearly
as broadly familiar among the rural population and there are some aspects of the
production chain which are technically complex. Moreover, BRAC is still developing
the production model for sericulture. For these reasons, the number of BRAC membears
involved in providing services is smaller, though there is scope for growth. Irrigation,
as nored earlier in this report, presents a complex sex of difficulties ranging from pursly
technical, mechanical issues in the operation of DTWs, through guestions of group
organisation, management and credit discipline, to the production relations between the
BRAC VOs supplying water and the farmers in the command areas. Again, therefore,
Thers 13 somewnat less scope for the involvement of BRAC members in the extension
and support services,

Financing the Sectoral Programmes

7.0 At the lowest level; the practical support provided by trained BRAC members
is directly-financed by the membership at large through a predetermined scale of fees
for different services. This arrangement is pow fully integrated in the poultry medel,
has become well accepted by BRAC members and is another factor swengthening the
prospects for sustainability. The fees themselves can be kept quite low as some of the
inputs such as vaccines in the livestock and poultry sector are provided free by the
government. The full-time BRAC staff are paid partly from the RDF budget and partly
from different components of the overall training budget. For mature RCP Branches
lie. two years after the transition from RDP ro RCP) the policy is that VOs should also
pay fees for any further training and/er extension services provided by BRAC stafl.
This policy has not yet been put into practice and guestions remain about fee scales,
their acceptability to members, and the effects they may have on fake-up rates.

Targers and Achievements in Sectoral Programme nsion

7.8 Table 7.1 shows zelected indicators of the baseline position prior to the
commencement of RDP-II/RCP, annual growth to December 1991, and a comparison of
incremental achievements against targets for calendar 1991 for each of the four main
sectoral programmes. On balance, the selected indicators demonstrate excellent
adherence to targets. The livestock and poultry programme, for example, shows very
close sdherence to targets probably because (a) it is already quite familiar to BRAC
members, and (b) it is supported by & well-developed model.

TA In contrast, the main shortialls against targets lie in areas which are well-known
to present difficulties or for which the BRAC maodel is not yet fully developed. In
irrigacion, for example, the 19% shortfall against the incremental target for brrigated
arez is the less swprising because experience in general shows that actual DTW
command areas rarely reach their potential. In fisheries, the shortfall in the number
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TABLE 7.1: Sector Frogrammes: Cumulative Achievements and Achievernents Agalnst Targets for 1891

q Cumulative Achievenmients :
December ~| December N December l 1991 1991 Target | Achievement
1989 1980 1991 Incremental as % of
Achievement Target |
Livestock and Poultry
Paravets 396 G40 1152 3 [ Jag 1515
Livestock Rearers 17848 49365 58521 16,156 13,535 16,8 ?
Poultry Rearers 40910 abG64 95506 39,942 38,750 L1005
Poultry Workers 3156 3843 4559 1,156 1,258 91.9
Chick Rearing Units : 246 650 1359 . 708 07 _ 100.3
Irrigation
Deep Tubewells 136" 136 305 169 200 . 84.5
Irrigated Acreage s 5444 - ‘BD35 13927 7,292 9,000 B1.0
Fisheries
Carp Culture (Ponds) 439 669 1181 512 663 77.2
Nilotica Culture (Ponds) 279 403 18072 1,404 3,163 44.4
Fish Nurseries 115 165 277 i B - 286 .7
Sericulture |
Silk Worm Rearers 1014 1667 2141 474 583 81.3
Reelers 12 128 145 17 17 100.0
Mulbury Trees Planted ('000) 65.5° 2709.9 4,141.4 1,431.5 1,560 i DI_.H
Other
Apiculture, boxes - - 2038 - - -
Apiculture, colonies - - atl - - -
— = e T el |

1. No. of installed tuhewells.
2. Nilotica programme replaced by Sharputi,
3. Including RCP.



of nurseries established probably reflects technical and managerial difficulties while the
under-achievement in ponds for Nilotica reflecrs a shift away [rom this species in
favour of Thai Sarputi: For sericulture, adherence to targets has been closest in
numbers of new reclers established and mulberry trees planted - the latter of which
being one of the simplest aspects of the pregramme and in which BRAC now has
substantial experience and a well-developed model. The rearing of silk worms is
technically more complicated work for which the shortfall in achievement is probably
mainly because BRAC is still building up both the comprehensive mode! for sericulturae
as well as its training and extension capacity.

B. The Rural Enterprise Project

Context and Rationale

7.10 In Bangladesh, as in most least developed countries, the rural labour force is
expanding much faster than the absorptive capacity of agriculturé. The pressure is on,
therefore, to explore ways and means of promoting new opportunities for growth in rural
non-farm employment opportunities. Yet in the context of an existing relacively non-
diversified rural economy and at best slow growth in disposable income from farming,
the task is formidable. In Bangladesh a number of projects, programmes and agencies
are active n this search for new ideas in small and micro-enterprise develspment,
including the Bangladesh Small and Cottage Industries Corporation (BSCIC), the
Bangladesh Agricultural Research Council (BARC), the USAID-sponsored MIDAS
programme and the Grameen Bank. Achievements in this field have been at best
- patchy. On the one hand, there has been considerable success in the provision of credit
to the rral poor. But there have been no clear break-throughs in the sense of new
sectors or activities capable of being undertaken easily by the rural poor and capable
also of the sort of expansion and spread that could make a significant concribution to
satisfying the burgeoning demand for employment.

7.11 REP represents BRAC's own "think-tank and laberatory' for new uses of credic.
Its rationale can be traced back to the discussion earlier in Section 6 of this report of
the tendency towards concentration in the utilisation of credit, particularly for low risk,
iow return activities. BRAC's concern about this tendency - and its mofivation in
setting up REP — was two-fold. First, from an early stage in its invelvement in credic
services, BRAC has recognised the potential risk that a very narrow range of uses of
credit could reach saturation level, affecting the absorption rate for additional credit.
Linked to this is a conceptual appreciation that the development process should
incorporate increasing diversification of activity in the rural economy. Secondly, within
its operational policy of aiming for breadth rather than depth of coverage and
assistance, BRAC nevertheless is keen to explore whart higher order, higher value-added
enterprises and activities could be open to its members.

7.12 The role of REP, therefore, is to identify, investigate, test, demonstrate and
disseminate new business ideas on behalf of BRAC members. Successful ideas and
models are then expected to be fed into RDP/RCP as part of mainstream credit
DProgramimes.
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Organisation, Staffing and Resources

7.13 Organisation Within BRAC's overall structure, REP forms part of the Rural
Development Programme, with the REP Manager reporting- directly to the RDP
Directar. In the field, there gre ne REP staff ahave PO level and this gives rise ta a
dual arrangement whereby (a) for administrative purposes they report through the RDP
structure of Area and Regional Managers, while (b) on substantive technical matcers
they report to the REP Manager at HO., These dual lines of management and
adminisrration converge at the meetings of RDP Regional Managers which are convened
by the RDP Director and attended by the REP Manager.

7.14 The main apparent weakness in REP's organisational structure lies in ¢
managerial 'distance' between Head Office and the field. Area Managers and even
Regional Managers seem, with some justification, to regard REFP as having its own,
separate mandate and work programme which is managed from HO and with which they
are reluctant or feel ill-equipped to interfere on substantive matters. Besides, they are
fully ocenpied with their mainstream ROP responsibilities. This leaves the REF POs not
only without an intermediate level of technical management hut also, by implication,
without an easily-accessible source of guidance and motivation, The MTE has not been
able to identify any specific REP shortcomings which might be atiributed to the length
of these rechnical managerial linkages. It raises the issue merely as an gbservation and
as a matter that BRAC should bear in mind in the future development of REF.

7.13 The 1990 Apnual Review recommended merging REP with the Sectoral
Programmes to form new technical support teams, BRAC has stopped short of such a
- formal merger, though in practice there is close exchange of experience and ideas
between REP and the Sectoral Programmmes, at least gt HO level, At the same time,
there is now a clearer distinction of roles, with the Sectoral Programmeés being
responsible for all aspects of work in their respective fields, including new experimental
work, while REP is responsible for pioneering work in fields not covered by the existing
sectoral specialists. The MTE endaorses this arrangement.

7.16 Staffing In just over a year between the 1990 Annual Review and September
1551, REP staif strength has risen from 14 te 26. By the beginning of 1952, this had
grown to a total of 32, comprising the REP Manager and two economists (with MBA
qualifications) at HO and 23 POs and 6 GSs in the field.

7.17 REP reports that it has had some difficulty in recruiting and retaining staff - ac
least, staff of the sort it requires. Against the background of its management structure
outlined above REP ideally needs staff with practical experience in micro-epterprise
development, who can think creatively, with sound and objective analytical skills, and
who can be 'self-starters', able to rely on their own energy and initiative. It is not easy
to find such people willing to ioin BRAC as POs and to work in the field. Even at HO
level, there has been considerable turnover among the economist positions.

7.182 Budget The total budget assigned to REP between January 1990 and December
1991 was Tk.B.8 million while actual expenditure was Tk.8.0 million. This under-
expenditare masks considerable varistions between allocations and actudls for individual
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budger lines. The most notable variation was in the budget line for experimental
project materisls, where expenditure of T.A.15 million exceeded the allocztion (of
Tk.210,000) by 15 times. This was mainly due to problems: with power tiller schemes
which failed to live up to their-initial promise. REP bought back a substantial number
of the tillers originally issued, with the intention of experimenting with aliernative
operating models for them: Elsewhere in the budget there was considerable undsr-
expenditure, principally against allocations for foreign consultants and 2 25% under-
expenditure on staff salaries.

REP Achisvements -

7.19 Sipee its inception, REP has worked on 53 distinct projects or new ideas for small
and micrp-enterprise development. Of these, 12 have been judged as suitzbie ro
recommend and promote among BRAC members and have been 'handed over' to RDP:
13 have been abandoned as failures or unsuitable; another two have been suspended; and
the remaining 26 are at different stages of development as experimental or pilot
nrojects.

T7.20 Areas of success There are two distinet and sequential levels at which the
success of REP's work can be judged. First, within the 'laboratory' context of REP
itself, an agtivity can be judged as initially successful if BRAC members have - or can
easily be given - the necessary technical and managerial skills; if there is a market for
the outpot or services generated; and if the enterprise or activity is financially viable.
The second level for judging success is more critical and hinges on whether a new
activity can be translated into the sort of model that, for example, has been developed
for the poultry programme, enabling RDP to promote and replicate pilot work on 2 wide
scale as part of its mainstream work.

7.21 At the first level of judging success, the 12 projects handed ever to RDP are
currently estimated to be providing employment to about 10,000 people - a considerable
achigvement. The second level, of widespread replication, is the more stringent test
of success in the real setting of organisational sbilities and markets, and here the
record is more mixved. Vegetable production, nursery ponds and Thai Sarputi fish
production seem to have been introduced successfully into mainstream RDP lending.
But : ..ough the rice mill scheme and the two brick fields set up with REP backing are
still in operation there is little confidence among RDP staff that they can easily be
replicated on a wider scale. From the RDP perspective, these schemes are ambitious;
they call for large groupings of BRAC members tp spread capital and operating costs;
they make considerable demands on the organisational and managerial capacities of the
membership; and they represent entries by the rural poor - albeit with BRAC backing -
into complex market sectors within the rural economy. In the perspective of BRAC
membpers, these facrors all represent different dimensions of risk. As yet it is Loo soon
to tell whether this risk can be or will be assessed as worthwhile in rejation to the
apparently limited financial returns in these ventures.

7.22 Faihes There are also twe levels at which REP's failures can be assessed -
enterprises which are abandoned at the experimental stage, and those which are passed

on 1o mainstream lepding but which subsequently fail. Examples of failure at the first
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leve! include REP's work with pigeon rearing and mushroom cultivation. The first of
these schemes was abandoned owing to the practical difficulty of controlling and

keeping the pigeons on the homestead. Experiments with mushroom cultivation failed
owing mainly to marketing difficulties.

7.23 Failure at the second level is more serious (a) if it is due to error of judgement
on the part of REP in handing over new ideas to mainstream lending without, say,
rigorous testing of a new activity or without full development of the technical,
financial, organisational and management model surrounding it, and (b) because if new
ideas are adopted by significant numbers of BRAC members, their failure could cause
considerable hardship. The most notable example of failure after hand-over is the case
of power tillers. REP's own assessment is that the power tiller 'model' was handed over
to RDP too early, before the managerial and operational dimensions had been fully tried
and tested. As noted earlier, REP incurred major unforeseen expenditure in buying back
many of the power tillers and is now undertaking further experiments with four
different ownership and management models.

7.24 Cooing with failure REP has fully registered the power tiller experience,
particularly the way it has highlighced the importance of developing approprizte,
workable management systems for new enterprises. In addition, however, there is
another guestion arising from the experience of schemes which are developed by REP,
handed over to RDP, but which subsequently fail, It is the question of who should bear
the responsibility, including the financial responsibility, for failure? In purely banking
terms, when entrepreneurs take out credit to set up enterprises of their own devising
there will always be failures. The reasons for failures can range from fundamental
weaknesses in the design of different enterprises to management ineptitude or even the
outright misuse of credit. In any such cases, it is the entrepreneurs who make their own
decisions, who bear the risk, and who are responsible if their ventures fail. But when
new enterprises are recommended by BRAC - which is acting not only in the role of the
bank, the provider of credit, but also as the advocate and supporter of its membership -
the assignation of responsibility for failure becomes much more difficult.

7.25 The key issue is that at present BRAC does not have a clear policy for coping
with REP models which are recommended as feasible and appropriate, passed over to
mainstream lending, but then prove to be failures. In developing such a policy, an
obvious reference point should be the extent or proportion of failures. If, for example,
a new REP model is taken up by a number of individual borrowers or VOs and is run
successfully by a large majority of them, then the minority of failures can probably be
assigned as the responsibility of the borrowers concerned. On the other hand, as in the
case of power tillers, if failure is widespread and can clearly be attributed to some
inadequacy or lack of development in the model itself, it is BRAC which must take the
responsihility,

7.26 New schemes REP is pressing ahead with its innovative and creative work.
Among its recent experimental activities there are several ideas which seem very
promising, including carp hatcheries, apiculture and roadside restaurants owned and
operated by women. Small scale carp hatcheries are a novel form of spawn production
in Bangladesh and represent a potentially important alternative to the Department of
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Fisheries as a source of supply te private fish cultivation enterprises. The main cavesat
is that experience so far suggests that these schemes may need close technical support
from the fisheries sector specialist staff for a peried of time that cannet yet be
predicted. REP's'work in the field of apiculture is based on a simple model which ssems
well-suited for women at the homestead level and which could open up further
possibilities for downstream processing and marketing. Roadside restaurants zlso seem
to be very successful. Field visits during the MTE have shown that the women involved
have responded eagerly and successfully o the idea and dp not in general seem to need
intense or lengthy technical-cum-managerial support. The schemes are the maore
interesting not just because of the apparently high financial returns they offer bur also
because the model itself incorporates an important element of social change by
involving women in a commercial activity which would probably be inconceivable
without the backing of an gerganisation such as BRAC.

Ancillary Functions of REP

7.27 REP undertakes a number of ancillary items of work within BRAC in addition to
its main responsibilities in the field of developing new ideas on behalf of the
membership. As noted earlier, two of BRAC's three staff with MBA qualifications ars
assigned to REP and their skills in project and business analysis are in high demand.
They are often called in by RDP and RCP to undertake feasibility analyses on
applications for credit in different fields and enterprises. REP staff are also involved
in monitoring the profitability of different types of venture in the credit portiolio.

7.28 1n addition, RDP is relying on REP staff to assist in developing new prejects in
six different sectors ranging from agriculture to rural mapufacturing industries. These
are all interesting and useful areas of work. The concern of the MTE goes back to the
earlier point in the discussion of REP's structure and management, namealy that its HO
staff team is guite small while the managerial 'distance' between HO and field scaff is
considerable, In this setting, if too many ancillary assignments are given to the HO
team, not only would they be stretched top thinly but their ability to supervise and
guide experimental work in the field would be reduced still further. In short, and
consistent with the recommendations of earlier reviews, REP needs to maintain a clear
focus in the interests of the quality of its work on behalf of the BRAC membership.

| e The Management Development Programme

Backeground

7.28 MDP was originally conceived in the first half of the 1980s to serve two quite
different obiectives. Internally, and to prepare for planned expansion of BRAC's
operational activities, it was intended to provide management training to BRAC staff.
Externally, and consistent with BRAC's aim of using its own experience to bring the
widest possible influence to bear on other rural development programmes, it was
expected to reserve a considerable portion of its capacity for management training for
the staff of other government agencies and NGOs. Indeed, the original intention to set
up such a facility with the states of an institote suggests that the second, externzl role
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was seen a5 the more significant. In purseit of setting up an institute, however, BRAC
was gbliged to enter into negotiations with the government and this led to considerable
delays. Eventually BRAC lowered its sights and the re-named MDP was set up as an
independent BRAC programme in January 1990.

i

Physical Facilities and Thraoughput

7.30 MDP's main campus i5 the new Management Training Centre (MTC) at
Rajendrapur which opened in May 1991 with a design capacity of neacly 10,000
participant-days per annum. There is another training centre - a rented building in
Dhaka Uttara - though the accommodation there is described by MDP as being
‘cramped'.

