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1. EXECUTIVE SUMMARY
1. Intreduction

This report comments on performance to physical targets and
performance to financial budgets during the first nine months of
1990. Inevitably there are variations, but we did not identify
any which we judge need be of major concern to donors. The

general record is of greater rather than lesser achievement in
relation to what was planned.

The report focuses on those areas where we bDelieve improvements
might be made. In many cases, our suggestions are largely
endorsements of what we have discovered BRAC is already doing, or
of changes that BRAC has already started to make. In certain
areas, we have identified further improvements. In only a few
instances do we recommend changes of substance or significance.

The Review Team's assessment of BRAC is that it continues to be
an organisation with an impressive record of achievement and
innovation. It -is constantly refining and developing its systems
and methods. Its impact on its target group, the landless of
rural Bangladesh, increases substantially by the vear.

2. Social and Institutional Development

Important changes made in the institution-building approach of
RDP in 1989 proved to be more problematic than expected. New
rules and regulations, meant to enhance accountability and
internal democracy in Village Organisations (VOs), caused a
number of members to leave and some older VOs to close. The
branches transferred to RCP and manvy older RDP branches had,
therefore, to undergo a restructuring process which is expected
to be concluded by January 1991. However, the increase in members
in RDP Villages is generally on target. By end June, 1990, women
VO members had risen to almost two thirds of total membership.

An experimental Para Legal Programme was expanded durine 1990
into ten new Areas. This programme seems to be one of the most
successful ways of securing a much-needed “empowerment” of VOs
end their members, and is a very useful toel in the protection of
the interests and dignity of landless men and women. This and
other nexw interventions, such as compulsory functional education
awareness training for all borrowers, and the introduction of a
much stronger, more programmed approach to value-based training,
are likely to strengthen the institution-building aspects of
BRAC's work, in both RDP and RCP areas.

Actual expenditure for Human Resource Development training to
September 30 is basically on target. There was an apparent under-
achievement in certain of the original targets, in part because
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of an expansion in the number of days allocated for =ome courses,
in part because of the major increase in the output of teachers
for the compulsery awareness training. This, together with
increased dempands for NFPE teacher training and staff training,
resulted in serious overcrowding at the TARCs. Expenditure on
Human Resource Development training for 1990 will be slightly
over budget, and the overall three vyear expenditure will be
roughly 12X higher than originally planned.

The Team considers that the development and delivery of caurses
for skill training, largely taking place in the field, is handled
in a professional and appropriate manner. 5,000 more people
received skill training in the first nine months of the yvear than
the total planned for the entire year. Spending for the year and
for the plan period w«ill be significantly over budget. In the
gpinion of the Review Team, the new targets and budgets are
justified by the need to provide training and technical support
to the increassed numbers of borrowers.

Numbers of staff trained to September are approximately 150X more
than planned, while expenditure is 35X over the total budget for
the vear. In the view of the Review Team, the over-achievement of

target is necessary, and the consequent over-spending of budget
is therefore justified.

The Management Development Programme, established in 19%0, is a
new effort, dedicated to enabling BRAC, government and other
development agencies to manage their resources more productively,
eguitably and sustainably. Despite a slow startup, the MDP
appears to be off to a very good start. The need for it is
perhaps more obvigus than ever, both within BRAC and ocutside.

In respect of +training capacity, the volume, demand and
complexity of BRAC’s training has increased steadily over the
vears. Finding and training qualified new instructors appears not
to be problematic: the biggest training handicap is s shortage
of space. Because of the pressure on existing capacity, BRAC has
advanced and expanded its building plans. Funds permitting, it is
planned that total capacity, including TARCs and Management
Development Pragramme will be increased from 218 beds to 640 by
end 1992, the total cost of land and buildings increasing from
the original Tk 58m to Tk 1ll4m. In the opinion of the Review
Team, the expansion of the TARC and MDP plans are justified by
the need. Within the context of the overall revision of the RDP

IT and RCP Plan and Budget, these changes are recommended to
donore for scceptance. |

The Non Formal Primary Education (NFPE] Programme has exceeded
the school-cpening target for 1220 by 100%. Althoush total NFPE
costs are likely to exceed the budget by only 10% in 1990, due to
half the new schools opening late in the year, there are
financial implications for future years, In the revised budget

ii



proposed for 1990-92, there will be a 50X increase in the
projected number of school openings. The Team's view is that,
given adequate financial resources - the reguested budget shows
an increase from Tk 152@m to Tk 200m - and assuming an expanded
training capacity, the new projections are within BRAC's
capabilities.

3. Economic Activities

In the first six wmwonths of 1990, loan disbursements totalled Tk
153m or 25% of total disbursements since BRAC began making loans
in the mid 1980s. ¥Women took twe thirds of this year's loans, the
dominant sectors being Rural Trading and Livestock. During the
next 18 months there will be a substantial increase in funds
going into Irrigation; the lcans BRAC plans to make in Deep Tube
Wells alone total more than Tk 200m. Fisheries is expected to be
a major area of expansion, with the new Sericulture programme
planned to provide 60,000 jobs for women by end 1982.

Both RDP and RCP set financial targets for the expansion of the
loan portfolios according to the maturity of each Area or Branch
Office. However, no explicit consideration is given as to how
these targets are going to be achieved in terms of the growth of
in the primary sectors, or specific economic activities within
those sectors. The Team therefore recommends that BRAC should
draw up explicit targets for the future development of individual
sectiors over 4L1hree vyears. Particular consideration should be
given as to which other sectors and activities should be
developed, notably off-farm activities in the Rural Industries
and Trading sectors to which little attention has been given.

The technical support structures that have been created over the
vears by RDP, eg in the Livestock, Irrigation and Fisheries
secters, have proved te be both innovative and effective. They
are a key element in the increase of loans no¥ being made in
these sectors and their beneficial economic impact on VO members.
Hoxever, REP's record of introducing new activities is not
impressive, tending to apply its efforts te the hardware aspects
of technology innovation rather than the more essential elements
of ownership, organisation and management.

Bearing in mind the planned expansion of RCP, it is recommended
that consideration be given to creating a single technical -
support structure to serve both RDP and RCP. Personnel should
largely be at Area Office or wvillage level and adopt the
approach RDP has taken in introducing new activities,

concentrating on identifying and introducing gradual steps in
organisation and technology.

To ensure their overall viability and beneficial economic impact,
the larger collectively owned schemes such as Pover Tillers and
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Deep Tube Wells do require particularly careful monitoring and
follow-up. As the Team observed in the field, loan repayments can
and do become erratic, especially if a scheme is not operating
properly or successfully. In such situations, there is a need
for coordinated action by the appropriate BRAC staff, whether
general POs or technical personnel or both.

IGVGD has been expanded inte 36 Upazilas with the target of
reaching 75% of the estimated 80,000 vulnerable group cardholders
in those Upazilas. The programme continues to operate
effectively, with minor improvements constantly being introduced.
As at end of September, 1990, actual expenditure for the nine
months was Tk. 7.0 million against a pro rata budget of Tk. 9.2
million. The reason for this was start up problems as the
programme began operations in the new Upazilas.

1. Fi ™ lvsi

The total locan portfelio fer RDP is 11X under target as of
September 30, 1990. Savings are also short of forecast by 16X.
The under-performance has occurred primarily in the 4th year Area
Offices. BRAC has constrained its lending to the members in these
older VO's and concentrated on re-enforcing discipline with
respect to the need for weekly meetings, savings and loan
repayments. %e expect that loan portfolio and savings targets

throughout RDP will be met by next year and continuously
thereafter.

RCP is approximately on target for profits despite a major
shortfall in income from investments (Tk. 5.5 million was
forecast for 1990 of which almost nothing will be earned) due to
the delaved receipt of funds from the donors. Prospects for the
long term viability of RCP appear good as the value of the loan
portfolio outstanding is only 3% below target - see the graph in
Section 7 - at the end of Septesber,1990, and operating costs
appear to be under control.

BRAC has had to fund a significant portion of the activity of RDP
and RCP from other sources, including members' funds (individual
savings and group funds), due to the delay in receipt of donor
funds. The Team suggests BRAC should make explicit its policies
in respect of the use of such members' funds. We also believe, in
order to further protect the savings of members within RCP, and
to move the financial structure of that programme closer to that

of the proposed future bank, that BRAC should provide an equity
base to RCP.

BRAC has made significant progress towards implementing a loan
guality reviex and reporting process which is clear, sccurate and
reasonable. All loans in both RCP's and RDP’'s loan portfolio
will be classified inte one of three categories by year end-
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current, late ar averdue. Thie achievement i=s consistent with
last year's Appraisal Report recommendations.

We have made recommendations with respect to the definition of
current loans such that the true quality of all loans is assessed
at least once a Yyear. In addition we recommend, in accounting
terms at least, that BRAC write off a portion of its current lecan
portfolio against the accumulated loan loss provision and that
this process of adding to and comparing the provision to write
offs be done annually. ¥%e believe that the total reduction in
BRAC's loan portfolio as a result of the write offs this vear
will be less than the 2% of disbursements accumulated to date by
BRAC as loan loss provision.

5. Management

The Review Team is favourably impressed with the quality of
BRAC's management, from the conduct of apparently simple (but
actually very carefully developed) group development activities
at village level, through to the complexities of managing s large
and sophisticated corporate structure. On the question of
decentralization, BRAC has made progress 1in the past year by
expanding its field structure from six to eight regions, and by
moving five of its regional managers from Dhaka to the field.

Although BRAC's Management Information Systems are 3still
undergoing development and testing, significant and very useful
improvements have been made, in line «ith and exceeding
recopmendations made in the 1989 Appraisal Report. An area of
weakness in the Managdement Information System, however, is the
integration of and inter-relationship between plans, budgets and
reports. Detailed recommendations for the creation of a more
integrated budget and reporting format are made in the report.

In respect of personnel, recruitment of qualified staff is
taking place at a rate in accordance with or in excess of planned
requirements. The effort to recruit and retain gqualified women
at the PO level, from which all management appointments are made,
has been very good over the past vear. As a percentage of the
total, the rate of appointment of women to all grades within BRAC
has risen from 2.4X in 1987, to 2B%X in 1990. 1In the important
Level III-VI categories, the number of women has risen as a
percentage of the total from 2.4% in 1989 to 1C.2% now.

If the current rate of female recruitment continues, the
imbalance in favour of men could be largely corrected within
three or four sears. BRAC should be able to anticipate the
appointment of the first female Area Managers within the next two
years. In addition, it is recommended that BRAC consider the
possibility of establishing a ¥omen's Advisory Unit, with
responsibility for providing professional support to female
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employees and for sdvising senior management on gender-related
issues in management and programming.

6. Revised Budsget

BRAC has requested additional Taka funds donors to carry out an
increased and accelerated programme of activities for RDP 1I.
The total revised funding requirement requested by BRAC for the
three vear term of RDP II (1990-1992) is now Tk. B27m which is a
43% increase over the previous programme budget of Tk. 578m. The
primary reasons for the increase are:

Original 2  Revised
(Tk =m)
Emplorment & Income Gen. 50 86
NFPE 152 201
Capital Invest. & Loan Fund 121 194
Programme Infrastructure 58 114
Others 1917 232
Total 518 827

The reasons for these increases have largely been explained
above, notably in respect of employment and income generation,
NFPE and programme infrastructure (for the TARCs and MDP). The
additional funds for capital investment and the loan fund are
largely needed to finance the land, building and other start-up
costs of 10 RDP Area Offices each in 1991 and 1992.

The Team considers that the increase in activities and budget now
proposed by BRAC is lardely justified. The greater part of the
total increase in funds requested is in order to restore the cuts
recommended by the Appraisal Team in April, 1989, especially in
respect of training and management development facilities, and

the later cuts brought about by the withdrawal f{rom one donor
from the consortium in August, 1989,

Two points should be noted. The delay in the disbursement of
donor funds to BRAC this vyear has necessitated having to deploy
other funds on which RDP and RCP will have to pay interest,and
losing income from investments, in total amounting to Tk. 10-20
million. Second, the requested additional funds are all for RDP
I1, not for RCP. Based on our analysis, RCP will be able to
attain its original financial and operational objectives without
additional donor funds to those already committed.

The Team also considers that BRAC has the capacity te carry out
the activities in the revised budget. There are two areas of
possible concern. The first relates to BRAC's capacity to carry
out the significantly expanded programme of NFPE schools. The
second relates to the new Women's Health and Development
Programme, planned to start in January, 1991. The Team has not

vi



agreed to these new conditions. Not transferred loans are
those with no newx borrower agreement.

current loans - loans in their original term of repavment
regardless of actual performance, ie. if a loan is advanced
for 2 vears it will be classified as a current loan until
that two vear period has expired.

late loans - a borrower whe has not repaid a loan completely
during its current period is given an additional reparment
pericd of up to 1 year to complete repayment. This category
has only recently been introduced - since December 31, 1985.

overdue loans - lecans which have exceeded their current and
late reparment periods. This category contains vwhat are
undoubtedly the worst loans in the portfolio, the ones least
likely to be repaid.