7.31 Between May and December 1991, the throughput of trainees at the Rajendrapur
MTC was in the order of 90% of pro-rata capacity for the period. Nearly 70% of this
throughput was BRAC staff, though originally it had been expected that up to half of
MTC capacity would be used for training outsiders. Of the BRAC throughput, nesrly
two-thirds of the trainees in fact undertook TARC courses, suggesting that at present

the MTC is acting more in the role of a TARC.

Issues in the Gearing-Up of MDP

7.32 MBDP is essentially still too new for its contribution to be fully evaluated. As
MDP seeks to establish itself properly and to gear itself up to full operation, the MTE
has identified four main issues confronting it, namely staffing; development of the
training cwrriculum; establishing recogaitien and a role for itself within BRAC; and
clarifying its priorities.

7.33 Staffing As yet, MDP does not have a team of full-time training staff - or
'faculcy members'. Instead it relies principally on serving senior managers from
different departments to provide training in their own specialisms of Ffinancial
management, monijtoring and the like. This is probably effective, at least for the
category of management training that can be described as 'the BRAC system of doing
things'. But it cannot be expected to be effective in passing on pure management skills
- the management of people, the management of time, establishing and observing the
limits of managerial discretion and the like - which is a specialised field in its own
right,

7.34 The specialised nature of management training presents a double difficulty in
building up a team of faculty members. If MDP looks internally for the team it can
guarantee familiarity with BRAC. But these staff will probably themselves need to be
trained as management trainers and this will take time, possibly even.calling for
overseas rraining. On the other hand, if MDP recruits externally, it may bDe possibie to
find good management trainers but they will obviously lack familiarity and experience
with BRAC. MDP policy is to recruit its faculty members internally.
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7.35 Curriculum develonment MDP has set its sights so far on the middle capks of
BRAC staff and has identified three bread areas for management training:

i) technical aspects of management, including planning, work scheduling,
monitoring staff gime use and the like;

ii) qualitative management skills, including leadership, motivation and
cormmunication;

iii) conceptual understanding and commitment to apply both technical and
gualitative management skills,

7.236 MDP has defined the middle ranks of rmanagement in terms of Area Managers and
senior POs and has begun to develop training material in these areas - but there is still
some way to go, So far, hewaver, it has not come to grips with the potentially more
sensicive issue of identifying training needs among senior BRAC managers.

7.37 Establishing an sccepted role MDP staff have the impression that sa far there
is lirtle interest in their programme among operational managers. This perception
seems £0 be based on a lack of articulation of demand for management training - and
is perhaps somewhat simplistic, Precisely because MDP is not yet fully operational and
has therefgre not vef heen ahle to demonstrate what it has tn offer to imgprove
management it would be too much to expect spontaneous expressions of demand. In this
setting, MDP needs to establish the closest possible communication with operational
staff, particularly their senior managers. The aim should be to generate a sense of
involvement and participation and, in the process, to prime the pump of demand for
what MDP can offer. And this needs to be a conscious effort, not least because at
present the fact that the MDP Head Office staff are based in the rented annex building
across the road from the main office increases the communication and interaction

'distance’ that has to be overcome.

7.38 (Clerifving priorities The most important policy issue in clarifying MDP
priorities is the question of balance in effort and throughput between internal and
external training, There are two elements of the rationale for MDP offering training
services for non-BRAC staff. First, as noted earlier, training outsiders is a potentially
powerful way of bringing the BRAC approach and experience to bear in influencing
other paople, other agencies and other rural development programmes. Secondly, by
charging commercial fees for these external training services, MDF could held out the
prospect of financial independence, covering all its costs, including its internal training
services, from its own income.

7.39 The MTE recommends that for the present MDF should give top priority to
internal training and sheuld not be expected to meet predetermined targets either for
the throughput of external trainees or for cost recovery. There is muech work still to
be done on the issues of staffing, curriculum development and establishing a role and
reputation for itself within BRAC, as noted above, before MDP can be expected to fulfil
an external training role. The implication is that MDP will require full funding for spme
time to come - and this should he understood and accepted by the Dagor Consortium.
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D. Research and Evaluation
Overview

7.40 The Research and Evaluation Division (RED) is staffed hy competent researchers
and has already gained an international reputation for its work. Its current share of less
than 1% of the RDP budget is not excessive. Nevertheless, by the nature of its role,
RED is in a difficult position because its work is not a direct and integral part of the
operationzl activities of BRAC, This characteristic of RED is compounded and more
noticeable because (a) the operational programmes have been growing so rapidly during
the last few years, while (b) RED, like MDP and the Construction Department are
'outposted’ - albeit only by a martter of a few yards - in the annex huilding ac Head
Office. In sum, RED can easily be seen as a 'back-room' part of the organisation beth
in terms of its role and its physical location. Conscious of this; the MTE has identified
three inter-velated iSsues that need to be addressed in the further development of RED:

i) ensuring the relevance of research programme content to operational
issues;

if) strengthening RED's relations with operational programmes;
iii) improving the accessibility and usability of its output.

Research Subiect Matter

741 The MTE has examined some 25 studies vndervaken hy RED and has reviewed
both the design and emerging results of its largest commitinent; the Village Studies
Project (VSP). It has also discussed RED putput with senior operational managers. The
conclusion is that some of the work is clearly both useful and relevant, particularly such
studies as those of the literacy and continuation rates of children completing their
NFPE courses. These are essential building blocks in the development of confidence in
BRAC mode!s for its operational programmes as well as showing how they might be
refined.

7.42 Some other aspects of RED's research activities are not so well gearsd to
operational interests. A case in point is the very large, very ambitious VSP. The
proposal for this undertaking reads like a pure research exercise. The objectives and
the projected outputs can be seen as having high-order relevance to the development
of a comprehensive understanding of rural poverty and the factors which perperuate it.
But neither the objectives nor the outputs have much direct relevance to any particular
operational BRAC programme. Within the VSP, the work in studying perceptions ef
power and status at the village level may help BRAC to sharpen its own understanding
of what empowerment means and how it can be achieved. Ewven so, there will srill be
a long way to go. The results will not only have to be 'operationalised' but will also
have to show how empowerment can be monitored if they are to be useful to RDP/RCP.
Of clearly dubious vzlue among the research instruments in V8P are the Village
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Monographs which do little. more than eatalogue rural poverty. RED is aware of this
and of the fact that one measure of the remoteness of any pay-off from VSP is that so
far there have been ng internal workshops to discuss emerging results,

7.43 BRAC's policy for determining the content and scope of elements in the RED
work programme is that all new proposals should be submitted to an internal workshop
as a screening and approval mechanism. Thereafter, RED enjoys considerable autonomy
it getuing on with the agreed work. When the results become available the policy is w
convene a further workshop to explore their immplications for operational activities. The
policy appears sound but the MTE was unable to observe any such workshops or to form
any conclusions about their effectiveness. Nevertheless, from discussions with
operational managers, there do seem o be shortcomings in the perceived relevange of
some parts of RED work,

7.44 In general, the MTE review of RED's recent work programme and output reveais
perhaps too much academic rigour and adherTence to research design staadards, There
is little in the way of 'quick and dirty' studies or diagnostic analyses of known areas of
success or failure on behalf of operational programmes.

Relitions with operationsl programmes

7.45 There are two Interpretations of the role of RED which impose quite different
requirements on its relations with operational parts of the organisarion. First, the sgrict
interpretation of REN's rale as an evaluative unit calls for it to maintain some distance
between itself and operational programmes in the interests of maintaining objectivity.
On the other hand, RED's role as a research unit and support service - developing better
understandings uf poverty, emmpowerment, the process of svcial chunge and feeding the
results inte practical work at the field level - signals the need for close caollaboratian
with operational staff,

7.46 The view of the MTE is that RED can and should do more to strengthen its
relations with operational programmes. In doing se there will be little risk aof
undermining its objectivity, not least because of the organisational 'distance' that
separates it from the rest of BRAC. The response to stich recommendations is typically
to think in terms of regular meetings, subject-specific workshops and the like. In this
case, however, there is o more promising option of building clgser collaboration into the
way in which RED draws up its work programme. For this it would be necessary to
reserve a portion of the RED budget and sraff time to serve in a customer-contraceor
relationship with operational programmes. The operational programmes, in the role of
customer, would be expected to identify issues for study and analysis. RED, as
contractor, would then be responsible, in collaboration with its customers, for deciding
the scope, focus and methodology of study.

7.47 From RED's paint of view the main difficulty such an arrangement would present
would probably be its inability to draw up a predetermined work programme, including
the allocation of staff time, as far in advance as it ¢can currently. To minimise this
difficuity RED would be motivated to approach senior operational managers regularly
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to find put what issues may be cropping Up as candidates for diagnestic study and to
reach agreement on how to fit them with other work commitments., In the process,
RED would automatically develop closer working relations with operational managers.

Accessibility of Resulrs

7.48 RED is fully aware of the general problem in the world of today that its research
and evaluation reports - like so much other information committed to paper - is
competing for the time and interest of its potential readership. The fact that BRAC's
expansion places so many demands on genior operational managers means thac the
competition for time and atteption is the more severe. Tog be effective in reaching its
target audience, RED must sharpen its expertise in information technology and improve
accessibility to the results of its work. And if it can do this it will automatically
enhance the prospects for its work being used.

7.48 Asinthe case of diagnostic or quick and dirty studies, improving the accessibility
of RED's output will call for some relaxation of academic rigour. The most imporcant
aspects of a given study as far as operational staff are concerned are the conclusions
and recommendations. Yer of the sample of RED reports reviewed by the MTE, most
emphasised methodology, sampling techniques and the reporting of results. Only a few
presented operational .conclusions or identified issues for management review. In
academic research it is impertant to give an account of methodolagy in order to
demonstrate the confidence and validity that can be ascribed to the results. Inthe case
of BRAC, however, it is not so important to give detailed accounts of methodology or
data processing techniques - at least not initially. Once the attention and interest of
operational staff have been captured it will always be possible to take stock of the level
of confidence attached to Lhe results before deciding what action to take either in
carrying out follow-up studies if necessary or in taking direct operational decisions.

Recommendaticons

7.50 The summary recommendations for RED are:

i) review and clarify the role and mandate of RED;

ii) modify the procedures by which RED proposes, justifies and gains
approval for individual elements in its work programme, with the aim of
strengthening the relevance of research subject matter to gperational and
field issues;

iii)  improve the dissemination and accessibility of research results by (a)
presenting self-contained ahstracrs giving conclusions, recommendations
and sufficient explanation of methodology and analysis to demonstrate
their validity, and (D) in consultation with senior operationa! managers,
identifying selected research abstracts for translation into Bangla and
dissemination among BRAC field offices;
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iv) reserve (initially) a modest component of RED resources for a responsive
research programme based on a customer-contractor relationship with
Programme Directors and the Monitoring Department, permitting
customers to identify issues for investigacive work and to participate in
the design of diagnostic, trouble-shooting or other studies they need.

E. The Monitoring Departnent

Backeround

7.51 BRAC had already established a Monitoring Cell in 1988, prior to the inception
of RDP-II/RCP. It grew out of the Research and Evaluation Division, based on an
expression by RDP of its need for a full-time direct service to develop and refine its
management information system. In 1990, following the commencement af RDP-
H/RCP, not only was it upgraded to full departmental status but its priority was clearly
to focus on the broad mainstream of work in expanding membership and savings and
credit activities through these programmes.

Orsanisation and Staffing

7.532 The Monitoring Department (MD) is shown in the BRAC organisation chart as
being managed by the Commercial Director. This appears anomalous because the
administration and analysis of 2 management information system (MIS) would normally
expected to be a staff function attached to the management of the gperational units
- concerned - in this case, RDP and RCP. In practice, however, the anomaly is not
serious as the Department Is physically located on the same floor as the Directors of
RDP and RCP, with whom the Department has the closest of all working relations.

7.33 The MD has its own staff located only at the top two levels of the overall BRAC
structure: at Head Office and in 12 Regional Offices. At HO level there are two full-
time economists and another two POs designated as 'ad hoc!, meaning that they are
formally assigned to the operational programmes at the field level but have been
assigned on secondment to the MD. Sinee being upgraded to departmental status, the
MD has been steadily increasing its field staff strength - from 12 in lage 1980 to 16 at
the beginning of 1992, with an agreed further increase to 22 in March 1892 - gll of
whom are at PO level.

7.54 For data collection purposes, however, the MD relies principally on RDP and RCP
field-level staff - a further practical indication both of the nature of monitoring work
as a staff function and of the closeness of working relations. In the interests of data
quality, the MD's regional moniters spend much of their time as supervisors of those
responsible for data collegtion.
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The Cuorrent Rale of the Maonitoring Department

7.35 The MD sees its role on behalf of RDP and RCP in terms of two main fields of
data collection and analysis: (a) monitoring ¢redit activities, and (b) monitoring progress
in institution-building, It performs a second role, helping other operational programmes
in the design of monitoring systems and data collection formats, but this is ancillary to
its main responsibilities to RDP/RCP,

7.56 Monitorine credit operations Credit activities are monitored by means of three
main indicarors: dishursements, outstandings and credit recovery according to the
predetermined schedule. These data are collected on a monthly basis but so far have
been aggregated and analysed only at quarterly intervals, The reason for the monthly
data collection is to instill in RDP/RCP field staff a sense of urgency and discipline in
keeping close track of trends in the lending programme, especially in the context of
BRAC's exposure to risk in a rapidly expanding portfolio. There are no plans to relax
the frequency of data collection. On the contrary, the intention is to replace the
guarterly aggregate reports with monthly analyses - staff and computer facilities
permitting, Similarly, supplementary indicators such as the designation of overdue loans
as doubtful, recoverable or bad dehts which was carried aut at quacrterly intervals in
1531 will also now be done on a monthly basis.

7.57 Monitoring institution-building The system used for monitoring progress in
institution-building relies on two main sets of information. The first involves a
straightforward count of numbers of VOs, numbers of active members and data on
savings. The second Tepresents a more ainbitioos - gnd still essentially experimentsl -

- atrempt to assemble information capable of giving some indication of the robustness and

maturity of YOs, It comprises a schedule of Indicaters including such ieems as numbers
of monthly issues meetings held; the degree of completion of predetermined training
schedules among VO members; attendance rates at meetings; school enrolment ratss;
child immunisation rates; and frequency rates for the implementation of decisions taken
by VOs. At first, there were 25 indicators in the schedule, subsequently raised to 30,
but now trimmed back to 20. All of the individual indicaters capn be expressed
numerically. Through a system of weighting they can then be reduced to a single
nurnerical indicator.

7.38 The characterisation of the 20-indicator system as being still experimental is
based on three considerations, First, it is still open to question whether the indicators
themselves and the way in which they are numerically cambined can yield a satisfactory
aggregate indicator of institutional development. The problem here is that while BRAC
is clear about the importance of creating well-rooted, sustainable rural institutions
among its members, it has not definitively specified what this means in terms, for
example, of expectations of VOs in taking spontaneous initiatives on their own behalf
or of their sustainability with or without continued access to credit, access to extension
services, or even access to BRAC itself, This is not a criticism of BRAC, for the
experience of institution-building among the rural poor by means of outside
interventions is still in its infancy. Rather, it must be recognised that the lack of
definition surrounding the concept means that any attempt to monitor it will have to
be accepted as at best partial and approximate.
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7.58 Secondly, the MD is concerned about the reliability of data recurns from the 20-
indicator system. The Department relies on Area/Branch Managers to check the scores
assigned by POs 1o individual YOs against VO monthly reports and by making their own
enquiries into the reasons for particularly.low or hirch scores or scores which do not
szem o reflect their own knowledge of the status of different VOs. As nored earlier,
the Department also receives feedback from its own monitoring staff at regional level
who undertake spot-checks as widely as possible. Nevertheless, in the view of the MTE,
it will take more time yet for the Departmnent to satisfy itself that the 20-indicator
system is a sufficiently familiar part of the routine work of field staff and that scores
are based on reliable data that can be easily epllected.

7.60 Thirdly, the MD is still testinz different methods of applying the 20-indicator
system. The issue here mainly invelves coverage of the system among the population
of VOs, which already stands at more than 11,000, So far, the MD has decided to
exclude all VOs less than one year in existence, though strictly this removes a 'baseline’
condition from any future time-series comparisons that may be drawn. The next step
is to decide on a sampling system, choosing between Area (ffices/Branches or VOs as
the sampling frame. Current plans for 1893 are to cover a sample of 20-25% of all
Area Dffices/Branches and to select an age-structured sample of 20-25% of all VOs in
each of them. What has still to be decided is whether to retain a portion of this large
zample far recurrent application of the 20-indicator system, enabling trends within a
fixed set of VOs to be observed. At the root of the difficulty in taking sampling
decisions of this sort is the lack of advance knowledge about (a) the magnitude and
extent of variability, and (b) the factors likely to lead to variability in progress towards
institutional development among VOs in the same Office/Branch; among Offices/
- Branches of the same age; among different geographical parts of the country; or through
timie.