In addition to the preceding indicators of loan gquality BRAC

also uses the term "recovery rate”. BRAC defines recovery
rate as follows;

. recovery rate = total instalments received to date

total instalments received + overdue amounts

This measure is very misleading. As disbursements increase
the recoverr rate «ill generallr improve even though the
actual quality of the loan portfolioc may not. This is due to
the cumulative nature of the measure. For example -

recovery rate at time 1 = __100 = = 95%
100 + 5

recovery rate at time 2 = 200 = 97%
200 + 7

In this example the recovery rate has improved even though
the amount overdue has increased (from 5 to 7).

e do not recommend the use of recovery rate as a measure of
portfolio quality.

bad loan - this is a subjective term often used by lenders.
The worst loan is one which has to be written off.

default -~ technically a borrower wvho does not meet an
obligation to the lender is in default. The most serious
obligation from the perspective of a lender is the obligation
to pay interest. A loan which has recently stopped paying
interest may or may not be bad and may¥ or mar not actuallr
have to be written off.
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Conclusions

The basic issues with respect to the reporting of loan portfolio
quality are;

- is the method used clear?
- iz the method accurate?

- is the method reasonable and apprepriate?, and finally,
- how good is the loan portfolio?

BRAC's new method of classifying the loan portfolioc - determining
the amount of principal outstanding which is current, late or
overdue - agrees with the recommendations of the Appraisal Team of
last year. Once the process has been completed and the measure of
principal outstanding made consistent with an acceptable

accounting definition, this method will definitely pass the test
of clarity.

As far as accuracy is concerned, this is a matter of auditing or
verification.

Recommendation

The external auditors should verify on a random sample basis the
classification of the lcan portfoclio of several AO0"s and RCP

branches to confirm that the definition that BRAC is uses for each
category had been correctly applied.

Is BRAC's classification reasonable? Is it reasonable for example
to re-finance loans which do not repay within the prescribed term?”
Should these not be called overdue rigdht avay? Section 6.8 of this
report expressed a concern with respect to some examples of
irregular loan repayment records discovered in scme ADs. Are these
loans late or current. Section 5.1.2 mentioned that some VOs had
been dropped from RDP and RCP. It mar be that these defunct VOs
have any loan cbligations outstanding. How are these locans rated?

BRAC and other peer lending corganizations have alwvars argued that
as long as the delinguent borrower is still alive and still in the
village there are means to pressure him or her to repay a loan.
Experience in Bangladesh and other countries around the world has
shown that this can be true. What is required however in order to
collect parments on late loans, to keep them from becoming overdue
loans in BRAC's parlance, is a good information system and
persistent supervision of the late pavers by the PO responsible:
As a further cautionary comment, BRAC should not wait until the
expiry of the longer term loans before deciding if theyr are late
or overdue - it may be too late by that time.
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Recommendation

BRAC should continue in its policy of classifring all loans as
current, late or overdue. This classification should take place at
the expiry of the original locan term or every Year, whichever
occurs first. If a longer term loan is behind on reparments by a
certain amount, say 10% of interest parment due at the annual

review, that loan should be re-classified as late and should
receive additional PO attention.

Recommendation

Each PO should be required to manage the late and overdue portion
of his or her loan portfolioc and BRAC must provide the PO'"s with
the information necessary to perform this task. The PO's ability
to keep the late and overdue loans low or to reduce them over time
should be a2 criteria for promotion.

Recommendation

BRAC should develop strategies for each AD that has late or
overdue loans. BRAC can develep training courses to concentrate
experience with poorer borrowers and to disseminate that
experience to PO's and Area Managers who need assistance.

One area of particular concern discovered during the Review
involves the power tiller program. As discussed in the econcmics
section many of these machines have failed to operate profitably.
It appears that the lcans for these schemes may also be in
trouble. BRAC's present method of classifying lcans - current,
late and overdue - has not caught up with these loans because of
the manner in which current loans are now defined.

Recommendation

BRAC should immediately carry out a special reviex of all power
tiller loans and classifr them according to the recommonded
procedure as current, late or overdue. BRAC will have to Zevelop
a plan specifically for dealing with these lcans including write-
offs if that is the most realistic aprroach.

The final guestion - how 2ood is BRAC's loan portfolie? - can nox,
finally, be add:essed. To re-state the previous summary of loan
gquality BRAC s portfolioc appears as follows:
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by i uality

June 30, 1990
Current Late Overdue
all RDP Area Offices 155.9 6.3 6.4
[92.5%) (3.7%) (3.8%)
all RCP branches 45.2 8.7 0.1
(83.7%) (16.1%) 1(0.2%)
Total 201.1 15.0 6.5

{90.43%) [6.7%) (2.9%)

Assuming that the classification has been carried out accurately
[vxhich will be confirmed by audit) BRAC probably has a loan
portfelio with at least Tk 6.5 million in bad loans. BRAC
management estimates that the total write off this year may go as
high as Tk 11 million. On the other hand, as explained earlier,
these bad loans have been on the books since BRAC began lending in
the early 19B0's and needs to be compared to the accumulated loan
loss provision (Tk 14 million) which the accounting department has
been applying against the total gross lcan portfolio.

Recommendation

BRAC must finally determine what portion of its loan portfolio
should be «xritten off and do so. BRAC must also continue to
accumulate a loan loss provision as a percent of loans advanced
annuallxr and annually should compare the provision against the
write-off. (2% of annual disbursements is still a reasonable

provision each vear - until further experience allows BRAC to
refine this number).

BRAC should have all the information necessary to perform this
task for the first time this yrear, once the year end figures have
been compiled. It is our opinion that the write-off conservatively
applied will not exceed the accumulated lcan loss provision.

It is a matter of practical application in the field that the
borrovers whose loans are written-off do not feel that they can
default on future obligations without consequences. BRAC should in
its owvn best judgement consider all of its cptions with respect to
the loans which will have to be written off, including taking
individual and group savings. Obviously any money that is
recovered on a loan which is written off is pure profit but this
money is very hard to collect. The Area Managers must balance
continuing to trr to recover the loans written off, therebr
enforcing the message that defaulters will not be forgiven versus
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the time that would have to be spent to recover money vhich has
already been considered lost in accounting terms.

The process of identifying and then writing off a defaulting leoan
will force BRAC to take vhatever actions it cam to recover lost
principal and interest. BRAC will have to take concrete action
against defaulting borrowers. In theory BRAC has a number of
options including taking group or individual savings as well as
restricting future loans to VOs and small groups which have
individuals who have defaulted. This is the theory which has in
fact seldom been tested. It would be very useful for BRAC, as vwell
as for external practitioners of micro-credit elsevhere, to have
documented what actually happens in the case of defaulted loans
under a peer group lending program.

Recommendation

BRAC should document the process leading up to the write off of
the loans which have defaulted. This should be a quantitative and
gqualitative summary of how BRAC identified the bad loans, the
amounts of principal and accrued interest involved, the actions
taken by BRAC, the actions and adjustments made by the members

within the VOs and the small groups and finally the amount of
money recovered in the process.

Conclusion

Once the write off process has been completed BRAC will have a
much cleaner loan portfolio and in our opinion a portfolio of verr
quality. It should be re-emphasized that BRAC has alreadr borne
the cost of its bad loans with its loan loss provision. This
provision was created by BRAC in anticipation of the impact of bad
locans on the balance sheet and income statement. In our opinion

the provision is adequate to absorb the accusulated bad loan
experience to date.

7.5.3 Financisl Nanasement Capability

At the time of the Appraisal Mission the issue of financial
management was raised. The Appraisal Mission did not feel that
experienced traditional lenders were required at the operational
level of either RDP II or RCP. Rather it was felt that the
experience of this type of financial manager could best be used at
the Head Office. The Review Mission concurs with this opinion and
sees the need for a senior financial officer within BRAC w«ith
special responsibility for the financing of RCP. The forecas:
volume of members funds and the need at all times 1o earn 12X on
average with these funds while pavying 2% to the members, in order

to meet target profits for RCP alone justifies the having a
financial officer.
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Recommendation

BRAC's senior management should be strengthened br hiring or
training and appointing a financial manager at Head Office. This
of ficer should be responsible for RDP and RCP members’' savings and
for ensuring that the overall availability of funds from all
sources is carried out efficiently. This officer would alsoc be
responsible for the financial budgeting and control for all BRAC's
financial activities.

Recommendation

One of the tasks of the financial officer should be to oversee the
development of courses to be given by the TARC's or MDP first to
the Program Co-ordinators involved with lending, and then to
Regional Managers and Area Managers.

7.5.4 F¥omen as Borrowers and Savers

BRAC accumulates a significant amount of gender based information
with respect to its savings and credit activity. Some of the basic
data available is summarized folloving as of June 30, 1930;

a) membership RDP and RCP - total members 407,977

- 63X are wvomen (up from 61% at
Dec.31/89)

b) borrowers RDP and RCP - women have received 56% of the loans

made to date by BRAC or 58% of the
principal disbursed

c¢) savings RDP and RCP - B7 % of individual savings
accumulated and 67% of group funds
are from women

d) uses of loan proceeds - men use loans for;

- rural trading - 45%
- agriculture - 15%
- livestock - 12%
- irrigation - 11%
- women use loans for:
- rural trading - 8%
- livesteck - 23%
- food process. - 22X
= rural indust. - 7%
e) collective loans - women have participated in 40% of the

collective loan schemes
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The following basic analysis was also carried on data available

Loans to Women as %X of Sectoral Disbursements
Cum.Disb.to Dec. 1989 Disb. Jan-June,1990

Tkm % Total Tkm X Total

Agriculture 9 20 6 5
Irrigation 11 32 6 60
Fisheries 1 20 - -
Livestock 54 66 40 B3
Rural Indus. 15 58 T 78
Rural Trans. 2 13 1 9
Rural Trading 8B 49 39 67
Food Process. 70 96 g 100
Health - - - -
Misc. - - - -

TOTAL 231 35 1035 &9

The proportion of locans gocing to women has significantly increased
over the last six months. The increase, in percentage terms, is
most marked in Agriculture and Irrigation, almost certainly due to
xomen becoming shareholders in the larger schemes such as Power
Tillers and Deep Tube Wells.

bhat conclusions can be draxn from the above data and analysis?
-~ BRAC is clearly committed to getting women involved as

borrovers and has been made significant strides in that

direction over the last six months

- women are better savers than men

- women do not borrower in proportion to their participation

as members

- women are less likely to join a collective scheme

Data with respect to women's loan repayment history is not
available in the June statistical summary for either RDP II or
RCP. It could be inferred that since women are less involved in
rural trading and irrigation than men and since these txo
activities contain most of the overdue loans then women must be

better credit risks than men. This may be true but the analysis is
not particularly impressive.

The problem with BRAC's gender specific savings and credit data
may be that no one has asked a coherent gquestion or set of
qguestions on the subject of women as borrowers and savers. It is
not sufficient to collect data with a gender dimension. First one
must have a hypothesis to test or at least an objective in mind.
BRAC has not been reguired toc demonstrate or prove any particular
theorr or ansver any useful guestion as far as women as borrowers



or savers are concerned. It may not be useful to impose some issue
or theory on BRAC. What may be more useful is for BRAC to develop
its own gender issues with respect to savings and credit. This
perspective and the resulting need for data to test or prove
specific theories should be one of the areas of management of the
Women's Advisory Unit proposed in Section 8.

7.6 The Impact of Inflation on BRAC's Performance Targets

Inflation has not been taken into consideration in the comparison
of the targeted results for loan portfolic outstanding for 1990
because BRAC has not revised its standard loan amounts since the
plan for RDP II and RCP were prepared. In other words the target
figures that BRAC was wusing during 1990 for loan size,
disbursements and loans outstanding were those set in the plans
for RDP II and RCP in 1989. By the time of the next review of
BRAC's savings and credit performance BRAC will have adjusted the
size of the loans to members to compensate for inflation. The

targets will have to be inflated by the end of 1991 to obtain a
true comparison at that time.



B. MANAGEMENT

8.1 MANAGEMENT STRUCTURE

A description of BRAC Programmes, Departments, Companies and
Semior Staff is contained in Section 3 of this report. The only
area on which the Review Team offers comment on the structure is
the relationship between sectoral programmes (poultry, livestock,

sericulture, fisheries, etc.) and the RDP/RCP field structure,
vhich is described in detail in Section 5.2, above.

Each Area Office under RDP has a number of general POs,
responsible to the Area Manager, wheo in turn reports to the RDP
Programme Coordinator. Sectoral POs serve both RDP and RCP, and
may be physically located at area offices or at a regional
office. Responsible to the Regional Manager, they are
coordinated by Dhaka-based sectoral specialists. RDP is
significantly larger than RCP and has eight Regional Managers,
whereas the RCP Programme Manager effectively handles the role of
Regional Manager. Because the ten RCP branches are very new, the
coordination of, or the relationship between sectoral POs, other
regional inputs and Dhaka is not a problem, however as ECP
expands, new structures will have to be developed. This is
discussed further in Section 6.2, above.

On the question of decentralization, BRAC has made progress in
the past year by expanding its field structure from six to eight
regions, and by moving five of its regional managers {rom Dhaka
to the field: Pabna/Natore, Jessore, Manikganj, Jamalpur/Sherpur,
Rajbari/Faridpur. There is also a regional office in Rangpur, but
the RM, who is also responsible for Narsingdi, is based in Dhaka.