7.61 Limitations of the quantitative apprgach There are limitations and potential pit-
falls in relying on gquantitative indicators of progress in what ls essentially the
qusalitative process of Iostitution-builéing. Taking just two of the eurrent indicators -
the attendance rate at monthly VO meetings and the numbers of such meetings heid -
is sufficient to illustrate the difficulty. High attendance rates may be due as much to
the strength of personality and leadership qualities of the concerned POs as to the
cohesiveness and mutual commitment of VO members. Through time, and if some VOs
do take greater responsibility for managing their affairs, they may decide to change the
format, perhaps to reduce the freguency of meetings, s they see fit, automatically
reducing their score in the current monitoring system. In both cases, the numerical
information set against each indicator would give a misleading picture of the level of
institutional development actuslly attained. Suggestions for the intreducticn of a
gualitative dimension in the monitoring process are put forward below under issues for
the further development of the management information system.

Relarions with the Research and Evaluation Division

7.62 There is potential scope for some blurring of responsibilities bevween the MD
and RED, nor least because in many agencies and programmes the monitoring and
evaluation functions are commonly combined in a single organisational unit. In the case

87



of BRAC, however, the organisagional separation of the two functions is being handled
quite suceessfully and the two units seem to have clear understandings of where their
responsibilities lie. Of the two, the Monitering Department, with its clear focus on the
development of a management information system, togecher with its physical location
at the hub of RDP/RCP in the HO building, has 2 more straightforward role to justify
and to play.

7.63 The working relationship between the two units also seems quite close. In the
MD's perspective, if manitaring data or field visits throw up {ssues which cannot gasily
be explained the next steD is to gporoach RED and, if necessary, to collaborace in the
design of special studies, As an example of how this works, studies of overdus loans in
two RDP Areas gnd one RCP Branch have been undertaken by RED during 1591 at the
reguest of the MD.!! The MD also reports that when menitoring indicators are being
designed or reviewed it is standard practice to involve RED, as for example, in
December 1991 when indicators for DTW schemes, IGVGD and Sericulture were under
discussion. It is also standard practice for the MD to copy zll significant reports to
RED in draft form for review and comment.

Izsues in the Further Development of the Management Information System

7.84 The Monitoring Department is deing an excellent job in developing BRAC's
management information system. The MTE was unable to find any evidence of
unnecessary proliferation of data collection. Rather, whenever ideas for new indicators
or data collection schedules are reviewed, the Department is guided by such objective
guestions as for what purpose information should be collected; how and by whom will
it be used; and can it be reliably collected? Against this background there are just
three issues that the MTE raises for consideration, namely changes in the indicators and
formats in data collection; the implications for monitoring of the recommended
improvements in credit portfolio management; and adding a qualitarive dimension to the
monitoring of institution-building.

7.83 FErequency of format ¢hanges The combination of the still recent creation of the
Monitoring Department and the rapid expansion of the range and coverage of RDP-
[I/RCP has led to fairly frequent changes in the formats and standard schedules for data
collection. This is understandable. But the introduction ¢f improvements must itself
be carefully managed. If changes are made too frequently, field-level staff may become
confused and the reliability of information collected may be affected. In addition,
changes in indicators and in the data from which they are derived can affect
comparability, hence the ability to obhserve trends through time. The Monitoring
Department is fully aware of the need to avoid the pursuit of the best becoming the
enemy of the good. Perhaps what is needed is the articulation of an explicit pelicy on
this matter, including fixing the frequency of periodic reviews of different monitoring
schedules and categorising proposed changes according to whether they are immediacely
essential or desirable but not pressing.

8 HED: Causes of Overcdue Loams in BEBE/ACE. BRAC, 12391.
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7.66 Implications of a revised eredit porcfolio management system Section 5 of this

report has already suggested that improvements are needed in BRAC's credic portielio
management system. If accepted, most of the work in designing the pew system
{including, in this case, essential changes in data collection schedules) will devolve onto
the Monitoring Department. Initially, it will also be the MD that will have to develop
its own familiarity with the 'power' of the system to reveal more accurately and more
clearly the quality of the credit portfolio. From there it will be necessary to explore
how the new system might be used as the basis for taking management decisions co
sustain good performance; to undertake early corrective action against possible
deceriorating trends; or to overcormne outright poor performance. Even then, the process
of introducing the new sysiem will have only just bepun, The largest, mest time-
consuming task will then be to train the credit programme managers - from Programme
Directors down (at least) to the level of Area/Branch Managers - in how to use it as a
management tool. RED, too, will baye to be made familiar with the system and what
it can do. In this process the Monitoring Department will have to work very closely
with RDP and RCP as well as with the Training Department and RED,

7.67 Introducing a gualicative dimension in monitoring institution-building In adding
a gualitative dimension to the monitoring of institution-building, the problems for the
Monitoring Department are that the indicators of qualitative progress are more difficulc
to design; the information itself is more difficult and usually more expensive to collect;
while analysing and presenting the results can be cumbersome. In the circumstances,
the conclusion of the MTE is that the Department has made a sound and rational choice
of indicators. The approach being taken, given the numbers and grades of staff at its
disposzal, should permit satisfactory coverage in the monitoring process, albeit at some
cost to the definitiveness of the conclusions that can be drawn. What is impertant is
for the Department to continue to remind the users of the informaricn of its
limitations.

7.68 The next stage will be to use the resplts of the current quantitative assessments
to select categories of VOs (apparently good, average or poor) for further in-depth,
qualitative studies. This will achieve two purposes. The studies will be useful in
themselves, showing how the level of maturity and development of VOs as institutions
is reflected in the initiatives they take, in the attitudes of their members, and in social
change. At the same time, the studies will serve as tests - calibrations - of the
reliability of the wider-scale quantitative monitoring system. This is a specific area for
collaboration between the Department and RED, for under current arrangements only
RED has the capacity to undertake such studies.

F. The Copstruction Department

Backeround and Rationale

7.69 BRAC's Construction Department (CD) was set up in late 1984 with a single civil
engineer who is now still its head as Senior Construction Manager reporting to the
Director of Programmes. At that time, BRAC was relying exclusively on external
professional services for design and supervision and on private contractors for building
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Planning and Programming lssues

7.75 The principal difficulty reported by the CD is in the area of planning and
programming, focusing particularly on the procedures and timing for land acquisicion for
new buildings. The responsibility for iand acquisition rests with the concerned
operztional departments, In Bangladesh at the best of times land acquisition can ba 2
highly complex and time-consuming business. Fer BRAC, now that it has become s
large and well known, there i5 a particular risk of artificial inflation in the price a
which land is offered forsale. In this setting, the CD reports three main problems with
the ctrrent arrangements:

o

=t

i) delays in acquiring sites for planned new buildings, implying thar the CD
cannot adhere to planned completion dates;

acquisition of irregular plots on which it is difficulc to lay out standard
buildings with the correct orientation;

jrin
=
L

iii) acquisition of low-lying sites requiring extensive land-fill, hence adding
to rtotal construction costs,

7.76 Proposed improvements In the view of the MTE, the shortcomings outlined above
da net call for any fundamental changes in the dispasition of respansibilities between
the CD and its client departments. As the users of new facilities it is understandable
that the operational departments should be responsible for selecting sites on which they
should be built. At the same time, provided that the CD (a} fully informs its clients of
- minimum site requirements for different categories of building, and (b) adheres to its
predictions of construction duration and cost once work has begun, it should not be held
responsible for cost overruns owing to unusual site preparation work or time overruns
owing to the late procurement of land. The underlying issue instead confirms the need
for the closest possible collaberation, communication and coordination between the CD
and its clients. And in view of the difficulty of acquiring suitable building sites,
experience shows that if operational departments want building work to be completed
on time they must begin the land acquisition process considerably earlier than they do
at present.
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8. SOCIO-ECONOMIC EFFECTS,. IMPACT AND SUSTAINABILITY

Distinguishing Effects from Impact

8.1 The terms of reference for the MTE refer in nine different places to a concern
ahour the impazct of BRAC's waork. It is impertant, however, to distinguish - both in
substance and time frames - between effects and impact. The effects of rural
development interventions, in terms of employment, income @nd consumptien, can be
expected to appesr in the relatively shorg term. The nature of impact, on the other
hand, s usnally tnderstood in terms of longer-termn change, incihuding stictoral chanpes
in the economy, in institutions, in production relations, and even in social and cultural
relations. In progressing from immediate effects to longer-term impact, the concept
of sustainability dlso plays a parr. If, for example, short-term beneficial effects ara
temporary - if they are not sustained - they are unlikely to be transformed into rea
impact.

8.2  The distinction can be illustrated by reference to selected BRAC programmes.
In NFPE, for example, the main effect of successful completion of a two or three year
primary school course is already clear in the high rates of literacy and numeracy
achieved. Supplementary qualitative effects - which may be equally imporzant, though
more difficylt to measure - can be expected to invelve changes io attitudes amaong
students, including greater optimism, higher perceptions of self-worth, more ambitious
expectations of themselves and their socic-economic surrgundings, and the perception
of wider opportunities for further persona! development. For these direct, immediate
effects 1o be wansformed into real impact brings into guestion whether literacy and
numeracy will actually enable the children eventually to enter the labour forec at higher
levels than would otherwise have been possible. It alsp brings into account the
sustainability of attitudinal changes and whether higher expectations can in fact be met.

83 In the case of rural savings and credit activities, the simplest and most
immediate effects can be expected to be higher incomes, hence higher levels of living
among the target group being reached. In time, these effects should work their way
through in terms of better standards of health and nutrition. Again, qualitative effects
may also be expected, including, for example, improvements in the way in which women
with access to credit are regarded and treated by men at the household level and within
the rural community. If these effects can be sustained - with or without continuing
access Lo credit and support services - their impact may be traced in terms of lasting
social change, including change passed on to the attitudes and values of furure
generations.

8.4  The realisation of impact The achievement of real impact depends not just on
time but a range of other factors - some beyond the control of the original intervention.
The realisation of the full potential impact of the literacy effect of primary education
depends on the opportunities being available to meet the expectations that are created.
And this in turn depends on growth and diversity in the rural economy as a whole,
Trends in the wider environment will also play a part in realising both the economic and
social change impact of credit services. This is where BRAC's strategy of scaling up

92



its work and coverage becomes important, for if its beneficiaries were to remain small
isolared pockets in an essentially hostile cultural and economic environment they would
remain the maore vulnerable to being circumvented or undermined by the prevailing
order,

8.5 The wansformation of VOs from organisations of the rural poor instigated by
BRAC to become well-rooted rural insticytions in their own right Is g8nocher ifluscracion
of the process of moving from effects to dmpact. And the issues raised above with
respect to the time it will take and the exogenous factors that may affect the
realization of impact apply as much to BRAC's institutional develogument ohiectives as
to the impact of its work in helping individuals and groups to set up successful new
income-generating enterprises. In both respects, the view of the MTE is that it is still
far too soon to examine RDP-II/RCP for impact or to hold BRAC accountable for it.

Overview of BRAC's Performance on Gender Issues

2.6 BRAC's record over the past tem years on gender issues has been one of
continuing advance. On grounds of need, equity and effectiveness, BRAC has responded
to the logic of its own experience by increasing the participation of women — both in
absclute terms and in relation to men - in all programme areas. [t has made strong and
largely successful efforts to support both group activities and individual entrepreurship
among women, including their move into non-traditional occupations, The benefits, boch
potential and actual, are positive across a broad spectrum of spcial and economic
effecrs,

8.7 Women account for about 70% of toral membership at present. This will probably
inerease, though at a slower rate than over the last decade and is unlikely to excesd
80%. BRAC has considered but rejected the possibility of focusing exclusively on
women members. Though entirely feasible, prevailing structural and permative
conditions in Bangladesh suggest that such 2 move would have been counter-productive.
Besides, BRAC's comprehensive targets for social and economic change have led it w0
pursue the more challenging task of transforming the established oppressive patriarchal
system at all levels, from the individual household, through village organisations to its
own structure and working relations within BRAC itself. This is fully consistent with
its general aim of 'influencing the system as a whole'.

Al Economic Effects

The Context for Economic Effects

8.8 Specific economic effects attributable to BRAC programimes are occurring in the
context of changing norms, production relations and participation rates in the rural
econgmy - particularly with respect to the position of women. The common

understanding of these changes is that poverty - growing both in breadth and depth - is
accelerating the pace of family break-up and forcing women to seek their own income-
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earning opportunities both within-and beyend the houseshold level.'Z This growth in
economic activity among women is viewed with seme ambivalence. On the positive
side, it appears to represent a liberalisation of rraditional closed and repressive
attitudes. Yet it is fuelled more by necessity than by social reconsideration of women's
rights and is accompanied by severe downward trends in women's health, their
nutritional status and their chances of survival. Poverty has increased the proportion
of female-headed households to an estimataed 15% of all rural households and as much
as 25% of landless households. One in four women in the age range of 40-30 years are
widowed or divorced (compared with only one in a hundred men), and the majority of
these women are responsible for generating the entire househeld income. Even in
iandless households where husbands are present and able to work, research shows that
women contribute a minimum of 15% of total income."

General Ingcgme Effects

8.9  Over the years, RED has carried out 2 number of studies of the income effects
of specific activities undertaken by its members drawing on credit from RDP/RCP.
Most of thesa have shown that gross and net returns for both men and women are
positive. Most recently, RED has undertaken a more general study of household income
on & with- and without-BRAC basis.** This study covered 50 male and 50 Female RDP
groups with dccess to ¢redit and drew comparisons with control groups without access
to such instifutional credit services. A key conclusion of this study was that average
individual incomes ampng the BRAC-assisted groups were some 26% higher than among
the control groups.

- 8.10 Whether these income effects are 'worthwhile!, measured against some

developmental yardstick as a net increase in security of livelihood, is more difficult to
determine. One approach to answering this question Is to point to the eagerness with
which people want to join BRAC and to gain access to credit, even for such low-risk,
low-return activities as paddy husking and rural trading, suggesting that they do
consider the benefits to be significant in the context of their survival strategies, On
the other hand, it could be argued that even if BRAC menibers do not regard the
benefits from such activities as being significant or secure they are still motivated to
undertake them as the means of gaining access to the wider protection of the BRAC
'umbrella’ and of becoming members of BRAC as a benign patron. In either case, BRAC
is already aware of - and must continue to be sensitive to - the risk of reaching a level
of saturation of credit for a limited number of activities at the local level, especially

G RED: Divorce and Break-up of Joint Family: An Analysis of Reasons
and Familial Pislocations. BHAC, Bhaka. 1991.

13 R.I. FRahman: The Wage Employment Market for Rural Women in

Bangladesh. Research Monograph. BIDS, Dhaka. 1588.

R.I. Rahman and M. Hossain {eds.): Re-Thinking Rural Poverty

BIDS, Dhaka. 1992. (Chap.B: Gender Dimenzsions of Peoverty an

CHap.9: Female-Headed Households)

3
-

14 . .
A.M_R. Chowdhury, M. Mahmood and ¥. Abed: Credit f£or the Rural
Pogr - The Case of BEAC in Bangladesh, Small Enterprise

Devalopment, Vol.2, Ne.3. I.T. Publications. 1991.
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i the growing number of areas in which there is overlap with other agencies and
programumes providing credit to the rural peor.

Spegific Examples of Income Effects

8.11 It would be beyond the scope of the MTE to analyse the income effects of every
type of activity undertaken with credit by BRAC members. The MTE has instead
examined the poultry apd sericulture programmes as selected examples. The approach
taken has been to draw partly on the suppositions of the relevant BRAC maodels and
partly on analytical material based on experience and available within BRAC, in each
case referring also to the results of the MTE's own field investigations. The results are
surnmarised in Table 8.1 below.

8.12 Returns to loans for poultry acrivities There are three principal opportunities
in the BRAC poultry programme:

i) key rearers - who, according to the model, typically raise 10 bens and one
cockerel and sell the eggs produced;

ii) chick rearers - who receive day-old chicks and raise them until they are
cwo months old, selling them on to key rearers;

iili)  poultry workers - who provide vaccination services and a limited amount
of extension advice, receiving fee income from key rearers.

8.13 The Ffirst part of Table 8.1 shows that in each case the return on investment
exceeds the interest rate being charged, justifying the investment. In the perspeciive
of the rural poor, however, it is oot so much the return pn investment that counts
(provided it is positive) but the absolute contribution of net income to the household and
the equivalent net daily wage that can be derived. In these terms, to take part in the
programme as a combined poultry worker and key rearer can be characterised as a safe
and satisfactory option. 1t yields an equivalent net daily wage of between Tk.22.2 and
Tx.30.6. Here, the steady income from vaccination services acts as a buffer against the
low eguivalent net daily wage of a key rearer alone at the lower range of income, shown
at the top of the table as being as low as Tk.12.5. A successful chick rearer does besr.
of all, with an eguivalent net daily wage of Tk.50.0 for only & days work per month. >
But pwing to the higher investment costs in- chick rearing there is a keener risk fo
returns and to net income if less than maximum success is achieved, as revealed by the
steep drop in equivalent net daily wage to only Tk.16.7 at the lower range of income.