The Mymensingh/Kishorganj and Sylhet/Comilla Regional Managers
repain in Dhaka.

8.2 MANAGEMENT JIXNFORMATION
8.2.1 Planning and Communicatjon

The Review Team considered BRAC's work planning and
communications procedures and systems at field level in some
detail. Each PO has a weekly workplan, broken down into a daily
itinerary and targets which can be discussed each morning with
the Area Manager. These workplans will become more formalized in
the near future «ith the institution of a PO's 'Supervisory
Checklist for Credit'. The checklist, recently tested in three
RDP branches, standardizes the checking and the recording of
information accerding to the maturity of an area branch.

Each Area Office conducts a weekly "Thursday Meeting' of all Area
staff to discuss the previous week's activities, problems, new
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looked in any depth at this Programme and is not therefore in a
position to make any assessment of its demands on BRAC's
management capacity.

In our view, therefore, whether the donors endorse BRAC's request
depends almost entirely on whether the donors are willing to make
the additional Taka funds available. According to BRAC's and our
calculations, at the present rates of exchange the necessary
funds are indeed available, with a margin to spare.

Subject to the reservations expressed above, we therefore
recommend that the donors approve the requested budgets for 1590
and 1991. Approval for 1992 is not necessary at the present time
and might perhaps be re-considered at the next doner meeting in
mid-1991 in the light of BRAC's progress in implementing the
revised plans and the relevant exchange rates at that time.

7. Donor Follow-Up

Throughout the Review, the Team received unstinting cooperation
from BRAC staff. Senior and middle management in particular have

given generously of their time in discussions and in assembling
all the data we reguested.

In considering any additional, special reviews which might be
commissioned, donors will be aware of the further burden such
reviews will place on BRAC staff. It is therefore suggested that
donors should seek to enhance and strengthen BRAC's own capacity
to carry out monitoring, evaluation and impact studies. If
independent consultants are necessary, wherever possible
Bangladeshi talent should be deployed.

The report makes suggestions regarding further review and impact
studies in the fields of institutional development, Non Formal
Primary Education, the BRAC Bank, and field-based computer loan
monitoring and reporting.

The Team summarizes forthcoming reviews, studies and evaluations,
and suggests that donors might consider reducing, or better,
eliminating the RCP Mid-Term Evaluation. RCP will be covered in
the 1991 Annual Review and will alse be the subject of two
further inputs if the above proposals are accepted.
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developments, and the plans for the coming week.

Regional Meetings are organized on a monthly basis by the
Regional Manager and include all Area Managers and sectoral POs
in the region. In addition to planning and performance review,

these meetings are a regular opportunity for communication
between the field and Dhaka.

Field-based Regional Managers meet with their Dhaka-based
Programme Coordinater on a monthly basis, and there are

quarterly inter-regional meetings conducted by each Programme
Coordinator.

Despite an almost complete absence of telephones in BRAC field
offices, communications appear to be good. In addition to its
formal management information systems, frequent staff training
programmes, a regular staff nevsletter, and the prescribed series
of meetings, there is a great deal of travel within the system.
In addition to the daily activities of the gram shebok/shebika at
village level, each PO makes regular village visits, and most

Area Managers visit each of the villages in their area once every
couple of months.

Travel and travel costs are kept simple by a basic, uniform
system. Gram sheboks/shebikas travel by rickshaw or by bicrycle.
The same is true for POs during their probationary vear. After
confirmation, POs are provided w~ith a motorcycle on a hire-
purchase basis and are provided with a flat rate for operational
and maintenance costs.! This effectively removes the cost of
regulation and maintenance from BRAC managers.

The workload of the PO and Area Managers is heavy. Work often
begins at 6 a.m. and ends after dark, with a short break in the
afterncen. Expansion of programmes, therefore, is not carried ocut
by adding to this workload, ~hich has been developed on a
sYstematic basis over a period of years. Expansion 1is handled br

the hiring and training of additional staff, as discussed in
Section B, below.

8.2.2 Monitoring

Although performance to target, both gquantitative and
gqualitative, is of interest to BRAC's external supporters, it is
perhaps more important to have assurance that BRAC itself is well
informed about the gualitative and quantitative achievements of

! The cost of the motorcrycle is deducted from the salary in
48 monthly installments; Tk 2 per kilometre is provided for the

first 500 km in & month, and Tk 1.5 for each subseguent
kilometre.
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its programmes. In other words, BRAC should have clear reporting
systems which validate its work and which provide an early

warning system to different levels of management if and when
things start to go wrong.

BRAC has a complex and detailed financial and activity reporting
srstem which is compiled at the area level from village records,

and which is reviewed by the Regional Manager before forwarding
to Dhaka for consclidation.

In 1988, BRAC established a Monitoring Cell which aimed, in part,
to simplifyr and streamline the MIS. This was still wunder
development at the time of the 1989 Appraisal, which noted the
importance of developing output indicators, especially those
related to institution building and social change. Such
indicators will help to distinguish weak VOs from stronger ones,

and should lead toc better targeting of interventions and
corrective action vhere required.

Since the 1989 Appraisal, the Monitoring Cell has become a full-
fledged department, slthough the staff complement remains small.
Reporting forms have undergone a further series of revisions and
testing, with the focus so far on credit and institution
building. The creation, testing and institutionalization of a
weekly credit recovery report for POs and Area Managers is
particularly useful. The management of financial information has
been discussed in detail in Section 7, above.

Perhaps the most important development has been the creation - in
consultation with field workers - of 30 village indicators
covering delivery, organization, social and health aspects as
well as savings and credit. Each of the indicators has been
grouped as to input and output, and weighted in order to
determine the guality of the village organization.

The results, discussed in Section 5.11 above, demonstrate that
BRAC has developed a system which can uncover weaknesses. The

s¥stem is being further refined, and will be introduced this rvear
on a system-wide, guarterly basis.

Since April 1990, the Monitoring Department has deploved a
Programme Organizer with special responsibility for monitoring te
each region. In addition to regular monitoring and reporting,
these individuals will work on more detailed, special reports
aimed at determining the gquality of BRAC inputs and achievements. -
Three useful studies, noted in the June 1990 Report, have been

completed since April on the implementation of revised credit
procedures.
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8.2.3 Research

Although the Research and Evaluation Division has not focussed on
management issues per se, many of its studies have provided
useful information for management purposes. The Reviex Team was
favourably impressed with RED studies which report on negative
and potentially contentious issues. From a more generic point of
view, the new Management Development Programme should alsoc scon
begin to take an active role in research into management issues.

8.2.4 Managesent Informatjon Svstem

A problem perceived by the Review Team is not the quality of
BRAC's plans -and reports, but with the connection between them.
Basically, BRAC generates three types of report:

- accounting and financial reports;
- statistical reports;
- narrative reports.

¥hile all are generally of very higch gquality, and improvements
can be seen between the 1989 Appraisal and the current mission,
there are areas of overlap between the three, and there are gaps.

Overlaps

One overlap occurs between the Monitoring Department and the
Accounting Department, which are still working out a common
definition of loan portfolio cutstanding and interest earned. The

result is that each department presents different information on
loan portfolio and interest.

Apart from the confusion that mismatched overlaps can cause, thevy
add to the vorkload of Area Offices, where emphasis on field work
rather than reporting should be the order of the day. Every
effort should therefore be made to reduce the reporting burden on
the field, and to avoid duplication and overlap.

Gaps

Perhaps the most serious problem in the MIS, in the view of the

Review Team, is a gap betveen the budget structure and some
financial reporting, and a lack of integration in the reporting

system between activities and spending. This manifests itself in
twvo problems:

al i w
for which the Credjit was LUsed

As noted in Section 7, reporting on loan recovery has
improved. ¥hat the reports do not easily reveal, however, is
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b)

the guality and effect of a particular loan. For example the
fact that loans for power tillers have been largely
unsuccessful is not reflected in loan statistics, and can
only be determined through discussion at the Area Office

level and by detailed scrutiny of a series of ledgers and
reports.

Similarly, it would be wuseful to know more about Deep
Tubewell Loans, at least in a general and consolidated
sense, by region and nationally. How many BRAC DTWs have
broken even, or made profits? Why¥? Are rields around BRAC
DT%s greater than for others in the area” These questions

and others are covered in some detail in Sections 6.7 and
6.8.

The Review Team is not suggesting a major revamping of the
reporting system, but the inclusion of some additional loan-

related ocutput indicators in the list that has been recentlr
developed.

Because the BRAC approach to programming is a drnamic one,
based to a certain degree on natural growth and evolution
rather than rigid blueprints, there is currently a problem
in relating some progranme activities to programme
expenditure, as well as to earlier plans and budget. As
reality moves further from an original plan, and shere
activity and financial reports g0 their independent wars,
closing the loocp between vwhat has been learned and the

development of the next plan and budget becomes more
difficult.

For an organization with a2 limited number of cost centres
and 2 simple programme of activities, the problem will not
arise. A plan to purchase 50 cowxs at Tk 5000 each can be
easily reviewed at any point during the year by getting out
the financial and activity reports and comparing them,
vhether or not they are designed for ready cosparison.
Problems can be detected quickly and rectified.

Within BRAC, the exercise is much more complex. Take, for
example, skill training. Assume that the plan and budget
have been carefully constructed, and have taken into account
both the need for a certain mix of training activities, and
the teaching and physical resources necessary to achieve the
goal. At present, the reporting srystem, as with the cow
example, reports on both spending and sctivity. The spending
is not readilvy cosparable to the budget, however, and
activity progress is not readily comparable to spending.

101



If the training activities and the number of trainees change
las they havel, or if the number of courses changes (as it
has), and if the cost of altered courses differ ‘rom one
discipline to the next (as they do), one is left with a
programme that differs increasingly froam the original, and
a difficult problem in relating budget, spending and
achievements. At any given point in the year, spending
performance may be easy enocugh to determine, but the
activities it relates to are much harder to determine.

This is precisely the case with skill training in RDP this
vear ([described in Section 5.5). In gross terms, at
September 30, 37,252 pecple had received training against a
target of 32,191 for the entire rear. This represents an
apparent 69% over-achievement of target for the peried,
vhile the budget for the period was cverspent by only 9%.
¥hr the large discrepancy? It can perhaps be accounted for
by careful but ad hoc calculations done once or twice, or
many times during the year, increasing the number of
trainees, but reducing the number of training dars
accordingly. Or it may be the result of over-budgeting in
the first place. Or it may just be good luck.

The difficulty is that BRAC's srystem at present doesn’t
reveal the ansver easily. This presents a problem of one
sort for external reviewers, and another for senior
management. In more complex areas (such as skill training)
the external reviewer makes an informed guess as to wvhat has
actually happened. But unless senior managers (and area
managers) know what is happening as it happens, unless there
is some sort of early warning system that ties activities to
budgets in the reporting system, the same thing can happen
in reverse, bottlenecks can develop in the srstem (e.g. a
backlog of trainees waiting for TARC space), or budgets 'on
target' may represent badly under-achieved activity targets.
If the reasons aren’'t clear, the budget planning process for

next year ¥ill not be properly informed by the lessons of
the current year.!

Management by Activity

There are a variety of straightforxard solutions to the problem.
Using a management-by-activity approach, a budget is prepared
against each activity or set of activities. Then, a cash-flow
projection is done against each one, along with an "activity-

! An excellent example occurred during the Review Mission
vhen the XFPE budget was being recalculated. Using seneral
calculations instead of actual costs during the year, the total
expenditure for 1990 vas under-estimated by approximatelyr Tk 10 millien.
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flow'. Using a bar chart or graph, spending can be tracked on a
monthly, or quarterly basis against activities. If 50X of the
budget is gone and only 25% of the activities have taken place
during the projected period, the problem can be spotted quickly,
end adjustments can be made. The system can be detailed-
reaching down to individual cows and hundreds of taka at, say an
Area Office. Or it can be aggregated into much larger budget
heads, as reguired. At the end of the year, or at any point
during the year, the accuracy of the plan, or the adjustments
required will provide a reasonably clear historical picture of
vhat happened, so the next budget is built on the lessons.

Basically, the budget, implementation schedules and reporting are

tied together, using common terminology, numbering and formats.
Schedules include:

- a work breakdown structure for each major programme
activity, such as NFPE or REP; the codes established here
will be used throughout the financial and narrative
reporting syrstem;

- an implementation schedule for each major activity;

- an activity schedule for each major budget head within the
work breakdown structure;

a multi-year budget in which the current year is broken into

qguarters (this flows easily from the implementation and

activity schedules);

- Pprogress reports

An example of how such a system might be set up for the Non-
Formal Primarvy Education Programme, with sample schedules, is
contained in Annex 10. A sample status report is shown below, in
order to underline the importance of a system vhich can easily
demonstrate activity and budget performance.

Progress Reports contain a narrative, with the

following
information:

progress achieved against wvhat was planned;
- variances from planned schedules and budget;
- problems encountered and action taken or recommended.