15 s i = . -
The conversion of 12 work-days per month of 4 bours duration inte

the equivalent of & full-time days i=s recognised as being
arthitrary when tha working day for the raral poor is usually far
longer than the international standard of ‘8 hours.
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TABLE 8.1:

Selected Examples of Returns in Poultrv and Sericalture

rI

I Activity

| A. Poultry
| Kev Rearer
Assumptions:

| =loan of Tk.1,000 @ 20%
il -8 work days/mth

=

96

| Total investment cost Tk.1,200
|| Monchly gross income Tk, 175 Tk. 250
Annua!l gross income Tk 2,100 Tk.3,000
Annual net income ] Tk, 900 Thk.1,800
Return on investment T73% 150%
Eguivalent gross daily wage Th: 292 Tk, 41.7
i Equivalent net daily wage [T 125 Tk. 25.0
Chick Rearer
| Assumptions:
-loan of Tk.2,000 @ 20%
-12 work-days/mth @ 4hrs/day
Total investment cost Tk.2,400
Monthly gross income Tk 300 Tk, 500
|| Annual gross income Tk.3,600 Tk.6,000
| Annual net income Tk.1,200 Tk.3,600
| Return on investment 50% 150%
|| Equivalent gross daily wage Tk. 50.0 Tk. B83.3
| Equivalent net daily wage Tk. 16.7 Tk. 50.0
, S = —
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Costs and Benefits

]

1
i

a7

f Activity Lower Range Upper Range ]
Poultry Worker ‘
Assumptions:
~loan of Tk.1,000 @ 20%

| -also works as key rearer
-3 work-days/mth as poultry

| worker (PW) }

| -6 work-days/mth as key

II rearer (KR) |

! Total investment cost Tk.1,200 1
Monthly gross income - PW Tk, 125 Tk. 125 |
Monthly gross income - KR Tk, 175 Tk. 250 ||
Total monthly income Tk. 300 Tk. 375 |
Annual gross income Tk. 3,600 Tk. 4,500
Annual net income Tk. 2,400 Tk. 3,300
Return on investment 200% 275%
Equivalent gross daily wage Tk 333 Tk. 41,7
Equivalent net daily wage Tk, 222 Tk. 30.6
B. Sericulamre |

|

I wki Rearer
Assumptions:

I -loan of Tk.2,000 @ 20%
=10 work-days/mth
Total investment cost Tk.2,400 i
Monthly gross income Tk. 400 Tk. 500
Annual gross income Tk. 4,800 Tk. 6,000
Annual pet income Tk. 2,400 Tk. 3,600
Heturn on investment 100% 150%
Equivalent gross daily wage Tk. 40.0 Tk. 50.0
Equivalent net daily wage Tk. 20.0 Tk. 30.0
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| ’ Costs and Benefits i
-

I n ", - “f‘ A B |
Activity Lower Range Upper Range

MNursery Seedling Rearer
Assumptions:

-loan of Tk.6,000 @ 20%
-full-time employment
(assume 300 days/yr)

-1.0 acre pursery '
-yield 8-12,000 seedlings/acre |

-price/seedling Tk.1.25 ; f
| Tk.7,200 |
Total investment cost Tk. 833 Tk. 1,250
Menthly gross income Tk.10,000 Tk.15,000
Annual gross income Tk. 2,800 Tk. 7,800
Anmaal net income 38.9% 108.3%
Return on investment
Equivalent gross daily wage Tk, 333 Tk, 50.0
Equivalent net daily wage Tk 92 Tk. 26.0
e S - —————— — — ——— — el
8.14 Rerturps to loans for sericulture In sericulture the amounts that have to be

invested (borrowed) are relatively large, especially for establishing a mulberry nursery.
As in the case of chick rearipg in the poultry programme, to be a successful nursery
operator seems to be an eminently satisfactory option. The equivalent net daily wage,
of Tk.26.0, is considerably less than the agricultural casual wage rate (of about Tk.33
per day reported at the time of the MTE) and 'less, too, than the equivalent net daily
wage &8s a successful chawki rearer, But it is the more attractive because it is based
on full-time emnployment, obviating the need to look elsewhere for seasonal and/or part-
time employment or other income-earning opportunities. Again, however, there is an
element of risk. To be an unsuccessful nursery operator, with a seedling yield one-third
less than a successful operator, means being tied up on a full-time basis but earning the
equivalent of as little as Tk.9.3 per day.

Employment Effects

8.15 So far, BRAC studies of the employment effects of its programmes have
concentrated on the small enterprises developed under the Ayesha Abed Foundation
(AAF). A study undertaken in 1990 of the Betila Production Centre, for example,
reached three main conclusions:



i) there were high drop-out rates among employees, but this reflected life
changes such as marriage and maternity rather than dissatisfaction with
the terms and conditions of emnployment;

ii) wage rates were lower than seasonal peaks in other activities, buc this
must be offser against the security and higher total annual income offered
by year-round employment rather than the patchwark of shorr-term
seasonal jobs:

iii) the Centre offered a preferential increase in wage employment
opportunities for poor women,"

8.18 From records of the type of activities undertaken by the rural peor using credit
supplied by BRAC, it is clear that the great majority of employment genérated is self-
employment. Moreover, with some exceptions such as roadside restaurants, the self-
employment is rarely on a full-time basis, Iostead it is yet another contribution to the
mosaic of activities undertaken by the rural poor as part of their survival strategies.
And this is as true of the simplest activities such as paddy husking as it is of the more
compiex undertakings such as deep tubewell scnemes. Unforrunately, little researcn has
been done on the incremental employment created by access to BRAC credit or of
comparative returns to labour in BRAC-assisted and other types of employment. This
is a0 area which RED could usefully put on its future research agenda, including direct
studies with beneficiaries of their perceptions of the returns and security of returns
from credit-assisted activities in relation to other, more customary sources of income
from, for example, agriculture, food-for-work and other casual employment.

8.17 Some activities supported by credit from BRAC seem to have a multiplier effect
on employment opportunities, Perhaps the ¢learest examples of this are represented
by DTW schemes. Mot surprisingly, where irrigation water increases cropping intensity
it also generates more demand for casual labour in crop cultivation as well as in post-
harvest operations, including paddy-husking, Indeed, some estimates of the magnitude
of these employment opportunities suge&t that they are an essential contribution to the
economic viability of DTW schemes.”’ However, again there is a dearth of field data
gquantifying these downstream employment effécts and the share of them taken up by
DTW VO group members or their relatives.

M R, Khan: Froduction and Employment Aspects ¢f Small Enterprises
for Women - A Case Study of Betila Production Centre. BRAC/RED,
Dhaka. 719850

i Mott MacDonald: Isgues Arvising £rom the Propesed Rapid Expansion
of the DTW Programme, Dhaks. 1992,
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Effects gn Assets

8.18 Little is known about how BRAC's interventions may affect the composition and
value of assets among its beneficiaries. There could be at least four categories of
assets - and means of acquiring them - as a result of participation in BRAC
programmes:

i) self-acquisition - A portion of higher incomes and savings among BRAC
mermbers might be expected to be devoted to acquiring more household
assets. Some studies suggest a high propensity to invest in land, with
housing and housing improvements also being very popular. (One estimate
suggests an increase of nearly 70% in the value of household assets as a
result of successfy! participation in BRAC programmes. e

built-in acquisition ameng individuals - Some of the activities set up by
BRAC members with lpans from BRAC automatically include acquiring
different types of assets with different values and different economic
lives. To the rural poor, the acquisition of cows and poultry represents
a significant increase in asset value, albeit assets which will have to be
renewed over a relatively short pericd. More lasting assets include
rickshaws, poultry cages and sheds, simple box-hives in apiculture,
sericuiture sheds and similar ancillaries. In the case of the sericultwe
Drogramme, the mulberry trees that are planted represent assets with 2
potential productive life in the erder of 25 years.

[t
(=1
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iii) collective assets - Collective lending schemes such as for DTWs and
power tillers also include the automatic acquisition of additional assets
which are shared by the participating VO members. While the financial
value of such assets can be guite high, it is too early to judge what the
effects of group ownership of them may be either for the group as &
whole or for individual group members.

iv) pegotiated assets - There is some anecdotal evidence that one effect of
the Paralegal Programme has been that BRAC members who are more
aware of their legzal rights have been successful in claims on inherited
assets which they might otherwise have lost through ignorance or
diffidence.

L M. Bossain and R. Afsar: Credit for Women's Involvement -in

Ecoromic Activities in Rural Bangladesh. BIDS, Dhaka. 1988.

Z. Ahmad: Group Approach to Empowering Women - An Emerging
Development Paradigm from South Asia. Report to the Worksheop on
Group Approach to Development of Womeén in Rural Areas. Bangladesh
Academy for Rural Development, Comilla. November 1951,
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Entrepreneurship Development

8.18 If, as noted earlier, the majority of uses of credit are in part-time self-employed
activities there can be only limiced expectations of the effect of BRAC credit in
stimulating the emergence of a new class of rural entrepreneurs from the ranks of the
rurzal poor. Indeed, if entreprensvrial talent and drive are normally distributed, only
limited numbers of BRAC members will ever progress to higher investment, higher risk,
higher refurn enterprises, Even among those who try, it cannot be expected that all will
succeed.”” In the circumstances, BRAC must continue - as it is - to be cautious (2]
in its expectations of entrepreneurship development among its membership, and (b) in
how it reacts to failure without being over-protective or otherwise interfering in the
operation of market forces.

2.20 Against this background there are, nevertheless, successes as reported by BRAC
field staff and confirmed during the MTE, One recent example of apparent success is
the work of REP in helping women to set up roadside restaurants. This is the more
interesting because it is wholly non-traditional. Indeed, REP reports that at first these
restaurants met considerable local hestility even in such a relatively cosmopolitan
border area as Jessore. On the other hand, the model is a simple one, the women
involved have had to learn few,; if any, new skills, and the results so far show very
healthy cash flow and returns. Other examples encountered during the MTE included
women's groups cultivating mulberry saplings in sufficient numbers to generate a
prospective annual net return of Tk.20,000 and more, and poultry workers-cum-chick
rearers with intensive units of over 200 chicks.

- 8.21 BRAC has correctly not allowed individual success stories to geperate unrealistic
expectations of its mainstresm members. BRAC's sirategy is still based on breadth
rather than depth of effect. In the process, it does what it can to provide opportunities
for the emergence of genuine entrepreneurial flair and ability (and to respend to it
whenever possible) without forcing the pace. As time goes on and as probability
suggests that the number of real entrepreneurs among its growing membership will rise,
a valid area for monitoring and for research by RED will be to keep track of success as
well as of failures, including the preparation of individual case histories, their aggregate
reterns ant factors affecrine suceess or fathore,

Unolanned Effects of Access to Credit

8.22 Intervening in the complex rural economy of Bangladesh is bound to be attended
by a variety of unplanned - if not wholly unexpected - effects. Research has clearly
shown, and BRAC fully recognises, that there are at least three phenomena which do
npt adhers L0 programme specifications in providing access to credit to the rural poor:

The rtate of £failure of =small businesses’ in industrialised
countries is typicelly in the order of 30-40% within one yesr of
start-up and 60-65% within three years.
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i} both men and women borrow from a wvariety of seurces, including
relatives, peighbours and money-lenders - and juggle their repayment
obligations among them - even when they have access to institutional
credit from BRAC or some ather agency at lower finanecial cost:

i) a portion of funds horrowed nominally for some specified income-
generating activicy is actually used to relieve existing debt and/or for
consumption purposes;

i) some of the funds borrowed are on-lent in informal money markets. 2"

8.23 BRAC is fully aware of all these issues and takes a properly sanguine view of
them. No agency providing rural credit can expect to intervene in a local economy
under 'clean slate' conditions. BRAC recognises that it is one among several actors in
the rural credit scene and that it will take time, if ever, to become the main actor or
even to replace entirely the dependence of the rural poor on informal credit sources.
One reason for this is that the two principal reasons Tor seeking credit among the Toral
poor (namely, (a) for consumption purposes during the hardest times of the year
(Seprember/Oc¢tober in most parts of the country), and (b) for rites of passage at the
household level, principally marriage) are generally not seen as legitimate areas for
lepding by development-oriented credit programmes.

8.24 Eyidence from the field A recent study in Jamalpur linked with BRAC's Village
Studies Project has found that even where BRAC is active there is still 2 high
prepensity among women to refer to local money-lenders, especially when flexibility is
 required.”* The study has also confirmed that women with access to credit from
BRAC at an annual interest rate of 16% (now 20%) themselves act as money-lenders.
The amounts involved are generally small, typically in the order of Tk, 100, but can yield
Tk.20 per week, This return is similar to the weekly repayment obligation on a one-year
loan of Tk.1,000 fromm BRAC. Looked at in this way, the attraction of en-lending a
portion of BRAC credit must he strong if it means thar gther portions can be used for
consumption purposes as well as for the stated reasons in the application for credit
{albeit perhaps on a reduced scale} without jeopardising the ability to repay.

Seg, for example, C. Maloney and A.B. Sharfuddin ahmed: How
People in Bangladesh Save and Borrow Monmey. University Press,
Dhaka. 19886,

C. Maloney and A_.B. Sharfuddin Abmed: Rural Savings and Credit in
Bangladesh. !niversity Press, Dhaka. 1538B.

. waggins: Women in Bangladesh - An Fconomic Strateyy Paper.
World Bank/IDPA, Washington DC. 1987.

M. Hessain and ‘R, Afsac: 1988 (op.citi)
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=4 K.L. Casper: A Case Study on the Impact of Group Formation and

Credit on 'Sacial Security' Matwerks and Exchance Relations of
Women, Jamalpur Village Studies Project. BERAC/UCLA. 1992 (draft).
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8.25 The study places this behaviour in the context of socio-economic relationships
in which money-lending is a 'highly valued econemic institution among women'. ICis a
means of 'saving' surplus cash in other individuals, thereby spreading risk, increasing
security, maintaining the network of relationships which are part of the fabric of rural
survival - guite apart from representing a highly profitable activity in its own right.
Moreover, the strong demand among large numbers of women for such very small loans
ar such high interest rates Is an aspect of the rural economy to which agencies such as
BRAC cannot possibly respond. Egually, it is an aspect of the rural economy that
cannot feasibly be circumvented by means of credit regulations.

8.26 Other important conclusions of the lamalpur case study include;

bt d
[

the savings discipline among BRAC members is motivated principally by
the desire to gain, and to preserve, access to credit, while among non-
BRAC members the reasons for savings are more varied, including lending
to others and top prepare for possible crises:

ii) there is significantly greater group participation in BRAC areas, zgain
because it is a condition for gaining access to credit;

iif) but eredit plays a much mere important role in affecting relationships
than does group formation;

iv) BRAC's development inmitiatives are providing women with slternative
resources which they wvalue - mostly credit - and are encouraging
investment over consumption as the reason to borrow, in turn promoting
group participation though not a sense of solidarity.

B. Social Effects

The Context for Assessing Social Effects

8.27 Both the recording and the interpretation of social effects of rural development
interventions can be hazardous, especially in societies in which family life is secludec;
women's status is derived; life-cycle wansitions are strong; there is considerable
diversity and variability in social structures and relationships; while the methods and
tools of study do not lend themselves to generalisation. In addition, it is also clear that
the context for assessing social change is not itself wholly static, as revealed by earlier
references to the rate and extent of family break-up affecting the greater visibility of
women in the rural economy. In turn, this raises potential difficulties in attributing
observable changes to a particular project or programme, Notwithstanding chese
caveats, there have been numerous studies of the social effects of targeted credit and
WwOomen's programmes, both by BRAC and others, and while many have used different
methods their results tend in the same positive directions. There is, for example, an
emerging consensus that participation in savings and credit programmes increases the
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awareness of rights and the desire of the rural poar - particularly women - to control
their pwn lives and enterprises, and furcher, thar they actually exercise these rights
more often and to a greater degree than non-beneficiaries.

Difficulties of Interpretation

£.28 The interpretation of social effects can giso be difficult, depending on what
expectations they are judged against. For example, an unmartied girl may accrue
savings from employment or from her own income-generating activity sec up with
credit. In turn this purely economic effect may give her more self-assurance, perhaps
more seif-assertiveness and control over her own resources - a positive social effecr.
Yet if then she were (0 exercise that control by deciding to use her savings to fund her
own dowry there would be grounds to conclude that the process of social change nad not
gone nearly far enough.

8.28 Interpretation becomes the more difficult the more it relies on references to
general statistical trends rather than direct investigations. As noted in the eariier
discussion of economic effects, BRAC's supoort and assistance enables its members to
acquire new assets, including land. Again, this can be judged as having a positive
gqualitative effect on security of livelihcod. Yet studies large enough in scope to have
some statistical validity show that the degree of female seclusion is closely correlated
with lapdholding size. Putting the two conclusions together is to suggest that the
successful intervention of BRAC could have negative consequences for women. On the
other hand, the causality of the correlation between female seclusion and landholding

_ could be changed if it is women's access to and successful use of credit which makes

it feasible to acguire land and other assets.