A gquarterly activity report, with achievements against the

targets contained in activity schedules, is compiled. The status
report, however, follows the original budget format:
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This report (which wuses imaginary figures) reveals several

things:

spending, is well behind schedule;
there is an under-achievement in staff training

teachers' workshops, 75% completed, but with only 56% of the

budget spent, may have been over-budgeted;

- as a wvhole, the training budget may be high, as 47% of the
activity has been completed but onlr 33% of the budget has

been utilized,

8.2.3 Conclusjon

Although BRAC's Management Information Srstems are still
undergoing development =and testing, significant and very useful
improvements have been made, in line with and exceeding
recommendations made in the 1989 Appraisal Report. BRAC

activities at all levels are extremely well documented.

An area of weakness in the Management Information 5rstt-.

however, is the integration of plans, budgets and reports.

At area, regional and national levels, two improvements could be

introduced:

= addition to the newly developed list of output indicaters,
indicators relating ta the quality and productivity of
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certain types of productive loans (e.g. Deep Tubewells and
power-tillers);

- better integration between budgets, activity and financial
reports.

Recommendations

It is recommended that for the coming year, BRAC attempt to
develop an integrated budget and reporting format, combining
quarterly activity and financial progress for at least two
programmes. The srstem would be operated on a trial basis.

It is further recommended that until the approach has been tested
and adopted, gquarterly narrative reports should contain a
schedule of progress by activity, and financial reports should
indicate spending in relation to budget.

B.3 PERSONNEL
8.3.1 Background

The 1989 Appraisal gave the issue of personnel management enly
brief coverage, recommending that it be more closely examined
during the first Review Mission. Concern was expressed in some
quarters, however, about BRAC's ability to recruit, train and
retain an appropriate complement of staff required for the
planned expansion. It was suggested in the Appraisal Report that

the desirability of creating a personnel division should be
revievwed during the first Review Mission.

Hitherto, personnel management has been the direct responsibility
of the Executive Director. Since the 1989 Appraisal, however,
BRAC has reorganized the personnel department. A manager has been
appointed and at the time of the Reviex Mission, she was

undertaking & one-year personnel management training course at
Manchester University.

It should be noted, however, that BRAC has a detailed and
comprehensive personnel policy manual vwhich covers conditions of
service, discontinuance of service, leave and holidays, service

benefits, disciplinary procedures, performance reviex and
benefits.

8.3.2 Recruitment

BRAC has three important staff categories. The first, the Gra=
Shebok/Shebika, is the basic village organizer. Because these
individuals are recruited and posted locally, and because most
of their relevant training is provided by BRAC, recruitment and
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retention of people in these positions has not been problematic.

The most critical position within BRAC, and the most difficult to
fill adeguately, is the Programme Officer (PO).}! These
individuals are BRAC's professional interface between its
objectives and its village-level . activities. In addition, it is
from this level that all RDP Area Managers, all RCP Branch
Managers, all TARC trainers, all regional and senior managers are
dravn. Xo appointments to higher positions are possible until an
individual has gone through a period of work as a PO

All POs are graduates, and those in the higher salary levels
hold masters degrees. In each area office there are a number of
general POs reporting to the Area Manager. There are also
professional POs for {fishery, 1livestock, sericulture, poultrr,
XFPE and other sectoral areas, as demanded by the area's
programme makeup and maturity.

BRAC has ne difficulty in attracting applicants for PO
positions. Recruitment is done by newspaper advertisement and

appointment is usually made within three dars of a written test
and interview.

On average, a newvspaper advertisement can draw as many as 3000
applicants. These will be reduced to about 1000 vwho will be
given a written test. Of these, about half will then be given an
interviex. In anticipation of a 40% dropout rate during the
probationary vyear, 70 «ill then be selected for training and

deployment, in the expectation of 40 confirmations after a rear
in the field.

For =all employees, the {first year with BRAC is provisional.
Folloxing an orientation/training programme, the PO is posted to
an Area QOffice. In the case of men, the appointment is usually
some distance from their home district in order to aveoid
pressures of family and friends. In the case of women, the
appointment is usually to a district adjacent to their home - far
enough away to avoid family pressures, but close encugh, in
theory, to allow for occasional home visits. During the

probationary vear, the novice PO has a perscnnel appraisal every
three months.

A third critical staffing position is the Area Manager. In RDP
these have increased at twice the rate planned during 1990. Ten
branches were transferred to RCP in January, 1990, and t is

proposed that tventy new HRDP branches, rather than ten, be ;

! Depending on qualifications and experience, a FC may
enter BRAC at salary Level 1II (basic scale of pay Tk 1025-
1850/m); some POs mayr reach Level V1 (Tk 2000 - 3630/m).
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opened.! This has meant a net increase in Area Managers of 20
during 1990. In all cases Area Managers are drawn from PO ranks.
The more mature the Area, the more experience the Area Manager is
likely to have. This was borne out, for example, in 8 RDP and RCP
offices visited by Team Members in Natore and Pabna:

Branch Maturity Area Mgr's BRAC

Experience
Bera RDP Year 1 (1989) 3 yrs
Putia RDP Year 1 (1990) 4 yrs
Natore II RDP Year 2 (1989) 5 srs
Natore I RDP Year 2 (1987) S rrs
Boraigram II RDP Year 2 (1989) 6 yrs
Atghoria: RDP Year 4 (1980) 9 vrs
Pabna RCP {1990) 6 srs
Chatmohar RCP 11990} 9 vrs

8.3.3 Personnel Complement

The 1989 Appraisal noted that the expansion of staff in the PO
grade would be the most critical element of staffing for the
vears 1990-92, with an estimated increment of 151 in 1990, 117 in
1991 and a further 104 in 1992, BRAC's own planned induction
figures were higher: 180 for 1990, 205 for 1991 and 203 for 1992.
Of these, 40% might be expected to drop out in the probationary
vyear, so actual net requirements for RDP would be lover. The
further expansion of RDP by ten additional branches in 1990 land
also in 1991 and 1992) therefore increased the demand for the
deployment new POs in 1990 to something in the order of 230.

The crude number of PO-grade staff (levels III - VI) increased
betveen October 1989 and October 1990 from 398 to 665. If BRAC's
estimated attrition rate of 40X during the probaticnary rear is
correct, the increase of 267 could drop to 160. With a further
intake and deployment of over 100 PO level staff planned for

November 1990, the requirement for the rear should be met without
serious difficultyr.

8.3.4 Turnover

At Gram Shebok/Shebika level, the confirmation rate following the
probationary vear is in the area of 75-80%. In an effort to
decrease the turnover rate, BRAC plans to introduce a number of
improvements in their terms of service, starting in January 1991:

! The increase {is a reversion to BRAC's original 1989 pilan,
which was reduced because of budgetary constraints. The budgetary
implications are discussed in Section 10.
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2. INTRODUCTION
2.1 BACKGROUND

In January, 1989, a number of interested donors met in Dhaka ta
consider BRAC's proposals for a major expansion of its activities
in Bangladesh. This meeting led to a detailed appraisal of these
proposals by an independent team of consultants in April, 1989,
jointly funded by ten donor agencies. This in turn eventually
resulted in a decision by nine donors, acting as a consortium, to
contribute a total of some USS 50m towards BRAC's proposals - now

known as Rural Development Programme (RDP) II and the Rural Credit
Programme (RCP).

Since its formation, the 1local representatives of the donor
consortium have met regularly in Dhaka. In order tc ensure timely
disbursement and proper use of the donor funds, and effective

implementation of the Programmes by BRAC, the donor consortium
decided at an early stage:

- to establish a Donor Liaison Office in Dhaka

to retain independent external auditors to undertake specific
auditing tasks determined by the donor consortium

to retain a permanent core team of four members to carry out
an annual review of progress of RDP II and RCP.

to commission special reviews of specific issues as considered

necessary by the consortium or as recommended by the review
team

The Xovember, 1383, meeting of the denor consortium agreed that
the first visit of the annual Review Team should take place in
November, 1990. This was confirmed at the consortium meeting of
Mar 3rd, 1990, the broad objectives of the review being to:

1) assess progress made in the field against the targets and
goals defined in each of the programme plans

2) recommend adjustments in the programme plans as necessary

3) provide an early warning system with respect to future targets

and goals

4) assess the balance being struck between the pursuit of
economic and social goals

It was further agreed that the main fields of attention of the
Review Team should be: rurazl development; small enterprise
activities; RCP (BRAC Bank) operations; and management. Items of
particular concern included: the process of transition from RDP to
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group insurance, provident fund, housing allowance, medical
allowance.

Among probationary POs, however, the dropout rate is hich (40%
for men and 50% or wmore for women!). The dropout rate is
explained by 2 number of factors. The f{irst is that for manv
voung graduates, work in an NGO is regarded as second-best, and
if another opportunity arises, many will take it. A second reason
has to do with BRAC's work ethic and field-based working
conditions, which are more rigcrous than in government and much
of the private sector.

A third may have to do «ith the remuneration offered by ERAC.
Although BRAC's wages are currently competitive vith government
at the entry point, the overall wage and benefit package (when
combined with the issue of job securityr) mar be less attractive
than it seems at {first glance. BRAC makes annual provision for
inflation and has a standard policy of merit increments as well,
but with an anticipated forthcoming 30% increase in governament
wages, BRAC employees may actually find themselves falling

behind. This will have budgetary implications for BRAC during the
coming 12-24 months.

An area of more important concern to BRAC is the loss of mid-
level and senior managers long after confirmation. The departure
of trained, experienced pecple to the private sector and other
development agencies «hich payr considerably higher salaries is
worrisome. BRAC cannot simply double its remuneration package,
however attention is now being given to the idea of developing a
longer term benefits package, vwhich might include the provision
of low interest housing loans. Although probably bevond the scope
of the current budget, this «ill be an important factor for
consideration in the development of RDP 3 in 1992.

8.3.5 ¥omen

The 1589 Appraisal made reference to the relatively low number of
professional women within BRAC. Steps have been taken during the
past year to address this issue, the most striking of which has
been the emphasis on the recruitment of women to Programme
Officer positions. 75% of all PO recruits in the first half of
1990 were women. In addition, women field workers in the Child
Survival Programme, hitherto project staff engaged on a contract
basis, are currently being upgraded to permanent PO status for
the nex Women's Health Development Programme.

! In actual fact, the dropout rate for wvomen is somewhat
theoretical as there were only two women working in RDP at
Levels III-VI in July 1989.
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As a percentage of BRAC's emplovees (4207 at Oct 14, 193%0), vomen
numbered 975, representing 23% of the total. This number is
somevhat misleading, however, as 431 vomen were in the category
of non-regular project staff, and a further 278 were part-time
project staff.! More informative numbers may be found in an
analrsis of specific job categories, and in trends over time.

Over the past 12-18 months, the {following changes have taken
place:

- as a percentage of the total, the rate of appointment of
wvomen to all grades within BRAC has risen from 2.4% in 1987,
to 28% in 1990:2

- in the important Level III-VI category as a whole, the
number of women (confirmed and unconfirmed) has risen as a
percentage of the total from 2.4% in 1989 to 10.2%X at Oct.
30, 1990. In real terms, this is an increase from 32 women
to 179, representing a growth factor of almost 6;

= within RDP the change is more striking: in July 1989 there
were only two women (or 0.5% of the total) at levels III-VI.

At end October 1990, the number had increased to 113, or 17%
of the total.

Although all interviews and tests for male employees are carried
out in Dhaka, interviexs and tests for women are carried out in

three different cities in order to reduce the travel difficulties
faced by female applicants.

In addition to interviews with several probationary women POs,
Review Team Members had an opportunity to discuss the issue of
women in BRAC with a group of long-time BRAC women CSP workers.
The relatively higher dropout rate for wvomen staff is explained
by a number of things. Some factors, such as marriage or family
concerns may be beyond BRAC's control. Some women undoubtedly
underestimate the social and physical difficulties of the job.
For example, manry of those interviewed by the Review Team talked
about loneliness, and about the problem of travelling to the

village by bicycle. Some women overcome the problems this
presents for them; some do not.

! It has been suggested that an inordinate number of part-
timers are women, and that this status is a bloeck to their

promotion. Part time employment may actually allovw some women to
take employment and manage a family at the same time. In any
case, it is not a block to promotion, as virtually all important
promotion is made from the P.0. ranks, vhere part-time emplovment

does not arise. This report therefore concentrates on women at
the P.O. level.

2 All 1990 figures are for the period Jan 1 - Oct 31.
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Some of the problems are within BRAC's control, and are being
addressed. Unlike men, who are usually and deliberately posted to
an area that is not close to their home village, women are posted
closer to their families so that travel problems and isolation
are reduced. Women are now normally posted in pairs,
preferably in groups of more than two,
learve, those remaining have company.

Oor more
sc that wvhen one goes on

8.3.6 Personnel Appraisal

A rigorous personnel appraisal procedure is carried out everry
three months for all probationary workers. In theory, this is
followed by an annual appraisal of each worker by his or her
immediate supervisor. In actual fact, the annual reviews seem to
be conducted on a less frequent basis.! Completed review forms,
which are apparently not shared with the worker concerned, are
all forwarded to Dhaka. Because copies are not kept at the
worker’s job 1location, most managers outside Dhaka have few
points of reference, except memory, when conducting a personnel
review., Where there is a nevw manager, this makes continuity in
performance appraisal difficult.

8.3.7 Personnel Training

BRAC has an ambitious programme of upgrading and training for
all emplorees. Training is conducted at BRAC Training and
Research Centres (TARCs), and at other institutions in
Bangladesh, and abroad. Training within the TARCs (described in
Section 5) has developed considerably in variety, quality and
scope in recent vears, but in many cases, record has not been
kept as to vhat training employees have had. This is currently
being rectified through the introduction of a surveyr which will
become a permanent record of each employee's training and which

¥ill form the basis of a more regular programme of training and
upgrading.

BRAC's devotion te higher studies for its employees is
impressive. At the time of the Review Mission, 37 staff were on
training programmes abroad, including one taking a Masters of
Public Health at Harvard, and one taking a masters degree in
business administration at the Asian Institute of Management.
These external studies are funded in most cases outside the core
BRAC budget, by donor agencies such as the Ford Foundation, the

I The number of actual personnel files examined was too
small to form a firm conclusion, however on average these
indicated that once confirmed, an individual =may not have a
further appraisal for as much as five years.
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British Council, the Dutch Government and, in some cases, by BRAC
itself.

Perhaps the most important development for BRAC's panagement over
the past twelve months, however, has been the startup of the
Management Development Programme (MDP). The purpose, targets and
achievements are discussed in Section 5. Of critical long-term
importance, is the quality and tone vhich the MDP w«ill bring to
BRAC management. In its early rears, the MDP will concentrate on
upgrading BRAC's mid-level and senior RDP and RCP managers
through exposure to ideas and concepts that were hitherto
generally available only outside Bangladesh. Already a number of

courses have been developed and tested, and modules created which
focus on three aspects of managsement:

= technical competency:
- human behavicral competency;
- conceptual and analrtical competency

The latter two, often ignored or underplaved in Bangladesh
management training, place new and special emphasis on
motivational development and value creation.

The Reviexw Team was impressed with the nex emphasis being given
to value-based training and discussion in all VOs, both RDP and
RCP. POs have already, or soon will undergo training in values
and issues.! In addition, BRAC has recently produced an
impressive and comprehensive, 300-page «orkbook - Desh, Ehal.

Shomaj ('The Country, The Times, The Society') for use by POs in
this training.

8.3.8 Conclusions

Recruitment of qualified staff is taking place at =& rate in
accordance with or in excess of planned requirements. The effort
to recruit and retain qualified women at the PO level, from
which all management appointments are made, has been very good
over the past rear. If the current rate of fesmale recruitment
continues, the imbalance in favour of men could be largely
correcled within three or four years. Given the number of female
PO appointments, BRAC should also be able to anticipate the

appointment of the first female area managers vithin the next two
rears.

! For example: dowry, polygamy, early marriage, divorce,
education of children, health and nutrition, discipline and

corruption, family planning, discrimination against women,
religious misbeliefs, exploitation.
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While the high dropout rate of probationary POs may be costly,
in the view of the Review Team, it is probably a necessarv and
important cost of doing business for BRAC. The rigorous system of
testing {interviews, «ritten tests, performance reviews and
probationary period) «eeds out inappropriate individuals before
they become problems. As a result, BRAC has a high number of
qualified, experienced and committed individuals.

The rapid expansion means that for the next two or three yvears, a
relatively high number of mid-level managers will be new and
inexperienced. This underlines the importance of BRAC's

management training programmes, an area vhich has undergone both
expansion and improvement over the past year.

Recommendation

Greater attention should be paid to regular performance
appraisal. This could make career opportunities within BRAC
clearer, but more importantly, should enhance work performance,
Copies of personnel appraisals should be kept by a worker's
immediate supervisor for purposes of continuity. Jonsideration

should be given to the idea of shariug the appraisal with the
individual concerned.

6.3 CAPITAL EXPENDITURF

Except for the limited purchase of stationerr, office and
treining supplies and incidentals at branch and regional level,
very little expenditure takes place beyond the scope of BRAC's
Dhaka-based Logistics Department.

Except for major construction projects, such as the new building
at Rajendrapur or the forthcoming Dhaka construction, BRAC does
its own design, purchasing and contracting work in relation to
its construction requiresents. Construction efforts are supperted
br a small]l cadre of professional engineers [(Ref. Annex 4.2).

Authority levels and procedures for capital expenditure, the
purchase of supplies, equipment and construction materials is
clear and straightforward (see details in Annex 11).

BRAC maintains a surprisingly small fleet of 22 vehicles,! all
of vhich operate on a pool basis under the control of the Dhaka
Logistics Department. Xo vehicles are assigned on a permanent
basis to any department or to any field office outside Dhaka.

1 These include &8 field Jjeeps, 4 micre buses for staff

transport, 2 ‘'mini-micro buses', 2 larger 'coaster' buses, 3
pickups and 4 cars.
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As noted in Section 8.2.1, motercycles are allocated on a need
basis to confirmed staff at PO level and above through a hire-
purchase system, which basically removes the responsibility for

maintenance and the onus of running costs (including petrol) froam
BRAC.
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9.1 : C CONCLLU ; - 5 5
9.1.2 Backsround

The location of this section in the report and its brevity is not
a reflection of its importance. Basically, it represents a

summary of the main points contained within other sections of the
report dealing with gender-related issues.

The importance of BRAC's work with vomen is obviocus, even teo the
most casual observer. Enrollment in BRAC NFPE schools is
deliberately biased towards girls, vho make up approximately 70%
of the students. BRAC's Child Survival Programme is currently
evolving into &2 more comprehensive health programme targeted at
women. BRAC's Income Generation for Vulnerable Group Developament
Programme is exclusively targeted at the weakest members of
Bangladesh's female community. The newly expanded para-legal
programme and issue-based training focus to a large extent on

gender-related issues such as dowry, early marriage, female
inheritance and violence against women.

9.1.3 Yomen as Savers and Borrowers

As noted in Section 7, of all RDP and RCP group members, 63X are
women f(up from 61% at Dec.31/89) In RDP and RCP women have
received 56X of the loans made to date, and 58% of the principal
disbursed (up from 44X at Dec. 31, 1988). Of total savings in RDP
and RCP, 67% represents fuuds accumulated by women.

The proportiza of loans going to women has significantly
increased uver the last six months. The increase, in percentage
terms, is most marked in Agriculture and Irrigation, almost
certainly due to women becoming shareholders in the larger
schemes such as Power Tillers and Deep Tube Wells.

9.1.4 Somep opn Staff

As noted in Section 8, the 1989 Appraisal made reference to the
relatively lox number of professional women within BRAC. Steps
have been taken during the past year to address this issue, the
most striking of which has been the emphasis on the recruitsent

of women to Programme Officer positions. 75X of all P.0O. recruits
in the first half of 1990 were women.

114



Over the past 12-18 months, the following changes have taken
place:

- as a percentage of the total, the rate of appointment of
wvomen to all grades within BRAC has risen from 2.4% in 1987,
to 28% in 1990;!

= in the important Level III-Vl category as a vhole, the
number of women (confirmed and unconfirmed) has risen as a
percentage of the total from 2.4%X in 1989 to 10.2% at Oct.
30, 1990. In real terms, this is an increase from 32 women
to 179, representing a growth factor of almost 6;

= within RDP the change is more striking: in July 1989 there
were only two women at levels 1II-VI. At end October 1930,
the number had increased to 113, or 17% of the total.

If the current rate of female recruitment continues, the staff
imbalance in favour of men could be largely corrected within
three or four years. Given the number of female P.O.
appointments, BRAC should alsco be able to anticipate the

appointment of the first female area managers within the next two
years.

9.1.5 Observations

BRAC's efforts to improve the role of women in society are highly
comsendable. Progress made on a number of issues over the past 18
months has been excellent.

The Review Team is of the opinion that BRAC could consolidate
many of the gains and build on them if it were to develop a
professional Women's Advisory Unit at Head Office. Such a unit
might have a dual mandate. Its first role would be to add a

professional 'second opinion' on gender-related issues tTo all
BRAC programming efforts.

For example, as noted in Section 7, & perceived probles vith
BRAC's gender specific savings and credit data is be that no one
has asked a coherent gquestion or set of gquestions on the subject
of women as borrovers and savers. It is not sufficient to collect
data with a gender dimension. One must have a hrpothesis to test
or at least an objective in mind. BRAC has not demonstrated or

proved any particular theory as far as women as borrowers or
Savers are concerned.

t¥hile it mar nmnot be useful for outsiders to impose an issue or
theory on BRAC, it would be useful if BRAC could develop its own
gender issues w«ith respect to savings and credit. A Women's
Advisory CUnit might ~ork «ith the Research and Evaluation
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Division, or the Monitoring Department to develop an appropriate
set of indicators, or a study to ansver such questions.

Similarly, as noted in Section 6, The Monitering Department and
RED should ensure that they have an ongoing complementary
programme to monitor and assess the economic impact on women of
different activities in different environments. The charge that
BRAC and other XGOs exploit female labour in their income

generating schemes is not wuncommon. The facts should be known,
published and widely disseminated.

A second role for the unit would be to advise senior management
on gender-related issues within the management of BRAC. With the
hiring of more professional women for important field positionms,
new problems and opportunities will arise, some of which will
require care and sensitivity in their resclution. A wvomen's
advisory unit, with a senior management advisory sandate, could

be of great assistance to managers as the role of women within
BRAC evolves.

9.1.6 Recommendation

BRAC should consider the possibility of establishing a Women's
Advisorry Unit, with responsibility for mdvising senior management
on gender-related issues in programming and management, and for
providing professicnal suppeort to female emplorees.
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10. BUDGET

10.1 It J ON

During 1989, BRAC's original proposals to doners for funds for
RDP 11 and RCP (then the BRAC Bank)] were modified twice. First
there was the Appraisal of April, 1589, which resulted in cuts -
largely in the training and management development facilities-
then later in the year, the withdrawal of SDC which led to
cutbacks in RDP. The agreed RDP II and RCP budgets and the
contributions from the present donor consortium were finalised in

late 1989, the total combined budgets for the two programmes
being USS 49 million.

10.2 CURRENCY CHANGES AND REVISED BUDGET

Since the budget and donor commitments were finalized, there have
been a number of significant changes in the relationship between
donor currencies and the Bangladesh taka. If donor commitments
are maintained in the currency of origin, this will result in a
significant increase in the volume of takas available.

The following calculations are a somewhat conservative estimate
of the changded taka value of donor commitments:

BRAC BUDGET PROPOSALS
Original New
RDP RCP Iotal RDP RCP Total
1990 268 156 424 319 156 475
1991 167 260 427 279 260 539
1992 143 358 501 229 358 587
1993 RDP3 202 202 RDP3 202 202
Total 578 976 1554 827 976 1803
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RCP:; sustainability of the quality of secial development:
institution building: <ender issues, both in respect of BRAC's
staff and the tardget g£roup; and improvements in the reporting and

monitoring systems. The specific questions required to be addressed
by the Review Team are set out in Annex 1.

The Review Team itself was selected in order to cover the
objectives and areas described above. The team comprised:

Ann-lisbhet Arn - Social & Institutional Issues
Doug Salloum - Financial and Banking Issues
Ian Smillie - Management and Oreganisation
David Wright (leader) - Economic Issues and Enterprise

Development
2.2 PROGRAMME

It was planned that the whole Team should be in Bangladesh for the
four weeks of November, 1890. Unfortunately this was not possible
since, due to prior commitments, Ann-~lisbet Arn had to be back in
Denmark by XNovember 19th. The time spent by the various Team
menbers in Bangladesh was therefore as followxs:

Ann-lisbet Arn - Oct.9%th to Nov.l6th
Doug Salloum )
Ian Smillie ] - Xov.d4th to Kov 30th
David wWright )

An initial meeting of the Team with the local represent-atives of
the donor consortium was held at the Donor Liaison Office on
Nov.6th. The primary purpose of this meeting was to review the

terms of reference for the Team and discuss the Team's proposed
programme.

A second meeting, together with senior BRAC staff, was held on
Nov.15th for a presentation by Ann-lisbet Arn on her findings in
respect of the social and institutional issues. A final meeting
was held on Nov.27th, also attended by senior BRAC staff, for a
presentation of the findings of the other three members of the
Team. The complete report of the Team was presented to the Donor
Liaison Office on November 30th for further ceonsideration at the
planned meeting of the donor consortium on December 5th.

The Team's time in Bangladesh was largely divided betweem BRAC's
head office and visits to the field. The Donor Lisison Officer,
Annika Magnusson, participated in a number of the field missions,

visits being paid to the following Area and Branch Offices, and
TARCs:



ESTIMATED DONOR FUNDS AVAILABLE

1589 Expressed In Nov. 1990 Taka

Commitment Donor Currency Exchande Rate Equivalent

fUS § M)  _(Millions) {Millions)
AKFC/CIDA 8.0 Can $ 10 30.30 in3
DANIDA 4.5 - 35.34 160
EZE 2.8 DM 5 23.79 119
Ford Fdn. 0.4 Us $0.4 35.59 14
NORAD 3.5 - 35.34 124
NOVIB 12.0 bfl 25 20.4 510
obDA 12.0 UE £7.7 70.0 540
SIDA 6.0 - 35.34 213
Total 1583

Note: The Scandinavian commitments are still expressed in US
dollars as their current contracts with BRAC do not cover the
three year period of RDP. This conversion rate is, therefore,
probably somewhat conservative.