Evidence of Effects in Decision-Makine and Contral

8.30 An issue which has been frequently raised and which also occupied the MTE is the
composite guestion of the extent to which women (a3} actually initiate ideas for the use
of credit, and (b) subsequently retain control over the lpans they take out and the
income derived from using loans. QOune example is the popular use of credit for paddy-
husking. This is clearly women's work in rural Bangladesh, yet in many cases it is men
who must procure the paddy and who eventually sell the rice, possibly - perhaps
probably - retaining the income derived from yet snother demand placed on the time
and effort of women, MTE field studies showed that women often cite their reasons for
handing over their earmings to men or allowing men to retain the sale proceeds of
paddy-husking in terms of the need ro preserve the marriage. If this is correct (i, for
example, men can pay off their debts instead of opting to escape from both creditors
and their family responsibilities) it can be considered as having a positive social effect -

especially against the background outlined eariler of the break-up of families under
extreme poverty, leaving women worse off than ever. On the other hand, against the
wider social targets of greater recognition of women, greater control and freedom of
discretion, it must be judged negatively.
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8.31 EB:;‘!’LCIS own data confirm the fragility of marriage under the pressure of
poverty. ~ They also reveal that there are many different dimensions of 'family
management' which might be affected by participation in BRAC programmes. But the
compiexity and variability of this multi-dimensional issue prébably cannot be measured
by a single indicator of 'control over -a loan'. Newvertheless, there is encouragin

evidence that within the household women do play a decisive role in their own credit-
supporred enterprises, though this is eroded among households with larger land holdings.
Egually, men tend to take autonemous decisions in tha; enterprises which they set up,
consulting their wives in only about a fifth of cases.”” In sum, the control-related
effaces of access to BRAC credit among women include:

i) greater financial independence;-
ii) higher status within the household and village society;

iii) greater awareness and asservion of thelr rishts s individuals and as
groups;

iv) betier family health care, including pregnancy manageiment;

v) better standards of education among children;

vi) better marriage prospects for their daughters.
Empowerment Effects

8.32 Problems of definition and measurement BRAC's ghjective of empowering its
rural poor membership is bold, ambitious, simply stated and appealing. But the term
empowerment has not yet been satisfactorily defined, nor have any of the studies in this
field been able to establish a satisfactory method of measuring it. The problem extends
te the wider target of secial change for which there is as yet no firm ground to
determine what progress there might be, how rapidly, on what scale, or with what
expectations of permanence.

8.33 A variety of different indicators of empowerment have been tested by BRAC and
other researchers at different times over the past decade. As early as 1983 BRAC
distinguished between (a) power through group interaction, leading to changes in self-
esteem, individual and group action, courage and referral of complaints; (b) power
through income, including control over income, reduction in polygamy, and the
acquisition of new assets; and (c} increased power in society, including reduced
incidence of begging, the ability to borrow from each other, money-lending by the rural

) . s
i I, Ard: Intervention and Change inp Rural Banglsadesh - Impact on

Selected Sccio-Economic Indicators. HRAC - RED, Dhaka. 1951,

RED: Gender Differencss and the Role of Women in the Houssholds -
The Case of Female Loanees .of BRAC. Dhaka. 1990.
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poor, the application of new knowledge and skills, and resistance to intimidation by
fandlords and officials. Some of these indicators, however, are strictly measures of
financial benefits, with imputed effects on empowerment.,

3.34 A more recent approach has been to focus on {a) behavioura! change in terms of
decision-making roles and sending children to school, and (b) changes brought about by
organisational development, including freedom of movement, self-confidence in speaking
up at meetings, self-respect and winning the respect of others, awareness of rights, and
again articulating protests and complaings. S Another recent study has actually
attempted to measure empowerment among women in terms of a wvariecy of
anthropological and sociological indices, including intra-household conflict, decision-
making, family planning, Childhearingé preference for male children, divorce, polygamy,
dowry, purdah, and sexual violence.=” As noted earlier, RED has also embarked on
the ambitcious, long-term Village Studies Project which includes a study of perceptions
of the attributes of power and status at the village level.

8.35 Conceivably, even if an accepted definition of empowerment can be devised, it
might eventually prove to be unmeasurable in the dynamic system of the household, the
village and the rural political economy, in which the parameters move and redefine
themselves over time. Indeed, it isopen to guestion whether the rural poor will at some
point in time become fully 'empowered', with no further struggles ahead in achieving
fair returns to labour, in freedom from exploitation, in gender relations or in the wider
development of Bangladeshi society. The elimination of alienation and oppression poses
a challenge to interlocking and deeply-rooted systems of exploitation with normative,
economic, cultural and ideological dimensions which it may be unrealistic to expect any
one organisation, programme or project to take on. This is not to suggest that BRAC
should abandon empowerment as one of its central objectives but rather to suggest that
both BRAC and the Donor Consertium should not expect too much in the medium term.

C.  Sustainability

B.36 From the terms of reference for the MTE, and from briefing meetipgs with
representatives of the Donor Consortium, it is clear that questions of sustainability are
close to the surface of concern. Unfortunarely, the concept of sustainability has many
different dimensions, including institutional, financial, managerial, environmental and
technological sustainability. This opens the concept to different interpretations and
understanding in different specific settings. It is beyond the scope of the MTE va reach
agreement with all members of the Donor Consortium on a definition of sustainability
applied to BRAC and what expectations there should be over what period of time,
Nevertheless, what can be done is to suggest a framework for assessing sustainabilicy,
as gutlined below.

24 Z. Abmad: Group APpreach to Empowering Women. (op.cit.)

i A.M. van Swinderen: BRAC and Social Change - Impact of
Developnent Intervention on Women in Bangladesn, BRAC/RED, Thaka.
1997.
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Levels of Sustringbility inthe Context of BRAC

8.37 Within BRAC there are four main fevels that need to be taken into account in
establishing a rational hierarchy of expectations of sustainability:

il sustainahility at the level of individual BRAC members - This leyal raises
questions of the sustainability of income-generating activities sec up by
individuals and sub-groups using BRAC credit; the sustainability of
benefits as well as credit discipline in larger, collective loan schemes; the
sustainability of interest'in sending children to NFPE schoals; and the
sustainability of secial and attitudinal changes.

i) sustainability of VOs - BRAC expects VOs to be sustained by their
membership, the acid test of sustainability being whether, at some point,
they can become sufficiently well-rooted to be regarded as permanent
institutions - with or without the continuation of BRAC support.

iii)  sustainability of BRAC programmes - The principal focus here is on RCP -
the BRAC Bank Proiect - which, from its inception, has been surrounded
with expectations of financial sustainability.

iv) sustainability of BRAC - The sustainability of BRAC as an organisation
o

is of interest to the donor Consortium because of the large amounts of
development assistance being channelled through it.

- Sustainability at the Level of Individual BRAC Members

8.38 The majority of activities financed in the current loan portfolio are profitable,
viable, hence sustainable. Most are familiar, traditional activities with proven positions
in the rural economy. BRAC members generally have sufficient skills and market
knowledge to operate the activities and to adapt to changing circumstances. The maost
prevalent activities are also the simplest, requiring little in the way of technical support
or extension services, and can therefore be carried out successfully without undue
reliance on continuing BRAC staff inputs. The main caveat is that rural trading - the
most popular use of credit - offers such low returns that it cannot be expected to help
ERAC members to lift their levels of living much above what they were before gaining
access to credit. BRAC is aware of this and field staff characterise rural trading as an
'apprentice' type activity for first-time borrowers, with the expectation that after
gaining confidence they will branch out into more rewarding activities.

8.33 Awmeng the non-traditional uses of credit, the greatest risk of unsustainability
surround DTW schemes, as noted earlier in Section 8 of this report. Not only are DTWs
surrounded by technical, organisational and credit discipline problems but they also
require relatively high subsidies and close support services to operate profitably, This
further underlines the need to consolidate rather than to expand lending in this sector.
Sericulture, on the other hand, is an equally unfamiliar sector for most BRAC members
but appears to hold good prospects for sustainability. At present, since the model for

107



individual activities and their vertical integration in the production chain is not yet fully
developed, sericulture requires close suppert services from BRAC and will continue to
do so for some years to come, But the potential for sustainable, profitable growth is
good.

Susrainability of VOs

8.40 Mainstream VOs have shown themselves to be sustainable in terms of their use
and repayment of credit. Because of their responsiveness to credit and to the work of
$Ss and POs, they are also judged to be sustainable as organisations of the rural poor.
(Again, the main reservations are with respect to VOs invelved in cellective lending,
principally for DTWs.) But VOs cansot yet be seen as institutions in their own right.
In this respect, BRAC's work is still very new. The socio-economic changes that
RDP/RCP and other BRAC programmes have started to bring about are as yet not fully
developed. It is still too soon to show or to predict whether even the changes which
have been achieved so far will be sustained by the VOs and their members.

Financial Sustainability and the RDP-RCP Transition

8.41 Clearly, RDP is sustainable as long as there are sufficient resources available
from BRAC itself and its external supporters. The key question is the sustainabilicy of
F.CP en the principle that individual Branches should become self-financing. According
to the 442 mpdeal for the RDP-RCP transition, for two years after conversion to RCP,
the costs of training in institution-building and skills support at the Branch level
continue to be paid for by RDP. Thereafter, each RCP Branch is expectad to cover all
cests, including the delivery and supervision of credit as well as ipstitutional support,
gkills training and extension geryices through a combination of inrerest income from
lending and fees charged to VOs.

8.42 Genersa! indicators of RCP sustainsbility Three internationally common
indicators of the 'health' of banking institutions show that at present RCP is financially

sound. First, the ratio of Investments/Net Deposits of 0.4 at the end of December 1391
shows that the investment portfolio is well below the deposit base. Secondly, the return
on assets (ROA) in RCP (the ratio Net Income/Total Assets - the most relevant of
several indicators of profitability) is a relatively high 2.6% owing to the front-end
lpading provided by the Donor Consortium which gives RCP a proportionately much
larger investment partfolio than most comumercial hanks (where an ROA of 1.0% or less
is common). As its lending operations continue to expand the ROA will fall back, with
predictions that it will dip below 1.0% for the first time in 1994, Thirdly, the current
ratio (CR) of Current Assets/Current Liabilities signals the ability to meet liabilities
that will soon become due out of assets invested in the short term, and should exceed
unity for healthy eperations. At the end of 1991, RCP's CR was high, at 2.7, indicating
strong liguidity and a comfortable capacity to meet short-term obligations - again, a
reflection of front-end loading by the Consortium, The main caveat attached to these
excellent signs of financial health is that RCP is still very new and has nowhere near
reached a steady state of lending. It will be necessary to monitor these indicators for
some years to come before being able to assess properly their implications for RCP's
longer-term sustainability.
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8.43 The 1991 review of credit and savings reported that RCP is covering the
operating costs of delivering credit. This oenly occurred in 1891, as shown in Table 8.2
below. In 1990, with only 10 Branches, RCP was unable to cover its operating costs,
recording a deficit of Tk.5.1 million. Adding in the cost of support services providead
by RDP, the total net cost of RCP amounted to Tk.7.7 million. The following year,
however, RCP itself showed a net positive income of Tk.17.9 million. With 30 Branches
in operation by the and of the year the cost of ROP seryices had also risen tg TR.B.7
million. This still left a positive balance of income over total programme costs of
Tk.9:2 million.

TABLE 8.2: RCP Met Income and Support Costs: 1980-1991
(Taka million)

I = == 1
I 1390 1991 |
'-| RCP Net lncome {5.1) | 17.9 i.J

RDP Institutional Support Services (1.2) (3.9) |

RDP Skill Training Support (1.4} {4.8) J
: |
| Adjusted Net Income {7.7) 9.2 ‘
! Number of RCP Branches (by year end) 10 30 ;
I Adjusted Net Income per Branch _ (0.8) t 0.3 i

|

SOURCE: RCP

8.44 Procedures for charging all costs to RCP are not yet fully in place. It is not easy,
for example, to determine the exact cost of supervisory and consultancy services
provided by RDP technical POs, while BRAC managers do not belieye that all these
costs could in any case currently be borne by RCP alone or in combination with direct
payments from its members. One reasen for this is said to be that the first batch of
RCP Branches created are not as well-disciplined as those now coming to the transition,
not least because RDP sectoral training has improved. In addition, the estimates for
the number of fee-payers needed to cover the cost of technical support have increased.
Beyond this will come the acid test of willingness among VOs and their members
suddenly to pay for services they have become accustomed to receiving free of charge.
In the circumstances there is a need for BRAC to develop a specific timetable for the
real transition - not from RDP to RCP but from the first twoe years of RCP status to
full financial self-sufficiency at the Branch level. All Branches should then he
monitored against this timetable, though the first batch may require longer, with
further training and support.
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845 One excention to the ahove suggestion is the case of DTWs. The plan is that fees
for technical support to DTWs will be borne by the farmer-customers of the water
supplied, not by the VO members in the collective loan schemes. This arrangement has
not been adeguately tested, however, and whether the fees are passed on explicitly or
through adjustmients in the crop shares taken by the VOs could affect the financial
viability of the schemes. Another issue is the introduction of new sectoral activities
in matuwre RCP Branches. If such activities are, as likely, unfamiliar 1o the mermnbers,
it may be unrealistic to expect them to pay - or to pay in full - for the cost of the
relatively intensive basic training they would require. In such cases, external financial
support would be required.

§.46 In sum, the MTE endorses BRAC's policy of making RCP Branches fully self-
financing. But the transition is not yet fully planned, nor is there a monitoring system
in place: at present the monitoring system is still being designed. Indeed, until che
progression to full self-finaneing status is fully defined, it will not be possible to finalise
the monitering system and make it operatignal. There is also more work to be done in
secting up comprehensive accounting systems at the Branch level, including the
specification of detailed costs of services provided by RDP.

Evolurion Towards 3 BRAC Bank

8.47 RCP currently operates as a part of BRAC, an NGO without a bank charter. In
the near future, consistent with the existing plan, BRAC intends to apply for a bank
charter, The MTE endorses this intention and recomimends that BRAC should move as
expeditiously as the political environment permits. A properly chartered bank,
- following generally accepted norms for safe and prudent management, will help o
ensure the maintenance of a permanent savings and credit institution

8.48 Issues and recommendations Nevertheless, the MTE has some noteworthy
concerns about the adequacy of BRAC's current loan administration and financial
management systems which are not yet sufficiently well-developed, as noted in Section
5 of this report. This i5 no reflection on the abilities of BRAC staff, who are generally
very competent, open to new ideas, and diligent in adhering to systems and procedures.
But it is important to ensure that the financial management systems used are adequate
for a banking operation. Meanwhile, BRAC should take further steps to segregate
banking activities while it operates RCP within BRAC and to utilise additional system-
wide procedures to manage risk and to protect member deposits. A list of issues and
problem areas, together with recommended action, is outlined in Table 8.3 below. It is
based on the experience of other rural credit agencies, observations during the course
of the MTE, and concerns raised in the 1989 Appraisal, the 1990 Annual Review and the
1881 review of credit and banking activities.

The Sustainahility of BRAC

8.45 Donor concern about the sustainability of BRAC derives from (a) the magnitude
of the Consortium's financial contribution since 1990, leading to significant expansion
in BRAC staff strength, physical facilities and operations, yet (b) the relatively short
period of time over which this financial commitment has been made. Both BRAC and
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TAEBLE 8.3: Financial Management and Control: Issues and Proposed Solutions

Tssue

Proposed S.::'I-_.t_mn

— iy

Loan performance data are Stated in an overly
gptimistic way dn exXtarngl reporting.
ieporting dalinguent payments &5 a- parcentage
* total- losns issusd’ geperaies the Jowest

BRAC should select an interpationally eccepted,
accuraie and conservative standard: for the
reporting of defsults,

| o
| possible default parcentage.

Parformarce-to-plan reporting 45 inadeguate.

Exparditure bucgating is imprecise,

Analysis of the growth patteérmns in the lcan
|| Tusd is insufficient, .given the proposed size
[| of tha banking oparation.

b wrong given the complexity of a mixture of
short=, medium— and Jong-term loans fn a
chancing and grewing branch portfolfo.

|
‘] Projections of lcans cutstarding are Tikely-to

Ratic analysis and trend reporting is not used.

Create arpual plans ard routinaly usdass «ATh
field forecast=. Monitor performance against
both measures.

Prepare anmua] budgets in the light of pricr wear
performance; hold 1ine managers responsible for
sxpenditurs: 1ine items.

Prepare and analyse RCP and ROP bBranch
profit/ioss stitements dand prepdre comparative
anzlyses across the Systim.

Give additiona] Attention to udger analysis
(average loan size; number of borrowors; loans by
bofrower age, by branch-age, and by sector).

Hocdel loan-outstanding patterns and develop
detailed projections with sensitivity runs until
patierns ars detected.

Ratio analysis and trend reporting must be ussd
1f sanagement 5 T0 understand what actions are
reqiired To sustain soccessful growth.

It may be usaful to both BRAC and dondrs to
cootract with a well=qualifisd national
accounting Trm to-undertake additional stoedies
and provida technical assistance in salected
Ereas.

| Inacequate reporting and monitaring of
[{ delinquent scoounts at the HD Taval:

Install a Late Loan Aging system to identify
late—paying Toans at tha edrligst stage so that
tha undarlying cIuses can be jdentified and
agdressad,

Additiona] measures should be tried to reduce
losses ach acy

o s=taff incentive systems to insure promps
loan collecticn;

¢ 3 problem asset committea to overses
Tiguidation and-other workouts of problem
Situations, especially with larger loans;

o loan review systems which monitor the
guality of lending decicions aftar the fact.

The current overdue loan classification and

| anaiysis are ifnadequate to draw accurate

| conclusions about the adequacy of the reserve
| for oun TossES.  An Sncredsed expenditure to
| incresse the loan loss resarve could be
necessary.

Late Loan Aging Repors of Tate-paying
is routimaly prepared and teros ower
analy=ed, & policy can be-developed 50
Yoan Toss provision i always  Sdequale.

Wt thea
ACCOUNES
timz are
That t™na

Loans are not written off.