®hat this means is that, should donors agree to saintain
commitments in their own currencies, there would be Tk. 1,983
million available against the original budget of Tk. 1,554

million, and against a revised request from BRAC of Tk. 1,803
million.

10.3 MAJOR BUDGET CHANGES

The total revised funding requirement reguested by BRAC for the
three year term of RDP II (1990-1992) is now Tk. 827 million.
This is a 43% increase over the existing RDP budget of Tk. 577.7
million. Of the total budget increase requested, by far the

largest portion (38%) occurs in the years 1990 and 1991, as
summarised below. !

! The requested additional funds are all for RDP II, not for
RCP. RCP will be able to attain its original financial and
operational objectives without additional donor funds,
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ORIGINAL REVISED ORIGINAL REVISED
1990 1990 1991 1991
BUDGET BUDGET BUDGET BUDGET

{million Tk.)
MAJOR BUDGETARY REVISIONS:

Employment and Income

Generation 13.4 19.9 17.8 30.9
NFPE 45.3 49.9 54.3 75.6
Capital Investment 31.5 ar.z2 4.4 19.86
Programme Infrastructure _11.5 _35.1 _22.3 67.5
Totals 101.7 142.1 98.8 193.6

OTHER BUDGETARY ITEMS: 166.7 176.5 67.3 85.8

TOTAL FUNDING REQUIREMENT: 268.4 318.6 166.1 279.4

10.4 EXPLANATION OF MAJOR BUDGETARY INCREASES REQUESTED FOR 1990~
15891

Explanations and details of the increases are contained in the

body of the report. For the major areas of increase, these are
summarized below:

Employment and Income Generation: With the increased emphasis on
loan activity in the areas of fisheries, irrigation and seri-
culture, among others, BRAC has identified a need for increased
training and technical input.

NFPE: BRAC is proposing to increase the number of schools to be
created under the NFPE programme - in all, 4,500 schools will be
opened instead of 3,000 as originally planned. The new budget
reflects both an increase in the forecast startup cost and an

increase in the annual operating cost for a greater number of
schools.

Capital investment: This refers to land, buildinge and other
start-up costs for new RDP branches. The increase in the budget

is almost exclusively related to the opening of ten extra RDP
branch offices each in 1991 and 1992,

Programme infrastructure: The increase in programme
infrastructure costs is caused by BRAC’s return to its original
plan for the Management Develcpment Programme and TARC expansion.
The MDP will now have a rural as well as an urban facility; two

TARCs will be constructed in 1950 and 1991, instead of one in
1992.
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10.5 RECOMMENDATION

The Team considers that the increase 1in activities and budgets
now proposed by BRAC are largely justified. As noted above, the
greater part of the total increase in funds requested is in order
to restore cuts proposed by the Appraisal Team in April, 18588,
and those resulting from the withdrawal of SDC from the Donor
Consortium.

Two particular points should be noted. The delay in the
disbursement of donor funds to BRAC this year has resulted in:
{a) having to deploy other funds on which RDP and RCP will have
to pay interest; and (b) lesing investment income, in total
amounting to Tk. 10-20 million. Second, the requested additional
funds are all for RDP I1, not for RCP. Based on our analysis,
RCP will be able to attain its original financial and operational

objectives without additional donor funds to those already
committed.

The Team also considers that BRAC has the capacity to carry out
the activities in the revised budget. There are two areas of
possible concern. The first relates to BRAC's capacity to carry
out the significantly expanded programme of NFPE schools. The
second relates to the new Women's Health and Development
Programme, planned to start in January, 1991. The Team has not
looked in any depth at this Programme and is not therefore in a
position to make any assessment of its demands on BRAC's
management capacity.

In our view, therefore, donors' endorsement of BRAC's request
depends largely on whether the donors are willing to make the
additional Taka funds available. As shown above, at present
rates of exchange, the necessary funds are indeed likely to be
available, with a margin to spare.

Subject to the reservations expressed above, we thersfore
recommend that the donors approve the requested budgets for 19350
and 1991. Approval for 1992 is not necessary at the present time
and might perhaps be re-considered at the next donor meeting in
mid-1991, in the 1light of BRAC's progress in implementing the
revised plans and the relevant exchange rates at that time.
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11. DONOR FOLLOW-UP

11.1 SPECIAL REVIEWS
11.1.1 Introduction

Throughout this review, the Team has received unstinting
cooperation from BRAC staff. Senior and middle management in
particular have given generously of their time in discussions and
in assembling all the data we requested., Such time is time lost,
at least in the short term, taking managers away from the
programmes, departments, offices and staff for w«hich they are
directly responsible.

In considering any special reviews which might be commissioned,
donors will be aware of the further burden such reviews will
place on BRAC staff. The Team therefore feel that considerable
care should be exercised in deciding what reviews are necessary,
by whom they should be carried out (the learning curve for
consultants on BRAC is a long one), and over what duration. This
is not to suggest that nothing should be done, only that a

discretion in commissioning external consultants on BRAC would be
advisable.

We would also suggest two other points of principle. To the
maximum extent possible, donors should seek to enhance and
strengthen BRAC's own capacity to carry out monitering,
evaluation and impact studies. Second, if it is considered
independent consultants are necessary, wherever possible
Bangladeshi talent should be deployed. If that is not feasible or
desirable, then individuals who have some knowledge of BRAC
should be selected.

In this context, we suggest that over the next twelve months, the
following assignments might be carried out:

Further study into this area has already been proposed by the
Donor Consortium for 1991, and this was discussed by the Review
Team with local donor representatives. Because of the chandes
recentlsy made in the structure of the VOs, the extension of the
Para Legal Programme from its successful pilot phase into ten new
areas, the establishment of the Village Study Project and other
recent changes affecting institutional development, it is
important that this study is not undertaken prematurely.

Should donors require suggestions for draft terms of reference,
we prepose that Ms. An-lisbet Arn be reguested to make
recommendations on her planned return te Bangladesh in January,
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1991. In any event, we would suggest that this study not take
place until the second or preferably third quarter of 1991. This
would mean that the study would have that much more data,
developments and social/institutional impact to assess. The

timing would still allow the report to be available for the next
Annual Review.

11.1.3 BRAC Bank

Considering that RCP at present seems to be on track towards
financial viability, it would be useful for the donors to engage
consultants to reviex other, non-financial issues, such as:

= the application and approval process (including estimated
timing) required to have the bank incorporated;

= the minimum eqguity requirements and all other legal
constraints and requirements of a commercial bank in
Bangladesh (reserves, Maximum debt/equity ratio, etc):

In addition it would be advisable if consultants, in
collaboration with BRAC, could make recommendations on:

- shareholder policies - ownership and sale of shares, a
controlling sharehoclder block if required, borrowver
oxnership, sale of BRAC's equity and dividend policies;

- structure of the Board of Directors, selection and control
of Directors and borrower participation:

- investment policies for the Bank.

11.1.4 NFPE

The Non Formal Primary Education Programme has been extensively
studied in recent years. The importance of primary educatien to
poverty alleviation, and the value of an appropriate alternative
for primary school dropouts are well documented in development
literature generally, and for Bangladesh specifically. 1In
addition to BRAC's own internal monitoring and evaluative
material, a 1988 evaluation was done for the World Bank, and a
further evaluation was conducted in 1989 on behalf of the
Ministry of Education and UNICEF.

The Review Team is of the opinion that further study of the NFPE
in the next vyear or so would not only be redundant, it would
simplry add to the burden of visitors on the programmse.

An issue that the Review Team has been unable to comment upon,
except in general terms, however, is BRAC's capacity to undertake
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well as to determine whether or not the approach is
practical.

11.1.6 Longer Term Possibilities

In addition to the above, the Team sugdests that a few further
studies might be carried at some appropriate time during 1992 and
beyond, but not necessarily by outside consultants:

Three areas of study are recommended over the next few years:

= the impact of the Para-Legal Frogramme;

= experiences with federation structures - this as an input to
a debate which will probably take place in the not too
distant future;

- an analysis of the effects of BRAC's social service
programme on the government structures. This study could
partly be carried out based on secondary materials:
evaluation and studies undertaken by BRAC in order to
develop the correct strategies.

11.2 OTHER REVIEWS

The Team understands that in additiom to any Special Reviews,
three further assignments are planned or will be necessary:

Assignment Indicative Timing
{A) 1981 Annual Review Oct/Nov, 1991
{B) RCP Mid-Term Evaluation Early 1992 (77)
{(C) RDP 111 Appraisal Early 1992 (77)

RDP 1I comes to an end December, 1992, We do not know what sums
and over what period BRAC will be seeking funds from donors for
RDP 111. Doubtless, the total will be substantial and doubtless
too, interested doors will require an independent RDP 1II
Appraisal. Given the lead time donors require for approving
substantial sums, this appraisal should be carried out by end
March, 1992, so that funds can begin to be disbursed by January,
1993. If this is the case, then three amajor studies, each
demanding extensive time and effort of BRAC management, «ill be
undertaken all within the span of six months.

The Team therefore suggests donors might consider reducing or
better eliminating the RCP Mid-Term Evaluation. RCP will be
covered in the 1991 Annual Review and will also be the subject
of two further inputs if the above proposals are accepted.
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In terms of assessing the impact of RCP, this could and should
largely be done by ongoing studies executed by RED, including the
Village Studies Project that has already been initiated. Possible
independent studies might be made by Bangladeshi organisations
such as the Institute for Development Studies (BIDS) as well as
the external auditors appointed by the donors.

11.3 DONOR LJAISON OFFICE

The DLO has unquestionably played an important role to date,
both in service of the donors and of BRAC (not to mention the
extensive and invaluable support provided to this Review Team).
It is not the Review Team's place to comment, but in ocur view,
the nature, extent and balance of the DLO's activities have been
pitched correctly. A more substantial role could be counter-
productive both in terms of BRAC's relationship with the donors
and BRAC's ever expanding role as an independent agency at the
cutting edge of development in its impact on the landless.
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2.
The

ANNEX 1
TERMS OF REFERENCE

SPECIFIC QUESTIONS TO BE ADDRESSED

"
a a AlYSsS

Review Team shall:

analyze BRAC financial statements, analyze the RDF and RCP
financial reporting and assess the accountancy control.

analyze and assess the branches that were transformed from
RDP to RCP during 1990.

analyze monitoring and reporting systems and make
recommendations for gqualitative and guantitative
improvements.

incorporate into the reporting system, selected key
indicators showing the progress of activities (such as

increased loan portfolio, number of loanees, etc.) compared
with plans.

review loan recovery rates, methods of calculating repayment
rate and analyze bad debts and late repayments.

analyze the financial reporting and assess the accountancy
control.

find out if Bank branches have the basic conditions
fulfilled of self-sustainability. Develop or review Profit
and Loss statements and Balance sheets for 10 Bank branches,
compare to model branch assumptions and determine if
assumptions for Bank sustainability remains wvalid.

monitor the implementation by BRAC of Auditor's
recommendations.

identify problems/bottlenecks in management/staffing/
training aspects of the Area-0Office-co-Bank-Branch
operations.

analyze adeguacy of BRAC's financial management, i.e. how
investment decisions are made, money management, controls
and protection of group members' savings.

ve i Ente i ivi

Review Team shall:

examine the portfolio of economic activities undertaken by
BRAC and its borrowers under RDP/RCP and the Rural



The

Enterprise Programme (REP) and assess the profitability and
viability of these activities.

examine data on and means of assessing the economic impact
for group members participating in REP group activities
compared with individual loan activities under RDP and RCP.

compare performance of men and women in all aspects of

credit program: share of credit, loan purpose, recovery and
average loan size.

analyze the impact of RDP and REP on women groups and

whether full-time employment for rural poer women has bee
achieved by the programme.

review the experimental projects undertaken by REP and the

mechanism for transfer of technology and experience from REP
to RDP.

review TARC activities under RDP, RCP, technical training
role and relationship to loan activity and development of
new economic activities.

analyze the staff situation within REP especially as regards
to recruited women.

Social o tvat
review team shall:

look into achievements related to social, economic and
institutional changes in the project areas.

examine the group formation process and assess extent te
which social mobilization and empowerment of the landless
poor continues to be taken into consideration.

assess the balance being struck between the pursuit of
economic and social goal.

examine the data and mean of assessing changes brought about
by the project and changes generally occurring in the areas
under the following description:

1) poverty alleviation, dealing mainly with individuals
and families,

2) empowerment of the poor, dealing with wvillage
organizations, federations and interactions with
government institutions and the local society in
general.

3) social changes, which might occur at all levels.



25% of all Offices.
TARC, onlt missing Savar and Madhupur.

Office District Txpe Visitors
{Form.Yr)
Atghoria Pabna Y4 ("8B0) DS/1s
Bera Fabna ¥1 ('89) 0s/1s
Boilore Mymensingh Y4 ('B4) IS/DW
Boraigram-II Natore Y4 ('80) DS/1s
Gheor Manikgenj Y3 ('79) AA
Jamalpur-I Jamalpur Y3 ('87) AAJAM
Kotwali -11 Mymensingh Y1 1'89) iS/Dw
Manikganj Manikganj Y4 ('82) Ds
Mirzapur Tangail Y4 ("B2) IS/DW
Monirampur-1 Jessore Y2 ('89) AA
Natore-1I Natore Y2 ("87) DS/1S
Natore-II Natore Y2 ('89) DS/1IS
Nonni Sherpur Y3 ('80) AASAM
Putia Natore Y1 ('90) DS/1S
Svedpur Nilphamari Y2 1'89) AM/DW
Taragon) Rangpur X2 ('8%) AM /W
Chatmohor Pabna ¥5 ('82) DS/1S
Darshona Rangpur ¥5 ('86) AM/DW
Jhikargacha Jessore Y5 ('82) AA =~
Nazirhat Rangpur 5 ('86) AM/LW
Fabna Pabna Y5 ('80) Ds/1S
Paglapir Rangpur Y5 ('86) AM/DW
Trishal Trishal ¥5 ('83) IS/DW
Jessore Jessore AA
Pabna Pabna Ds/1s
Rangpur Rangpur AM/DW
Rajendrapur Gazipur IS/DW

The Team therefore visited 17 RDP area cffices out of the current
total of 80, and 7 RCP branch offices out of the current 10,

We also visited four out of the current six
Doug Salloum visited the

Avesha Abed Foundation Centre at Manikganj and one of its 24 sub-
centres, that in the village of Betila.

The Team had access to an extensive array of reports, studies and
other publications produced by BRAC, and also referred to other
external source material - ref the Bibliocgraphy at Annex 2.
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4) participation, position and status improvement for
wWOomen.

review the existing monitoring system for retrieving facts
on social impact and point out the necessary indicators for
analyses of processes, changes of attitudes and problem
areas in the social change of the rural poor.

assess the existing monitoring system for retrieving facts
on social impact and point out the necessary indicators for
analyses of processes, changes of attitudes and problem
areas in the social change of the rural poor.

assess the work performed by the Research and Evaluation
Department, especially the introduction of the village
monitoring form and planning and implementation of baseline
and impact studies.

Hanagement

Review Team shall:

analyze the management structure at field level and head

office in respect to the rapid expansion in both staff and
project activities.

analyze management implications of any new projects planned
or under discussion and BRAC's capacity.

examine the decision-making policies and personnel policies,
including performance review, promotions, staff{ development
decisions and general points such as decentralization,
delegation, participation, supervision, accountability.

look at the Management Information System asking for
assessment of BRAC's progress in gender sensitive personnel
and career planning and particularly the possibilities for
women to be promoted within the whole organization.

wmonitor changes in staff composition, structure and turn
over at all levels.

review progress of the Management Development Programme
{MDP) and TARC against proposed targets.

examine if there is enough training capacity to serve all
staff members and VO members.

clarify the legal status of RCP as it functions today and
when approved as a chartered Rank.
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: DIRECTOR COMMERCIAL
(A.Q.Siddiqui)

- BRAC Cold Storage and Ice Plant
[General Manager - Md.Majibur Rahman)

= Monitoring Department
(Manager - Safiqul Islam)

- Audit Department
({Manager - Projib Bhushan Datta)

RESEARCH AND EVALUATION DEPARTMENT
{Department Head - Mushtag Chowdury)
{Manager RED - Md.Gulam Sattar)
{Research Economist - Zafar Ahmed)

NON FORMAL PRIMARY EDUCATION
{Programme Coordinator - Ranez Fatima)

FINANCE AND ACCOUNTS
{Chief Accountant - A.EK.M.Moinuddin)

AARONG
{General Manager - Sayed Mohammed Sajid)

Ll

BRAC PRINTERS
|Director - Moazzem Hasan)

XBE In addition there are two further organisations
associated with BRAC but of which Mr Abed is not the Executive
Director, namelry:

: BRAC INDUSTRIES LTD
{This is responsible for the two garment factories and IS
100X owned by BRAC. It has a Board of Directors, of which the

Chairman is Mr Abed, and a General Manager who reports to the
Board)

-

: AYESHA ABED FOUNDATION

IThis is a charitable Trust legally separate from BRAC but
working closely with RDP, notably in Manikganj. The Board of
Trustees has an independent Chairman: the Executive Trustee is Mr
Abed and the General Manager, Mr Halder)
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3. BRAC: THE ORGANIZATION AND FUNDING

3.1 QVERALL STRUCTURE

BRAC is a complex organisation with a number of different
operations and interests. Annex 3 identifies the ker programmes,
departments and companies, together with the names of the staff
responsible, and those reporting to the Executive Director. The
legal status of BRAC Industries and the Avesha Abed Foundation are
defined (and also discussed further below). Annex 4 provides a
series of organisation charts for the various programmes

3.2 SOURCES OF FUNDS

As outlined in Table 3.1, BRAC derived 62% of all funds received
during 1989 directly from donors, and 59% of the funds received
during the first nine months of 1580. BRAC has two other sources
of cash which are becoming increasingly important in the financing
of the organization - funds received from Village Organisation (VO)
members and net proceeds earned by BRAC from its commercial
operations and from services provided to outside organizations.

3.2.1 Members funds

Yembers funds are made up of individual savings, individual current
accounts, group savings sand insurance premiums. In 1989 BRAC
received the transferred total of members funds which had been
accumulating for rears but which were previously held by the VOs.
The amount received in 1989 was Tk B81.1 million - 13% of all
sources of cash. This amount will continue to grow and will appear
on BRAC'"s balance sheet in some manner every vear. The amount shown
as "cash available from previous vear” for the first nine months
of 1990 on Table 3.1 is mostly members' funds collected durine
1989. The final cash balance shown on Table 3.2 is also largelr

funds belonging to members - approximately Tk 130 million of the
balance figure of Tk 167 million.

3.2.2 Net proceeds from commercial activities

The earnings from BRAC'’s commercial operations - BRAC Printers,
Aarong, and the cold storage facility - for the 21 month period
January 1, 1989 to September 30, 1990 represent in overall terms
enly 2% of BRAC's sources of funds. Whereas this is 2 small number.
in relative terms BRAC should be commended for its independence
and management ability at being able to make a positive
contribution 1o its funding reguirements 4through its own
initiative. A significant portion of the cash position at January

1, 1989 is due to the success of Aarong, BRAC Printers, and the
celd storage business,
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In early 1989 new rules were adopted in order to make the village
organizations under RDP and RCP more uniform and accountable vis-
a-vis the more streamlined approach regarding services and credit
to be provided under the new programmes.

A new approach! was needed as many of the older village
organizations had run into the same sort of problems as those
which have destroved and are destroving other cooperative
movements in Bangladesh. (For a thorough discussion of these, see
the evaluation on IRDP carried out in 1974 by Mosharaf Hossain,
Abu Abdullah and Richard Nations and A. Arn: “"The Good
Cocperation™, CDR, 1989). To summarize the situation briefly: the
Management Committees were not being reelected with new members
a8s prescribed by the rules; leaders were becoming too dominant
with the result that they did not care enough for everybody in
the VOs but mainly cared for those members and activities close
to them, locans were not distributed equally and there were
problems with the loan repayment. This is not to say that the
situation in any way had become alarming, but the symptoms were
visible. The whole credit operation alsoc had to be streamlined in
order to facilitate the transfer to RCP.

The fellowing measures were taken: V0s were divided into small
subgroups consisting of ideally 5, but up to 7 members with an
elected secretary. The subgroup operates as a peer (control)
group regarding loan approval, wutilization and repayment. The
functions in the weekly meetings were divided between two
regular meetings, a weekly and a monthly meeting. At the weekly
morning meeting, before working hours, all savings and repavment
of loans take place. All lcans are now subdivided in weekly
installments and an effective control sy¥stem «ith books and
ledgers has been introduced. The system allows for control
checking and mnakes the loans an open and public affair; loans
are disbursed in the area office and installments are repaid in a
public meeting. There i no more temptation for leaders to hold
loan monies for a few dars to finance their own affairs.

The monthly meeting, in the afternoon for women and in the
evening for men, has been introduced to deal with common issues:
group schemes and social problems. These group meetings are
consciousness raising, being attended by Project Organizers,

whereas gram sheboks or shebikas manage the weekly meetings
financial affairs.

1 As described in the appraisal and other documents BRAC
has tried out different approaches in different areas over time.



Agendas regarding recent union federation meetings in Manikganj,
where all VO0s are federated, and send two members to a monthly
federation meeting at union level, shows that the monthly

meetings in VOs and in the federations largely deal with the same
issues.

The leadership structure in the VOs is presently being changed.
Instead of a Managing Committee which was to be reelected every
vear, but often was not, as the VOs anvyway elected or reelected
the same persons, the new Managing Committee will consist of
half of the sub-groups secretaries one year, and the other half
the following vear; after a 2-year period with this form of
rotating leadership the idea is to reorganize the small groups
with new secretaries so that the leadership is genuinely
rotated. RED has not made any recent studies of the leadership
structure, but the older studies, as well as the previocus study
regarding "Who gets and who do not get credit ......" shows how
easily leaders get entrenched and how influential they become. A
rotating leadership svstem will have a higher level of
participation amongst VO members, and this will in the long run
undoubtedly contribute to the sustainability of the groups.

It will however also create additional pressure on the TARC's as
new leaders will require leadership training (an equalizing and
democratizing factor in the groups existence) and pros and cons
of a strong leadership structure can be discussed. In the short
run a strong leadership will be able to participate more
actively in federation processes etc. and eventually the demands
on BRAC staff will be reduced; in the long run a higher degree
of leadership gqualities will make the institution building
operation more democratic and will allow a higher degree of

participation by members in and ocutside the Village
Organizations.



ANNEX &

DEEP TUBE WELLS
1. Plans

BRAC has ambitious plans to assist VO members invest in a
substantial number of additional Deep Tube Wells (DT%). This
policy is largelvy stimulated by the Government's announced
intention to phase out the existing heavy =subsidy on the
installation cost of DTWs. BADC has already increased the price
charged to Tk 175,000 but this only applies to DIW afainst which
a downpayment (of Tk 6,000) is made by end March, 1991.
Thereafter the price is going up to Tk 350,000 and within two
rvears to Tk 700,000.

Basically, the DTW which BRAC is assisting VO members to acquire
fall into four different categories:

Al Units installed and owned by BADC, often a number of years
ago, on which there are arrears of rental payment due from
the previous operator. The basis on which BRAC is acquiring
these units is that the V0s will become the responsible
operator on a rental basis by: paving off the back rent due
over a number of vears (not more than five); and also
payving an adgreed nominal annual rental charge.

B) Units similar to the above but in this case the VOs will buy
the DTW outrigeht from BADC at an agreed price relating to
the arrears of rent due and the current rental charge. In
the last irrigation season (1990), this worked out at approx
Tk 65,000 per DTW; in the coming season (1991), the price is
being reduced to approx Tk 50,000.

C) Units, a very small number, formally acquired by BERDB, from
BADC, which VO members will take over and rent

D) New units, not yet installed, which BRAC is buving from BADC
at the current price of Tk 175,000.

BRAC's plans to acquire DIW in each of these categories as
fellows:

Jan-1980 T Jan. 1991 - Jan.1992
Category
A - Old Rental 25 20 10
B - 0ld Purchase 100 215 260
C - BERDR Rental 5 5 -
D - New Purchase 10 210 630

TOTAL 140 450 900



2. Ownership

Normally BRAC seeks to ensure that a single DTW is owned by the
VO members from one viliage. However, experience has shown that
it is advisable for BRAC itself to retain a 20% sharehoiding in a
scheme in order to ensure effective management, and also ensure
that the interests of the weaker, perhaps more nalve or less
vocal, individual shareholders are safeguarced.

On the basis of a capital cost (see below) of Tk 200,000, this
would mean on average a 5 year loan of Tk 2,000 from 80 members
and a BRAC equity contribution of Tk 40,000. Assuming a 16%
interest rate, this reguires each member to make a weekly
payment of Tk 12/week (for 50 weeks/annum).

In addition there would be an annual operating loan of Tk 75,000
(see below), 1e approx Tk 1,000 per shareholder repayable over
ona year (max). This would require Tk 22/week per member.

3. Management and Operation

The shareholders appoint a Scheme Management Committee of B-12
members which in turn appoints a Scheme Operating Committee (S0C)
of either 5 or 7 members. BRAC's interest on both committees,
especially on the SOC, is represented by the General PO from the
Area (or Branch) Office responsible for the village. In effect
therefore, the PO is likely to have a decisive vote on the SOC,
especially if there was to be fundamental disagreement between
the women members' representatives and the men's.

The SOC appoints the driver/operator of the DTW and also one or
two water Jinesmen as appropriate. All three would normally be
expected to be VO members. In one village the Team visited, the
driver and the linesmen were all being paid Tk 2,500 for the six
months (Jan-June) of the 1890/91 1irrigation season. This is
apparently a low figure however, the more normal being nearer Tk
1,000/month for the season.