Bad Toans should be charged of f routinely to

enzyre that the balance sHeet accurataly reflects

zzset values, After charge—off, loans should

continug 0 ba Twarked" toooglliect Tata gayments.
——
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TABLE B.3: Financial Managemant and Control: Issues and Proposed Selutions {comtinued)

Ir
il

Fome donors reports do not follow generally
accepred accounting standesrds.  BRAT prepares
reporis tailored t2 programmatic concerns. and
donor disbhursesens schadulas . As-a veonlt,
SOmE reDoris ars Incomplete or Show a- mixture
of incomefexpencse dnd fund flow Statements,

Pronoaad Salurian

BRAC programme Teports should Gnclude 31T astrued
income and expense and conform to gengrally
acoepted accounting standards.

Funcers of ‘3 banking operation mist focus on
ovarall financial wiability and also review
BRas s financial condition from time to time,

| Tszue ||
_  mm—m—_— |

Central cash management tochnigues may be
Inadequate for a gecgraphically disbursed
Operation. Llncentives miy be necEssary 1o
encourada branch, area and regiondal managers to
maximice inwestment income by moving cash o
intarest earning ACCOUNTS as guickly as

PoSSI0 IS

BHAL may hawve recently bequi to assess A charge
to branch offices for use of funds. This and
gther efforts g allocate cpsts folly and: provide
incentives To mximiss dnvestomont &ncome on
excoss Tunds are nesded.

Aritten policies and procedures are nadequate

o assuereuniform guality ‘controls:

An Accounting Manual should be completed and
continually updated. Tt should be revigwed to
ensure that adequate dual control procedures have
beon instituited o achiowe offective cazh
FRnaoEmEnt.

Tha internal audit mapuzal zhould ba conzinually
upoated and should also be-availabla in English
for donor review.

An imeestment policy should be written and
aporoved to gowern prudent risk management of
depcsitor fonds.

DRAC Bopk =311 seed taleolad sernior managemeit-

The ERAC Bank will regquire fucesed sanageesic
committed =o BRAL's objectives and excedling in
bank mansgement,., DRAL executes 4 comprehensiva
strateqy of which banking s just ong part. The
bank recuires superior, specizlised managemsnt.
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the Donor Consortium expect further assistance to be provided for the further expansion
of RDP, NFPE, PLP, WHDP and ether programmes representing BRAC's social and
suppart services ou behalf of the rural poor. But the members of the pressnt
Consortium cannot provide guarantees while they recognise that in the short-term the
RDP-II funding package has made BRAC dependent on external assistance - at 'EESE in
the short to medium term:. RCP, on the other hand, was désizned to be self sufficie
fuelled by the front-end loading of capital deposits from the Consortium, leading to
growth in interest income as lending activities grow.

8.50 The national context for sustainability Any assessment of the sustainabilicy of
BRAC must be set against a backeground of heavy dependence on international financial
support on the part of government as well as non-government development initiatives
in Bangladesh., At an aggregate government level, the national development budget
relies pn external resources to the extent of more than 90%. Even some of the
counterpart Taka resources required as inputs to internationally-financed development
orojects are derived from the sale of other spurces of assistance such as food and
commodity aid. This dependence also applies to implementation capacity among
EQVernment -agemlea.zﬁ The quasi-government organisation, the Grameen Bank, and
other large NGOs such as Proshika and Swarnivar also rely on externzl grants and
credits, if not for the design of their rural development programmes, at least for their
gearing up to scale, In this context, BRAC is in some respects actually less dependent
on external financial assistance than many other agencies owing to its proven ability to
generate its own income, as discussed below.

851 Capacity to mobilise further exrerna! support To the extent that concern about

" the sustainability of BRAC in the present Donor Consortium is motivated by lack of

guarantees of continuity of funding or lack of commitment among individual Consortium
members, BRAC's ability to substitute other sources of external support is an important
consideration. The two key inter-related issues in forming a judgement about BRAC's
capacity in this respect are (a) the guality of design and implementation of its
operatipnal programmes, and (b) confidence in BRAC among the donor communitcy.

8.32 On the first of these counts, the judgement of the MTE is that the quality of
BRAC's operational programmes puts them in the very top rank of rural development
initiatives in Bangladesh, This is reflected in the high level of confidence with which
BRAC is regarded by the international donor commmity. Indeed, BRAC is already
receiving assistance from other bilateral donor agencies - and from some members of
the current RDP-II/RCP Consortium - for other components of its operational werk,
such as WHDP. In addition, BRAC is negotiating for the largest single block of f inanc‘aI
resources under the NGO component of the General Education Project, funded by th

World Bank/IDA and a number of other bilateral donors. It is also seeking even more
funding to support the target of 100,000 NFPE schools by 1997. And while it is far from

In 1985, for example, the salaries of some 55% of the stafif o
the Bangladesh Rural Development Hoard were financed as part o
the budgets of internstionally-financed development m.:her:t:. it
was responsible for implemsnting. (CIDA/DANIDA/ TBRO/UNDP: Study
on Cooperatives in Bangladesh. Dhaka. 1889.)

T
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c¢ertain that BRAC will be able to mobilise all the resources it will need to pursue its
ambirious expansion plans, its prespects of being able to mobilise further assistance are
excellent.

8.53 Capacity to generate own income Among NGOs, in Bangladesh or anywhere,
BRAC has shown a rare ability to generate its own income and this augurs well for its
ustainability - on a larger or smaller scale, with or without external financial support.
or 1530, BRAC's own income accounted for just under one third of its reported totzal
inflow of resources. Not only this, but from 1986 to projected figures for 1991, it will
have recorded an average annual rate of growth of own income of 43.3%. This is faster
than the rate of growth of external financial assistance over the same period (just under
42% per annum), albeit from a smaller base level in 1986. In other words, thoush
withdrawal of donor support would mean severe retrenchment, BRAC would still be a
major NGO in its own right. Beyond this is the question of BRAC's ability to sustain
its recent performance in own income. Here again, the prospects are encouraging
because BRAC has sufficient experience not only to sustain its existing business
activities but most likely to expand them and to diversify still further its business
activities.

L]

-
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9. MANAGEMENT AND ORGANISATIONAL CAPACITY FOR FURTHER GROWTH

Overview

g.1 The positive conclusions presented in this report about the effectiveness of
BRAC's cperational programmes and their socio-economic effects among its
membership provide a good proxy indication that BRAC's organisational scrucrure and
management system are themselves sound and efficient. Indeed, the MTE noted that
in most of its work BRAC is as eager to ensure professional efficiency in what it does
as it is to help and support the rural poor. The key issue, as reflected in the MTE terms
of reference, is whether BRAC's structure, management system and internal support
services are sufficient to pursue the further growth which is planned during the
remainder of the RDP-II/RCP funding period and beyond without risking loss of quality
and effectiveness,

9.2 The conclusion of the MTE is that BRAC does has sufficient experience,
momentum and flexibility to give it a positive capacity for further growth. The very
rapid expansion that has already taken place since the beginning of RDP-II/RCP has,
nevertheless, produced some signs of strain - of which BRAC's senior managers are fully
aware. The strain manifests itself in BRAC's training services and in issues of housing
and other conditions of service; the integration of female staff; the criteria for
promotion as between qualifications and experience; uncertainty about ensuring the
applicarion of initiative and persaonal discretion among field staff; and different work
schedules required in different programmes.

8.3 While the MTE registers the strain of expansion based partly on reports from
BRAC staff and managers and partly on its own observations, there is no explicit
evidence so far of penalties being paid in terms of staff losses or the efficiency of field
operations. Among regular staff in 1990 there was a loss of just under 11.5%. During
1991 the number of regular staff grew by nearly 27% to a total of more than 3,000, of
whom only 4% were lost, Moreover, with the embargo on recruitment by government
and given the generally poor employment prospects for university graduates in
Bangladesh, BRAC is better placed than ever to attract and retain able new staff. On
the other hand, following the 1991 level of recruitment, more than a quarter of BRAC
staff had less than one year experience of the organisation, its programmes and
procedures. And it is their lack of experience rather than their innate abilities which
could threaten their effectiveness.

A. Organisational Structure

Recent Structural Changes

9.4 Since 1990, adjustments in BRAC's organisational structure have increased the
number of Directors and have slightly extended the Executive Director's span of direct
managerial authority. In 1990 there were only three full Directors, responsible for
commercial activities, programmes (in effect, internal support services such as training,
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censtruction, communication and logistics — not operational field programmes), and
BRAC Printers respectively. The heads of field programmes such as NFPE, RDP and
RCP were designated as Programme Coordinators on @ par with the General Manager
of Agrong, the Head of RED, the Finance Manager, the Head of the Ayvesha Abed
Foundation and the Manager of Publications, all of whom were also accountable directly
to the Executive Director (ED). Together with the Head of Personnel, occupying a staff
position, the ED's span of direct authority covered a total of 12 senior managers.
Changes introduced in early 1992 promoted the Programme Coordinators of RDP and
RCP as well as the Head of RED to full Director status, giving a total of six Directors.
At the next level down, the management of WHDP, previously under the RCP
Programme Coordinator, is now shown 85 a separate programme with 38 Manager
accountable directly to the ED. Thus, the number of senior managers now directly
accountabie to the ED has increased to 132, 25 shown in Figure 9.1 below.

9.5 There are four aspects of BRAC's current organisational structure which could
be guestioned - at least on the basis of norms and practices outside Bangladesh:

i) the wide span of direct managerial authority of the ED, rather than introducing
an intermediate level of two or three positions equivalent to Deputy ED, each
respoasible for programme clusters and functional categories such as finance and
administration;

ii)i) the location of the Personnel Depart.ﬁ'z&nt as a staff function to the ED when it
more usually occupies a line management position;

iiidid) the location of the Monitering Department under the Commercizl
Director rather than as a simultanepus staff function to RDP and RCP,
the programmes it principally serves;

iv)iii) the location of REP under the RDP Director alone instead of being joincly
managed by and/or accountable to RCP and RDF, both of which it serves;

v) the location of the Internal Audit unit under the Commercial Director rather
than as a staff function to the ED or some other position outside the line
management structure. j

9.6 The conclusion of the MTE is that none of these unusua! features of BRAC's
structure reguires immediate action. The reason is that whatever is shown or suggested
by the arganisational chart, the key issue is how people see their positions as managers
¢r managed, how they behave, and how different erganisational units actually operate
and interact. And against these yardsticks the management relations work well. All
of the senior managers occupying the wide field of direct control of the ED value the
access that this pives them to the organisation's chief conceptual and practical
strategist. It would probably be impossible to find outsiders - difficult even to find
existing BRAC staff - who could occupy intermediate levels of management and serve
as acceptrahle substitutes for the current ED. The location of the Personnel Department
seems in no way to affect its work as an administrative and recruitment support unit
to the organisation as a whole. The locacion of the Monitoring Department, as noted
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FIGURE 9.1: BRAC ORGANDGRAM - EERRUARY 1993
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detrimental effect an its obiectivity and wide-ranging powers,

9.7  Theimportance of proximity and interaction More important than the formal location
of BRACs different organisntional units is phe ability of their managers and stalf to interact
casily with each other. This is particularly imporiant because of the opeancss and personal
contact that still characterises BRAC's management system and culture, And here, as noted
in the discussion of RED and the Construction Department in Section 7 of this report, it is
the rented annex building at HO level which appears to be a problem. BRAC recognises this
issue and the MTE understands that there are plans to construct a new, larger office building
during RDP-III, The MTE fully endorses this proposal and would r&cﬂmmend that any new
building is desipned with sufficient flexibility for expansion to avoid the need for any

nhysical separation of HO units except, perha.ps thﬁsr. engaged for BRAC'S own commercial
interests,

B, Gender Issues in BRACs Stal(ing Structure

9.8  Since before the commencement of RDP-II/RCP, BRAC has been making special
efforts to recruit more women and has been successful in attracting women applicants.
Initially, however, the drop-out rate for women between induction and confirmation as
mambers of the regular staff wag around 30% - in other words, double the number of women

had to be recruited to fill the target number of regular staff positions allocaled to them. In
the view of BRAC managers this high drop-out rate was due to four main factors, including
{2) motivation only 1o seek a Job per s¢ rather than 10 pursue a genuine personal commitment
to the rural poor; (b) misapprehension of the demands That 2 job with BRAC would place on
them; (c) negative reactions among women's families when the type of work became clear,
and {c} the unsuitable background of some women recruits, particularly middle class urban
women.

9.9 For the most recent recruitment round during the first two months of 1992, the
Personnel Depariment expects a drop-out rate of less than 5% between induction and
confirmation. This is attributed to the diffusion among women's networks of betier
information on what is entailed in working with BRAC, reducing the number of applications
from women without genuine commitment, For ils part, too, BRAC is learning from its own
experience, adjusting the pattern of deployment of women staff and trying to adapt the
management culture to accommodate and use them affectvely, Women POs are now more
frequently deployed in clusters, for example, having found that women posted alone to all-
male Area Offices were highly likely to drop out. A ncw in-service staff training module
has also been introduced - Partnership and Development - in which, for example, male
colleagues are being instructed to be neither Lo protective nor toa insensitive to female stalf.

¥ '

ffin fiern

9.10 BRAC’s recruitment policy is already beginning to show results. An analysis of
staffing patterns (a) by programme and grade among regular staff for 1990 and 1991, and
(b) by programme and by categories of regular, project and service staff for 1991, reveals
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that:

r

1)  the share of female regular staff has increased by two-thirds during calendar 1991,
now comprising 20.4% of all regular staff;

i}i) but the highest rate of increase has been in the very junior Jevel of support staff
(grades TA and II);

ii1)ii) the increase of regular female staff in grades I11-VI (which includes POs) in
1990/31 to a total of 202 has been quite small, though taking into account new
female recruits as POs still on probation bnng,s the total up significantly to
459;

iv)iii) the major expansion in female staffing has occurred in RDP which added 102
women in grades 1V and ¥V during 1990 and a further 73 in 1991, together
representing nearly 84 % of thc 209 repular staff additions mentioned in item
(1i1) above;

v) women accounted for just under 6% of mFdd‘a and senior managers (grades VII-VIII
and IX-XTI respectively) i:ry D;.cemher 1991;

vili) overall, women comprise 17% of a‘ﬁ ERhC staff, derived from shares of 20.4% of
Iﬂgl,!&l’ staff, 8% of project staff-and 1% of service staff.

Promotion Policy ' s

9.11 BRAC’s palicy is mot just to increase its share of female staff but to bring women into
managerial positions as soon as possible. Accordingly, there is a *high-flier® policy of rapid
promotion prospects for the most zble of its female saff and this has already led 1© the
appointment of the first two women Area Managers in 1991/92. Yet, as the data outlined
above show, the share of women in the middle ané senior ranks of management is stiil low,
This is because the current cohort of women simply do not have the length of experience and
track record that characterises the majority of (mostly male) staff in positions of Area/Branch
manager and above. In other words, even with the high-flier policy and with the generally
good promotion prospects thaf rapid expans! ion generates, it will take time for women to
work their way up the hierarchy. -

9.12 The alternative would be for BRAC to look externally for women candidates for
middle and senior management positions. But this would go against its long-established
policy -of promoting from within fo ensure that senior managers have their own direct
experience of and commitment to field operations with the rural poor, The MTE see no
reason to abandon this policy for the sake of meeling some targét quota of wonien in senior
gperational positions, Where women can-be and have been brought in from the outside is
in pew operational programmes such as NFPE, in strictly administrative positions such as
Accounis, and in techmical support services such as RED, where specialised expenence
counts for more than experience of BRAC as such.

9.13 At junior levels, BRAC must lake care in the approach it takes to promotions among
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two broad categories of female staff - those recruited sonie time ago with generally low
academic qualifications and those more recent recruits who are mainly graduates, Entry
levels explain much of the female stalling patiern summarised above. The increase at the
lower end 15 the result of the transfer of women field workers from the project staff category
to PO functions under the WHDP, Most hold only school-leaving or intermediate
qualifications and are in grades Il and III. Though carrying out comparable work to new BA
of MA entrants recruited at levels IV and V, their salaries are much lower, Many of them
have also been with BRAC for 10 years or more ye! face barriers to further promotion now
that more graduates are being recruited. This i a specific illustration of one aspect of the
strain noted at the beginning of this section - the need to recognise experience and track
record as well as academic qualifications in promotion policy.

Conditions of Service . =

9.14 For two main reasons, BRAC has so far been fortunate in experiencing few practical
difficulties over the conditions of service for its female staff. First, most of the recent
recruits have been single; Secondly, the willingness of women (0 join BRAC designates
them as so¢ial pionears prepared fo live through the type of cultural, social and attitudinal
changes they wish to see in their country. - Neyertheless, as noted at the beginning of this
section, there are already signs of potential issues 'in conditions of service. These include
how to retain women after marriage; how to respond to carcer breaks as they have children;
how to respond if their husbands are transferred; and how to provide accommodation to
permit husbands and wives to spend time together even if they are prepared to work apart
from each other.

9.15 Attitudinal issues in the intepration’of female staff Two other issues affecting the
conditions of service for women in BRAC are (2) attitudes and behaviour towards them in
what is still a predominantly male organisational culture, and (b) the integration of new
female recruits against the background of 2 strong institutional memory among those women
who have worked with BRAC in much earlier days. Problems raised with the MTE by
female staff on the first of these issues included poor communication: between men and
women colleasues; restrictions on their mobility; the wole of Arca Manapers’ wives as
guardians/controllers of female staff; lack-of leadership and support from Arex/Branch
Managers in confronting gender oppression among the membership; and sexual harassment.
It would be surprising in RBangladesh for any organisation willing to make the sort of policy
commitment of BRAC not 1o experience problems of this type. For however strong might
be the intellectual commitment to social change it is another malter entirely to Jive it through.
BRAC is fully aware of this and is counteracting it as, for example, through the training
module on Partnership and :

Development. Moreover, the willingness of female staff o articulate and discuss such
problems with outsiders in the MTE is a healthy indication of their self-confidence and
preparedness to confront them openly, ;

9.16 The second issue of the relations behvfﬂnrlungﬂ-ﬂwlng and recently-recruited
women within BRAC is a specific illustration of how the pace of change can lead to
differences in expectations of further change. The problems confronted by the new cohorts
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f female staff are no doubt far less traumatic than those encountered by women who joined
BRAC and worked in the field 10 years ago. In turn, 10 years from now the expectations
of newly-recruited women probably will be - probably should be - greater than those who
may now be given the impression that they expect 100 much.,

The Women's hdw’sug{_ Committes !ﬂ&ﬂ. )

9.17 The 1990 Annual Review identified many of the issues raised above by the MTE and
recommended the creation of a Women's Advisory Unit as a full-time professional team 1o
(a) advise senior management on gender issues in programming and management, and (b)
provide professional support to female employees. BRAC did not go this far but in January
1991 convened the WAC as an ad hoc body comprising 10 women selecled by the ED, to
whom the Committee reports. WAC membership was later expanded to 15, including
members from each of the main programmes, with at least half the members representing
Area/Branch Offices and the TARCs.

9.18 The WAC interprets its mandate as follows:
"With a view to look closcly into the difficultics BRAC's increasingly female workforce
might be facing in a predominant!ly male-run society...to watch, identify and address
matters relating to "gender adjustment’ especially at BRAC camp offices in the rural areas.
WAC's major task is to try and address the wrong and implement positive changes to make
working relationship congenia! between male and female colleagues..””

9.19 The ED has stressed two important questions he expects the WAC to ask repeatedly:

i) how programmes can better understand and improve the lives of rural women and
keep Programme Heads abreast of the shartfalls in 'gender performance’?;

ii)i) in what ways can working conditions of BRAC female employees be further improved
so that they have equal scope for development as their male counterparts?

WAC: Progress Heport., BRAC, Dhaka. November 1991.
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8.20 Progress so far The WAC held eight meetings between January and September
1881, two of which were to discuss the results of a first Workshop with female field
staff in Manikganj and to plan a further series of similar Workshops in different parts
of the country. These Workshops are designed to obtain feedback on the actual
difficulties encountered by female staff, as well as their positive experiences. The
WAC relies on the results as the basis for developing an action plan including
recommendations for the estahlishment of appropriate organisational and procedural
mechanisms for ensuring progress in the 'gender adjustment' process. WAC members
report that in the three Waorkshops held so Far there has been @ trend in the points
raised by field staff away from their personal problems and more towards programme-
related issues. This could be a tentative indication that progress is being made in the
adinstment and integration process itseif and that women are learning what to
challenge, and how to go about it, when to compromise, and how to define and prioritise
what they see as necessary programme adjustments.

C. Management Issues

Donor Concerns

0.21 From briefing sessions and individual discussions with representarives of the
Donor Consortium the main concerns about the management of BRAC are related to (a)
the rate of recent and planned future growth, and (b) the absolute size of BRAC. In
agreeing to fund the RDP-II/RCP package, the Consortium was clearly confident both
in the medels BRAC had developed for its operational programmes and in the

- menagement efficiency with which they were being applied. The first legitimate

guestion then became whether BRAC would be able to sustain the same managerial
efficiency during rapid growth? Related to this is the question of whether, in trying to
preserve efficiency, BRAC's absplute size may lead it to become over-bureaucratic in
its work - delivering its services and assistance as 'products', as it were, rather than
through close interaction with and responsiveness to the participating membership? In
sum, the donor concerns have todo with the pessibility of sacrificing various dimensions
of the quality of BRAC's work as a resuit of the rate and scale of growth.

9.22 The summary conclusion of the MTE is that there is no major cause for concern
about the efficiency and quality of BRAC's work. Consistent with the indication of
signs of strain mentioned at the beginning of this section, however, BRAC must take
guard not so much to prevent bureaucratisation but to avoid tendencies towards &
mechanistic approach - particularly in the delivery of credit.

Management Culture and Approach

9.23 Management by contact To its great credit, BRAC has retained much of the
openness and personal contact with which it began in the early 1970s. And it is this
which constitutes its greatest protection against becoming bureaucratic in its
management System. In comparison with other organisations in Bangladesh -
particularly government agencies - BRAC managers at all levels are accessible to their
subordinates. They derive their authority from their experience rather than from the
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exercise of hierarchical distinctions and behaviour or from physical isolation. Thi
emphasis on personal contact is often informal - hence the MTE's endorsement of plan
to construct a new HO building large enougn to sccommodate all HO staff under the
same roof. But BRAC has also been able to formalise the personal contact through &
hierarchy of meeting schedules, many of which include not Just two adiacent
management tiers but three, For BDP/RCP, for example; the hierarchy of meetings
includes:

LA

(%3]

i) weekly meetings between POs and GSs at Area/Branch level to review and
discuss savings and loan performance and other routine matters;

if} weekly meetings of GSs, POs and Area/Branch Managers (AM) for weskly
planning, new instructions or guidelines, and discussion of new ideas or problem
izsues;

iii} rmmonthly meetings of POs, AMs and their respective Regional Manager (RM) for
work planning, new instructions/guidelines and general discussions (some RMs
arrange these meetings to include clusrers of Area/Brancn Offices in their
region, depending on transport and logistical considerations;

iv) monthly meetings of AMs, RMs and Programme Directors (or Coordinators) with
a similar agenda to those for (ii) and (iii) above;

v) monthly meetings of RMs, Senior Managers and Programme
Directors/Coordinators to report on field plans and progress, inter-programme
coordination and exchange of information, and discussion of critical issues;

vi) annual meetings of all staff levels from POs to the Executive Director to
communicate corparate plans, discuss targets and raise issues

vii} recently a new type of meeting was held in the form of a Senior Management
Workshop to discuss strategic issues and new ideas -and there are firm plans to
make such workshops regular annual events.

9.24 It might appear that a schedule of such frequent meetings could leave field staff
in particular with little time for their operational work with the membership. The MTE
raised this issue with staff at all levels beth in Dhaka and in the field. The conclusion
is to confirm that these meetings are quite time-consuming but do not detract
significantly from the intensity of work with the membership. In addition, time spent
in meetings substitutes for time that would otherwise have to be spent in writing and
reading reports, Circulars, memoranda and other paperwork manifestations of 2 more
bureaucratic approach. Field staff also mentioned two further beneficial effects of
frequentmeetings. First, when new instructions, guidelines, data collection formats and
the like are explained Lo them personally, with opportunities for them o ask guestions,
it aveids the misunderstandings and misinterpretations that they feel would be
inevitable in a system of 'management by memorandum'. Secondly, their reguiar
meetings with managers two or more steps above them in the hierarchy gives them a
sense of belonging to 8 human network rather than an impersonal machine.,
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9.25 The main caveat to this positive conclusion attaches to the monthly meetings of
AMs, RMs and Programme Directors/Coordinators in Dhaka. For some AMs in less
accessible parts of the country these meetings can take up to three days out of their
working month, including travel time. The meetings are important to Programme
Directors/Coordinators, who rely on them to kKeep in clese touch with field issues
throughout the country without having to spend nearly all their time travelling to
achieve the same information flow. But there is already talk of increazsing the time
intervals between these meetings, initially to two months. This would be beneficial
without Directors/Coordinators having to sacrifice much in the currency of their
information. Moreover, some Area/Branch Managers have begun to keep 'issues books'
in which they log important gquestions, uncertzinties and other matters to raise with
RMs ‘and above. If this initiative were to be formally extended to all Area/Branch
Offices it could help in setting the agenda for less frequent meetings in Dhaka,

Exnansion, Promotion Frospects and Their Effects on Management

8.26 Organisational expansion brings with it a sense of confidence and optimism which
provides a positive framework for good management, In the case of BRAC, the rapid
expansion of recent years seems to have acted like a sustained flow of organisacional
adrenalin, Individual members of staff have also been aware of the promotion prospects
that expansion brings with it. They have been encouraged, therefore, to think that good
performance in their current grades and pestings will be rewarded with rapid promotion.

8.27 There is, however, a downside to this through a combination of two main factors.
First, expansion has obviously meant extensive pew recruyitment leading to an
~ increasingly ipexperienced team of field staff. Moreover, until July 1991 BRAC had
been recruiting new Masters graduates at Level! VI, just below the level to be an
Area/Branch Manager. In parallel, the expansion of membership, savings and credit
services, NFPE and other programmes has been surrounded by plans and targets to
adhere to the predetermined growth path. The effect seems to have been a tendency
among both managers and field staff to interpret performance more in terms of
achieving targets than in relation to such qualitative issues as responding to 2 genuinely
participatory process of group formation, the building up of group identity or the
definition of group aspirations and priorities. In sum, one sign of strain from expansion
has been a tendency towards a prescriptive, somewhat mechanistic approach to the
application of the RDP/RCP model.

9.28 BRAC's senior managers are aware of the risk of loss of quality and
responsiveness through the pursnit of growth. Fortonately also the majority of current
senior managers have served with BRAC for many years and themselves represent its
instirutional memory about the importance of initiative, flexibility and the exercise of
managerial discretion at the field level. And there is already evidence of promotion
being denied to staff who may be models of adherence to targets but who lack initiative
and responsiveness, Yet rather than just blocking the promotion of unsuitable staff,
BRAC knows that it must be more pro-active in developing the skills and confidence of
its existing and future managers at different levels, For this the onus is on the current
Hegional Managers on a day-to-day basis and on the Management Development
Frogramme for more formal training.
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Supply of Future Managers

8.28 Against the background given above about the tendency towards a prescriptive
approach in following models and adhering to targets in the pursuit of growth, it is
imporzant to assess BRAC's supply position for future managers - especially the critical
role of Area/Branch Managers. Table 9.1 below compares BRAC's staffing situation at

the end of each of the first two vears of RDP-II/RCP implementation.

TABLE 9.1: BRAC Staffing Structare - 1990 and 1991
I = —
]_Leyel December 1920 December 1991 |!
Number % Number % |
| W/L 204 8.6 550 18.3 |
| 1A 24 1.0 26 0.9 |
B 12 0.5 19 0.8 i
i 94 4.0 294 9.8 ,
11 357 15.1 - 357 11.9 |
) TV 194 8.1 286 9.5 i
v 409 17.2 353 11.7 f
VI 792 33.4 803 26.7 |
| Vi 1897 ] 8.3 215 7.1 i
vl 44 1.8 56 1.9 :
| X 27 1.1 31 1.0 I
| X 11 0.5 13 0.4 f
| X1 5 0.2 4 0.1 ;l
| X1 Z 0.1 3 Q.1 il
|-' !.=
| TOTAL 2,372 100.0 3,010 100.0 |
NOTE: W/L = Without Level, including new POs serving probationary terms prior
to confirmation on the regular staff
SOURCE: BRAC - Personnel Department

8.30 Table 9.1 permits only a very partial assessment of the prospective supply of new
Area/Branch Managers. The large number of POs in Level VI appears to give BRAC a
strong cohort of staff with the potential for promotion to Level VII as Area/Branch
Managers. On the other hand, as noted above, BRAC has until recently been recruiting
significant numbers of graduates directly into Level VI, many of whom still have limited

121



experience of BRAC and its programmes. The very large increase in probationary staif
shown in the table shows that there could soen be an even larger number of middle and
senior ranking POs. BRAC itself estimates that it could increase the number of
Regional Managers to 60 and of Area/Branch Managers to 395. The MTE has not been
able to review BRAC's criteria and assumprions in making these estimates or to carry
out an analysis of the length of experience of Level VI POs. MNevertheless, the sheer
number of Level VI POs suggests that it should be possible to supply an adequate number
of Area/Branch Managers to sustain the current rate of expansion.

D. Training

Planning and Performance

89.31 BRAC's training activities have grown significantly in both scope and throughput
in recent years. Owing to the variety of training clients, types and fields of training
and physical settings in which training can be undertaken, the training programme is the
maost difficult to analyse in terms of what it plans te do and what its achievements are,
Each TARC is responsible for drawing up its own annual training plan based on targets
and guidelines issued from HO. The two TARCs visited during the MTE (at Jessore and
Pabna) had submitted their 1992 training plans to HO by February 1992 and expected
all other TARCs o have done the same. But by the end of February HO had not been
able to sggregate a BRAC-wide programme. One difficulty - which affects both the
aggregation of plans as well a5 regular reports on performance to plan seems to be in
putting the informatign into BRAC's compurer system and subseguently analysing it.
The Training Department receives a variety of print-outs which they find difficult to
collate and summarise. At the end of each year summary tahles are also prepared on
computer. But these can be difficult (a) to reconcile and compare with original plans,
(b} to verify through cross-¢hecking, and {c) to analyse for an indication of performance
against targets. The difficulty is compounded by apparent mid-course changes
introduced in the plans in terms of the number and duration of courses and their
location. An example of this is the way in which adaptations have been made in the
schedules for skills training.

Training Capacity

9.32 Physical facilities At an early stage after the commencement of RDP-II BRAC
realised that it would have to increase training capacity to keep pace with demand from
its expanding activities - demand deriving principally from the need to train new
members, new staff and teachers for the overall expansion of NFPE. But physical
facilities do not represent a hard determinant of training eapacity. In 1990, for
example, a backlog in physical facilities was already apparent. But training throughput
for that year in fact exceeded the target because some courses were held in field
offices and rented premises to relieve congestion in the TARCs. There are also
adaptations made to training schedules from time to time, as poted above. But it is
difficultr to discern the extent to which these are planned changes based on experience
or motivated at least partly by the need to cope with the capacity constraint.
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89.33 The 1991 review of training noted the backlog in capacity but was optimistic that
ir could be eliminated by the end of that year. Yer BRAC has still not been able to
eradicate the backlog in expanding training capacity and the view of the MTE is that
the backlog could grow. The problem is not just the lengthy delay in starting work on
the Comilla TARC. This has beenmainly a technical difficulty in building design. More
fundammentally the problem is one of planning, programming and inter-departmental
collaboration, as noted in Section 7 dealing with the Construction Department.
Meanwhile, the Rajendrapur MTC which was intended specifically for the MDP has been
used partially in the role of 2 TARC. In the short run it can continue to contribute to
easing the capacity limitations in existing TARCs, especially because MDF itself is far
from being fully geared-up.

9.34 Staff capacity The number of full-time training staff rose by over 30% in 1291,
from 351 to 67 - considerably faster than the increase in physical capacity. The
selection process - involving four stages of (a) desk screening of cvs, (b) an assessment
workshop, (¢) a written examination in Bangla and English, and (d) a final selection from
a shore list - is commendably rigorous and works well. But there are signs of strain in
the over-utilisation of training staff capacity. First, it seems that some TARCs are
cutting corners in the standard probationary/induction arrangements. Instead of being
assigned to senior trainers for a period of three months before being given sole
responsibility for training members and for six months before delivering courses to
BRAC staff, some trainers are being given sele responsibility after as little as one
month. Secondly, trainers are being asked to take on increasingly heavy workloads.
During 1990, capacity utilisation of training staff time was 102%. For 1831 -
notwithstanding the increase in numbers of training staff mentioned above, the training
~ department estimates an even higher rate of capacity utilisation.

9.35 The MTE has not been able to trace any immediate effects of the strain on
training capacity on the guality of traiging or, in turn, on the effectiveness of
operatiopal programmes, On the other hand, some senior managers point to the ease
with which rented properties can be used and the beneficial effects of keeping training
and other staff at full stretch as positive factors. Nevertheless, the point is that BRAC
has set its own schedules, norms, expectations and budgets for training. In respect of
paysical facilities and staff utilisation, it is neither adhering to its norms nor keeping
up with demand - and, without remedial action, sooner or later this will take a toll on
quality. In the view of the MTE, the most pressing issue is to do all possible to catch
up with targets to expand the physical capacity for training, in line with the
recommendations for the Construction Department in Section 7 of this report. There
is also a need to select and train new training staff much earlier - in anticipation of
need - to ensure that the workload imposed on them does not run the risk of fatigue and
loss of guality.
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9.33 The 1991 review of training noted the backlog in capacity but was optimistic that
it could be eliminated by the end of that year. Yetr BRAC has still not been able to
eradicate the backlog in expanding training capacity and the view of the MTE is that
the backlog could grow. The problem is not just the lengthy delay in starting work on
the Comilla TARC. This has been mainly a technical difficulty in building design. More
fundamentally the problem is one of planning, programming and inter-departmental
collaboration, as noted in Section 7 dealing with the Construction Department.
Meanwhile, the Rajendrapur MTC which was intended specifically for the MDP has been
used partially in the role of a TARC. In the short run it can continue to contribure to
easing the capacity limitations in existing TARCs, especially because MDP itself is far
from being fully geared-up.

8.34 Staff capacity The munber of full-time training staff rose by over 30% in 1991,
from 51 to 67 - considerably faster than the increase in physical capacity. The
selection process - involving four stages of (a) desk screening of cvs, (b} an assessment
workshop, (¢} a written examination in Bangla and English, and (d)} a final selection from
a short list - is commendably rigorous and works well. But there are signs of strain in
the over-utilisation of training staff capacity. First, it seems that some TARCs are
cutting corners in the standard probationary/induction arrangements. Instead of being
assigned to senior trainers for a period of three months before being given sole
responsibility for training members and for six months before delivering courses to
BRAC staff, some trainers are being given sole responsibility after as little as one
month. Secondly, trainers are being asked to take on increasingly heavy workloads.
During 1990, capacity utilisation of training staff time was 102%. For 1991 -
notwithstanding the increase in numbers of training staff mentioned above, the training
~ department estimates an even higher rate of capacity utilisation.

8.35 The MTE has not been able to trace any immediate effects of the strain on
training capacity on the quality of training or, in turn, on the effectiveness of
operational programmes. On the other hand, some senior managers point to the ease
with which rented properties can be used and the beneficial effects of keeping training
and other staff at full stretch as positive factors. Nevertheless, the point is that BRAC
has set its own schedules, norms, expectations and budgets for training. In respect of
physical facilities and staff utilisation, it is neither adhering to its norms nor keeping
up with demand - and, without remedial action, sooner or later this will take a toll on
quality. In the view of the MTE, the most pressing issue is to do all possible to catch
up with targets to expand the physical capacity for training, in line with the
recornmendations for the Construction Department in Section 7 of this report. There
is also a need to select and train new training staff much earlier - in anticipation of
need - to ensure that the warkload imposed on them does not run the risk of fatigue and
loss of guality,
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ANNEX 1

TERMS OF REFERENCE



BRAC RURAL DEVELOPMENT PROGRAMME (RDP) IT
AND RURAL CREBIT PROJECT (RCP)

MID-TERM EVALUATION
FROPOSED SCOPE OF WORK

1.0 INTRODUCTION

1.01 BRAC's Rural Development Programme (RDP) II and Rural
Credit Project [RCP} received financial support from a Donor
Consortium (DPC) comprising: NOVIB, 0OBA, NORAD, DANIDA, AKF/CIDA,
3Iba, EZE @and Ford Foundation to continue its programme of
expansiocn. As per the Project Documents signed in Hay, 1990, the
total amount of project Ffunding iz US% 49 million, for the period,
January, 1990 througbh December 1993,

.02 The Menbers of the Doner Consoriium have agreed; in May,

1991, to eliminate the 1981 Annual Review and teo undertake a joint

H:c—term evaluation to review the status of project implementation
nd fo assess BRAC operations.

13 | BACKGROUND

D Eire b | An Annual Review of RDP II and RCP I was conducted in

November 1890. The majority of the recommendations was endorsed by
the DC and BRAC in theareas of financiasl]l reporting and accounting
practices and procedures. Consideration of other recommendations
relating to institution building, the Non-Formal Primary Education
Programme (NFPE) and BRAC's traiming capacity were the subject of
special reviews carried put in February and April 18Y91. In
addition, in November 1991, a financial consuliant was contracted
to conduct a study to review the banking system. This consultancy
is expected to be completed by December 4, 1991 and the findings
will provide additional useful information for the Mid-term
evaluation.

1.2 PURPOSE OF THE MID-TERM EVALUATION

[y
~a
=

The. purpose of the Mid-Term Evaluation is to assess the
effectiveness and efficiency of BRAC in managing the Project,
raview BRAC's rate of expansion and recommend changes in the
expansion strategy, if reguired.

122 It is spacified in paragraph 52 of the Project Document
that a Mid-term evaluation will be carrvied out in the first auarter
of 1992. The main obhjectives of the evaluation are to undertake an
in-depth investigation of the BRAC Bank Project,; assessing its
effectiveness in lending to the poor and financial wviability and,
to evaluate RDP IT and make recommendations for the implementation
of Rb¥ ITT,

3o iRad The evaluation team will review BRAC's performance with
respect to achieving the objectives and specified targets set out
in the Project Document and the Project Appraisal Report dated

April, 1988. The team will ‘assess the extent %o which the
recommendations of the 1990 Anpual Review Mission and the four
sectoral reviews, endorsed by the DC, have been implemented.




; B The Evaluators will review BRAC's plans for the
development of its wvarious programmes and the resulting demands
this will put on their management systems and likely impact on the
programme guality. This will include, but not be limited to, an
assessment of the sustainpability and replicability of BRAC's
approach and comments on possible long-term withdrawal strategies
on the part of the Donors.

1,25 Ta +tha=s |end; Evaluaters will alse revisw BRAC's
perceptions of the political, =social and econemic climate of
Bangladesh, BRAC's ability to identify Lhe needs and capacities of
the rural poor with whom they are working and the developmental
role BRAC sees for itself within the broader community of
Coverament and other NGO's.

1.2.6 Recommendations will be prepared concerning adjustments
in programme plans, including BRAC's targets and goals, felt
necessary to balance economic and social project considerations.

Y.2.7 As stated in paragraph 50 of the Project Document, and as
reguired under individual Donor agreements signed with BRAC, the
objectives of the Mid-Term Evaluation are to:

1) Establish the achievements of each programme over time;

2°) Analyze their achlevements in the context of the original
objectives:

3) Assess whether inputs were sufficient and appropriate in
relation to the objectives and achievements of the programme;

4} Make recommendations for the planning of future programmes.

il These four objectives will have to be followed up since
they all play an important role in terms of measuring the progress
and status of project activities in relation to overall targets,
such as the alleviation of poverty and empowerment of the target
group, the landless poor.

SCOPE OF WORK
| o o | The evaluation team will cover, but not be limited to,
the following six major areas:

BRAC Bank Operations and Financial Performance
Income GCenerating Activities & Socio Economic Impact
Management and Training {(staff and VO members)
Orzanization and Institution Building

Gender Specialization

Education and other Support Service Programmes

.32 The evaluation team, as such, will cover these six areas
through eight members appointed by the Donor Consortium. It is
estimated that each mission member will require four weeks in
Banglacdesh, during the month of February, to carry out the
assignment and to complete her/his contributien to the draft
report. The team leader will require an additional two weeks to
coordinate the work and prepare the final report.
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SPECIFIC QUESTIONE TG BE ADBRESSEDR

"FINANCTIAL ANALYSIS AND BRAC BANK OPERATIONS

team will:

Assess the extent to which recommendations from Lthe previgus
Annual Rewiew Mission (18%%0) relating te financial management
practices hawve been implemented;

Review the audit reports, annual financial statements for the
past twa years and evaluate the operations overall
performance; financial viability and soundness:

Prepare financial proajections for the mext +ten years and
determine BRAG's potential for self-sustainability;

Review Donor disbursement procedurss and assess the overall
tEilization of Doper funds for BRDP I and RCP:

Review and analyze the financial reporting; new record keeping
and accountancy control systems of RDP and RCP and make
recommendations for gualitative and gquantitative improvements;

Review the elassification system of long-term loans with
special peference to collective schemes and the efficiency of
BRAC's credit policies;

Analyze BRAC's financial management systems, d.e., how
investment degisions are made and how group members'funds are
and will be utilized;

Review the institutional and legal basis of the RGF and BRAC’s
plans in this regard;

Evaluate the effectiveness of BRAC's management information
s¥stem in relation to the above.

INCOME GENERATING ACTIVITIES & SOCIO-ECONOMIC IMPACT

team w=will-

Examine the portfolio of ecopnomic activities under RDP/RCP
and assess the profitability and viability of these
activities;

Examine +he: actual record repayment of group members
especially with respect to leng-term loan and the economic
impact for group members participating in group activities
compared to individual loan activities:

Examine the economic impact on group members, paving
particular =attention to the impact on women and women's
Croups. Particular attenticon should be paid to whether the
orojects gignificantly improved employment ocpportunities and
income levels for women:



F
Analyze the profile of income sarning activibies with respect

to rural economy development, and assess the rele of BRAC in
transferring new and relevant technology to its members.

& OPERATIONAL PERFORMANCE
i s | Within the context of the expansicon of the programme,
BRAC's performance in providing credit and support services to its
target group will be reviewed. The team members will:
Heview BRAC's achievements with respect to operational and
ph¥sical targets for the period under review;
Assess the effect of the expansion programme of RCP on BRAC's
ability to deliver services to members, the guality of the
services and on branch profitability;
Review the leunding pragramha in the context of loan
disbursement, loan wntilization, losn sStructure (=hori-,
medium— and long-term) and group (collective) loan activities
Compare the performance of males and females in employment and
income generating projects in arefs such oS sccess Lo credit,
lopan purpose & Size and recovery rates:
2 -t MANAGEMENT AND TRAINING
A S | A feneral concern s Enat BRAT maintains a balance
between institutien building (ipecluding area expansion), its
arganizastional managemenl system and programme delivery to its
client group.

Z2.4.2 Assess the impact of the transfer from RDP to RCP on BRAC
staff i.e. their ability to cope with the changes and their need
for Further traiming.,

i SR Within the context of the BRAC expansion programme the
evaluation team will assess the sustainability of BRAC's
institutional capabilities in terms of operating performance (i.e.
grganizaticon, management, Staffing and training). The following
aspects will he addressed: i) overall! manzgement capability; ii)
existing organizational structures at headguarters and at regional,
and area offices) i1ii) staffing activities i.e. recruitment and
promotion policies with special attention on women staff members,
and; iv)} training needs and capacities.

To this end, the team will;
Analyze the auality of the management structure at the field
level and head office with respeci to the rapid expansion in

beth staff and project activities:

Analyze management implications for any additional projects
planned or under discussion, and BRAC's capacity:
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The

Examine the decisicon-making process and persannel policies,
including performance Feview, .promolions, Staff development
decisians and Eerneral peints such as decenctralisation,
delegation, pParticipsation; supervision and accountabiliss;

Assess BRAC's progress towards providing sgender-sensitive
personnel and sound career planning with partlicular emphasis
on reviewing BRAC's strategies for promoting women withinp the
whole organization in particular the formation and status of
Lthe newly constituted Women Advisory Committee [WAC);

Examine the staffing gituation with réferencs tod the staff
composition, structure, turnover and succession at all levels:

Assess the present training programme in terms of strategy,
methodolowy, impact and relevance bo BRAE's present operating
environment;

Assess the dimpact on the aquality and efficiency of the
training programme |training and brainers) associated with the
increase in the volume of training underway and planned;

Determine the probable demand for in-house training For both
BRAC sLaff and VO menbers, reguirted to falfil BRAC'S programme
targdets;

Assess the adequacy of physical training facilities (existing
and planned) through the end of 1993 [(in terms of coping with
training ¢f an increased number of BRAC staff members, VO
group members, etc.) with respect to programme targets and
objectives; !

IRSTITUTION BUILDIRNG

team will:

Examine the group identification, formation and development
processes and assess the extent to which BRAC covers and
penetirates its target groups and the extent bto which social
mobilization and empowerment of the landless poor continue to
receive high prierity;

Assess the state of maturity and +the process of self-
sustainability of the Village Organizstions {VOs) by reviewing
the sebt of indicators that have been develcoped and point out
any constraints with regard To The formation of streng,
independenlt VOsg;

Review the status of the federation process, its structure and
the rols of the federations in RDP and RCP;

Assess the impact of the institution building activities such
as the monthly-issue meeting, the special meetings and
workshops on the institution building process:
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Examine the survival rates of old groups and factors affecting
the survival :

Examine the social changes generally occurring in the project
aresc [wage lewvels, household income, indebtedness and
migraticnl), and improvements in participatien; Pposition and
status of women;

Assecs the balsarnce between the pursuit of economie and secizal
goals.

B SUPPORT SERVICES PROGRAMMES

.6.1 Non-Formal Primary Education Programme (NFPE)
Review the management and logistical efficlency of the NFPE
Programme and assess whether the rapid expansion will have any
negative impact on the guality of the programme (trough the
end of 1393
For the NFPE programme, review the structure and effieiency ef
the NFPE programme personnel (trainers, Pos, FOs) and identify
any problems/bottlenecks associated with staffing;
Examine and comment on the inter-cycle continuation rates of
the NFPE schaools:

L Rural Enterrrise Project [(REP]
Examine the portfoelio of economic activities under REP and
aszess the profitability and viability of these activibies;

2 Review the experimental projects undertalken by REP and the
marketing capability of the REP and the mechanism for
transfer of technology;

B3 Management and Development Prozramme {(HMDEBE)
Assess the past training performance of MDP and TARC 1in
relation to targets;
Assess the role of MDP in develeping the management capacity
ocf BRAC and nen BRAC's staff,
Assess the efficiency, effectiveness and sustainability of
this programme;

I S Paralegal Programme {(BLP)

Assess the efficiency, effectiveness and sustainability of
this programme.



L Monitoring

Y

Asse
man ment coniral of the programmes)

= ' the role 6f the monitoring department in improvineg the
=

=
&8

Review: the gapacity of the existing monitoring system t
retrieve fHets on social and economic dimpacts of th

programmes’ and point out the oecesSsary ‘indicators fo
analysis;

qrum

[
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Research and Evaluation [ RED)

Assess the work performed by- the Research #nd Evaluation
Department with respect to programme targets ‘and objectives;

Assess the efficiency, efpect1venasb and sustaipability of all
sectoral programmes.,

3.8 METHODOLOGY
3.1 Althouegh the evaluation team will be responsible for the

gselection of the svaluation methodolocsy, it is suggested that the
study approach include the following:

Review of project reports:

- Annual budgets
. Project Documents and Appraisal zeport
BRAC's Annual and guarterly preogress reports
. Annual Beview Report of 1990
« BRAC Auditi Reports
+ Review report on NFPE
Review report on BRAC's training capacity
- Review report on the banking systen
RED's =studies

Interviews/discussions with BRAC Head Office management staff,
Donor Consortium Members and the DLO;

Field work at BRAC area and regional offices including
interviews with members;

Interviews/discussions with wother eoerganizations including
GCovernment Departments, UN agencies, NGOs and others as

NeCesSSary.

3.2 After approval of the TOERs by the DC, the team leader
will be provided with various documents and data which will assist
Lt

he feam in starting its field work timely.

B Immediately after arrival of all team members, there will
be a formal briefing sessicn with BRAC and the Members of the DC.
Upon completion of the mission's work there will be a debriefing
session with BRAC and the DC Members scheduled for March lst, 1992,
at which the Team will submit its draft report, and present its
majer findings and recommendations.
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oo ATter reEcelipt and revisw of the drafk report, and within
a two to three weel pevicod the DC will provide the: Team Leader wit
comments and recommendat ions which are Lo be taken inte account in
the final report. The teas I==der will be responsible for
coordinating the inputs [From team members Lo snsure the timely
submission ef & proféessional-guality report:

a

4.0 REPORTING REQUTREMENTS

1 The evaloation team will provide a dresaft report of its
indings, using the fellowing outline:

e

: Executive summary
Statement of findings, conclusions and recommendations

Indicabte key issucsi for the aittention of the end of project
evaluation In 1994

The report as 'such dmcluding evidence and analysis which
suppert findings, eonclusions and recommendations

Appendices: including descriptions of methodolozgies used to
carry out the study: bibliography, lists of persons/agencies
visited and interviewed; and data.

5.0 TIHING AND LENGTH OF MISSION

The mission will take place in February, 1992. The team members are
expected to :aarriwvwe in Dhaka on February lst 1592 fora peried of
four weeks excluding travel time. During this period they will
carry out the field work and complete the draft report,

5.0 LOGISTICS

2 | Althouzgh the ewaluation team will be responsible for
carrying out its work programme, the Donor Lisisen Office will
provide assistance (e gal various lagistical aspects including
transportatieon;, office and secretarial/=zupport services and
accommocdation. The DLO will alse assist in the scheduling of all
visits, briefings and field trips as required.

7.0 TEAM COMPOSITION

Tt As agreed at the Donor Consortium Meeting of May and
Movember, 1881, the evaluation team will consist eof a tetal of
eight professionals as follows:

Team Leader

Einancial Analyst

Institutional Specialist

Eredit/Small Scale Enterprise Specialist
Management and Training Specialist
Educat.ion Specialist

Gender Specialist

Economic Specialist
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Each member, including the team l=ader, will fulfil the

following responsibilities:

L

[

= L

Review and assess his/her assigned topic/area and complete a
written report covering this topic/area for inclusien in Lhe
ceverall report;

Contribute to 'general sections of the report through
participation in group meetings and throush written reports as
reauirced:

The team leader will require an additional two weeks and
have the following additional responsibilities:

Prepare a draft evaluation workplan and suggested methodology
prior to the arrival of the team;

The workplan should include, but ot be limited to, the
following:

Documentation requirements

A list of prople to be interviewed

Data collection methods

Description of how the issues contained in the TORs will
be addressed

Tasks involved in conducting the evaluation and assigned
responsibility

Final schedule for completion of tasks

Review the evaluation workplan and methodology with the BC

Members and BRAC following consultations with other team
members;

Ensure that the TORs are fully addressed and that gender
issues are covered comprehensively throughout the report;

Edit the final repoart;

Ensure timely transmission of the report to BRAC and the DC
Members.