Technical support from BRAC 18 'n two areas. In respect of the
mechanical aspects, training for the DTW staff 1s provided by the
Agriculture Engoneer PO, attached to the Jlocal Regional Office,
and a BRAC mechanic (2 appointed for 50 DTW). The BRAC Mechanic
charges each scheme for his services which inciude training for
the driver. The latter 1In turn 1s expected to carry out basic
preventative maintenance and repairs on the DTW.

In respect of agricultural advice, BRAC's Agriculture PO trains a
number of specialist GS from the villages who 1in turn provide
technical advisory 1inputs to farmers. Since many small and
marginal farmers have never had any such agricultural extension
service, there is considerabie potential for raising yields from
the land being irrigated by the DTW. A 50% increase from 40 to 60
mnd/acre would appear to be feasible.



&, ““"‘“ﬁ Profitaniiity
The profitability of arige new OTw has been sstimated on the

following aporos tmate assumoticns #nd calculsrions;

Cosmang Ares = 10 acres
mmu Cost {Inatalled Th 200,000
itaken as loan raulnn'l! cwer & ymars}
snnus) Costs
ﬂu-rn(ng Coat Th
le'l Wages, Lines)
reciation - ™
rmurn: on L‘.omu\ Lodn = ™
Interest on Oo.Loan - ™
BAAC Bervice Fes = Ix
Total I8 130,000

”. 47,5 Mnd/Acre
Total @ - 3, Maunda
Watsr Share @ I7.5% - 370 Haunds

Pr - Th 200/Hnd.

Gross Baverue - DA JR4.000

Net Profit for Digtribution = Ik 54,000

In terps  of simple financial reRurn, tA1s Deans & return of some
Th 75,000 on the investment of Th 200,080, i8 37,58,

Tre fuctors regerded as particulmely criticel ars:

1] The price of fue 1y duw
1o the Gulf crimis, with The mrnuw Tost sbows 30ing up
=y Th 35-40,000 to parhace Te 110,000

2] Wowsver, tha ansre of the ¢rop due Lo the GTW ownerisuoplier

using the Figures mbow
30,000, leaving the n

srofit virtusily ‘as befors.

3) The grice of ri (or the valys isputed to 1L i members

AR TNGIr Enare of zhe crop shars In ipd) s consiseres
Gy poks Lo be the most critical factor. BRAC seaking to-
AnCourBae members oot to seil their surplus &t harest
time whin obyicusly the price is iowsst out to store it for
two-thres months by which time the price nas increased
siginicantly




5. Actual Results

BRAC's actual results achieved 1in 1989/90 when, as can be
noted from the figures above, BRAC had taken on very new DTW,
ware as follows for the 137 units that were in operation:

Profitable: 106 units - Total Prefit: Tk 2,600,000
(Av. Tk 24,500)
Unprofitable: 31 units - Total Loss: Tk 400,000
(Av. Tk 13,000)
The unprofitable OTW were generally units acquired two or three
years previously with small command areas. With the new DTWs now
being bought, the command areas are larger and the units more
efficient.

€. Assessment

Independent assessment indicates that the projections above made
by BRAC are reasonable. As noted above, the 1ncreased price of
fuel is 1ikely to be compensated for by an increase 1in the share
crop to 33%.

Further, if BRAC's agricultural advisory/ extension eservice can
indeed benefit the small farmers by increasing yields by 50%,
there will be both direct and 1indirect gains to the DOTw
investors. Direct because their 25% or 33% crop share will be
worth more; indirect because there will be more economic activity
in the rural community at large, 1including opportunities for
working on the land for which the DTW scheme are providing water.

Finally, the DTW schemes have a social dimension. With landless
VO members 1in the community becoming responsible for the supply
of water to the landed farmers, this will affect their social
standing in the community.



| REP's Successful Project
|

O — T —— o — - e e e e

|Extension Programme through RDP or RCP

| During Experiment by REP
Sl.l Hame of the |===cccccccccccmccrrcnrrcccrncnrccns | e ccmcme== o -
No.| Project INo. of |Initial |Partici|No. of |No. of | No. of | No. of
I |units |Investment|Pation |Share |[Direct | Existing | Participant
| linitia-|/Unit |pattern hnldetnlumployae | Units | mm—————— ——————
I |ted I (Tk) I Jus¥  |/worker | | Male | Female
01. Nursery Ponds 35 4,127 group k] 1 pirnnn, 152 491 101
two hours/
day
02. Rice Mill 1 95,000 group 100 3 full time 1 141 125
workers
03, Brick field 1 1,115,900 group 4000 251 full 2 939 3931
- (v.0) time workers
04. Semi Intensive 10 172 Indivi~- -= 1 person, 282
Nilotica Mono- dual half an
culture hour/day
05. Vegetable 499 250 Indivi- -=  Seasonal 551 348 203
production growers dual labour
2 hours/day
06. Power Tiller 5 84,000 group 84 2 employees 126 4761 5601
(vV.0)
07. Waste silk 1 81,440 group - 12 1 - —
spinning full time
workers
0B, Social forestry REP conducted a survey and based on - 100 - -
survey result RDP went for' extension.
09. Fresh water, 9 6,700 Indivi- 1 person, 29 -
shrimp carp dual one hour/
& day

extension pond
culture. ] Group



AN R YMENT AT

BRAC calculates loan repayment instaliments such that the borrower
pays an equal amount each week over the term of the lcan. The sum
of all instaliments is sufficient to repay the principal of the
loan as well as the interest owed. The method used to determine
the amount of the repayment is the following:

a) the amount of the loan 1is averaged over the term. This
approximates the fact that the principal amount of the loan owed
by the borrower declines from the full amount of the loan to zero
over the term of the loan.

b) the interest due on the loan is calculated by multiplying the
annual rate of interest times the average i1can amount. This total
interest due is thenm added to the principal amount of the loan.
This sum equals the full amount which the borrower must repay.

c) the full amount which the borrower must repay is then divided
by the number of weeks in the term of the locan to arrive at the
locan repayment amount.

Example 1.
- a 1 year loan for Tk 1000
The average loan amount is Tk 500 and the interest due on the

average loan is 16X per year times Tk 500 times 1 year equals
Tk B0.

The amount which the borrower must repay is Tk 1000 plus Tk
80 for a total of Tk 1080.

The weekly repayment amount due from the borrower 1s Tk 1080

divided by 50 weeks. (For ease of calculation BRAC uses a 50
week year).

JK 1080 = Tk 21.6
50 weeks

In this case BRAC would charge the borrower Tk 22/week.



Example 2.
- a 5 year loan for Tk 5000

The average loan amount is Tk 5000 and the interest due on
the average lcan 18 16% per times Tk 2500 times 5 years equals
Tk 2000.

The amount which the borrower must repay is Tk 5000 plus Tk
2000 for a total of Tk 7000.

The weekly repayment amount due from the borrower is Tk 7000
divided by 250 weeks.

Tk 7000 = Tk 2B/week
250 weeks



T

{Tk million)

1989
A. Cash svailable from previous ~ear: 55.6
B. New funds received from donors: 327.%6
C. Net interest income for RDP: 11.5
D. Net proceeds from services
provided to outside individuals
and agencies (net income from
courses, etc.): 11.5
E. Net proceeds from commercial
operations: (BRAC Printers, Aarong,
Celd Storage, etc.): 9.2
F. Increase in Borrowers' Savings and
Group Fund: 81.1
G. Increase in Bank Borrowing: (12.8)
H. Increase in other Liabilities: 48.0
I. Other sources of Cash
- operating surplus of RCP: 0.0
TOTAL SOURCES OF CASH 531.7
Notes:

TABLE 3.1

Smonth
1990

119.4
313.8
14.3

19.2

48.2
1.1
14.7

536.3

Cash available from previous year includes funds provided by
donors for specific projects which were not completely spent
in the period. Alsoc included is the accumulated balance of

cash earned by BRAC from Aarong, Cold Storage, etc.

Other liabilities include funds from Government for relief
and rehab. projects ({Tk 18 million), members' current account
deposits (Tk 13 million), and vear end payables (Tk 9

million).



List of RDP Areas by Upazila, District
and Year of Formation

ANNEX 9A
1.1 : : Name of iYear of ,Status
No. !Name of Area |, Name of Upazila | District iFormation,of Areas
01 Alhadipur Rajbary Saagar Rajbari 1987 Y4
02 Amdia Narsingdi Sadar Narsingdi 1983 Y4
03 Atghoria Atghoria Pabna 1980 Y4
04 Balirtek Manikgon]j Sadar Manikgon}j 1976 Y3
05 Baliakandy Baliakandi Rajbari 1880 Y1
06 Baniachong-1 Baniachong Hobigonj 1988 Y2
07 Baniachong-1I1 Baniachong Hobigonj 19835 Y2
08 Bankra Jhikargacha Jessore 1980 Y4
09 Betila Manikgonj Sadar Manikgonj 1976 Y3
10 Bhayadanga Sherpur Sadar Sharpur 1980 ¥3
11 Bholahat Bholahat Chapai-N-Gonj 1987 Y2
12 Boillore Trishal Mymensingh 1984 Y4
13 Bokshigon)-1 Bokshigon]j Jamalpur 1987 Y3
14 Bokshigonj-11 Bokshigon}) Jamalpur 1580 Y3
(Kamalpur)
15 Boraigram-I Boraigram Natore 1980 Y4
16 Boraigram-II Boraigram Natore 1989 Y2
17 Bera Bera Pabna 1589 1
18 Boalmari Boalmar Faridpur 1990 Y1
19 Chapai-N-Gon) Chapai-N-Gonj Chapai-N-Gonj 1987 Y2
20 Chowddagram-1 Chowddagram Comilla 1989 Y1
21 Chowddagram-I1I Chowddagram Comilla 1989 Y1
22 Chowhat Dnamrai Dhaka 1983 Y4
23 Dharagram Saturia Manikgon) 1984 Y4
24 Doulatpur Doulatpur Manikgon) 1981 Y4
25 Dhanshail Jhinaigati Sherpur 1980 Y3
26 Durgapur Durgapur Natore 1990 Y1
27 Fulbaria Fulbaria Mymensingh 1982 Y4
28 Faridpur Faridpur Sadar Faridpur 1990 Y1
29 Gaibandha Gaibandha Sadar Gaibandha 1984 Y3
30 Gheor Gheor Manikgon) 1979 Y3
31 Geoalundo Gealundo Rajbari 1982 Y4
32 Gorpara Manikgon) Sadar Manikgon] 1976 Y3
33 Gozaria Gozaria Munshigonj 1980 Y3
34 Hobigonj-1 Hobigon) Sadar Hobigonj 1988 Y2
35 Hobigonj-11 Hobigon) Sadar Hobigon) 1588 Y2
36 Jamalpur-1 Jamalpur Sadar Jamalpur 1987 Y3
37 Jamalpur-1I Jamalpur Sadar Jamalpur 1988 Y2
38 Jamalpur-III Jamalpur Sadar Jamaipur 1988 Y2
33 Jessore Jessore Sadar Jassore 1989 Y1
40 Jhinaidah-1 Jhinaida Sadar Jhinaidah 1989 Y1
41 Jhinaidah-11 Jhinaida Sadar Jhinaidah 1989 Y1
42 Jhinaigati Jhinaigati Sherpur 1980 Y3
43 Kachikata Monohardi Narsingdhi 1983 Y4
44 Keshabpur Keshabpur Jessore 1980 Y1
45 Kalaroa Kalarca Satkhira 1984 Y4
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§1..
NO. |

Name of Area

Name of
District

T - -

" " . o - "

In view of transfer to BRAC Bank

Kawnia
Kazirhat
Kotwali-1
Kotwali-I1
Krishnapur
Kushtia-1I
Kushtia-II
Laxmipur
Manikgon]
Mirzapur
Mohera
Monirampur-1
Monirampur-I1I
Magura
Madhukhali
Moheshpur
Nalitabari
Natore-1
Natore-11
N1 lphamari
Nokla
Nonni
Narshingdi
Putia
Rajbari
Rangpur
Santhia
Satkhira
Sherpur
Shibpur
Sreebordi
Syedpur
Taragon)
Tinani
Warshi

Areas w11l be transferred to BBP

Kawnia

Kalaroa

Kotwali

Kotwal
Manikgonj Sadar
Kushtia Sadar
Kushtia Sadar
Gaibandha Sadar
Manikgonj Sadar
Mirazpur
Mirzapur
Monirampur
Monirampur
Magura
Madhukhal1
Moheshpur
Nalitabari
MNatore Sadar
Natore Sadar
N1lphamary Sadar
Nokla
Nalitapari
Narshingdi Sadar
Putia

Rajbari Sadar
Rangpur Sadar
Santhia
Satkhira Sagdar
Sherpur Sadar
Shibpur
Sreeboradl
Syedpur
Taragon]
Sreebordi
Mirzapur

:Year of
iFormation,of Areas

Rangpur
Satkhira
Mymans ingh
Mymensingh
Manikgon]
Kushtia
Kushtia
Gaibandha
Manikgon)
Tangail
Tangail
Jassora
Jassore
Magura
Magura
Jhinaidah
Nalitabari
Natore
Natore
Nilphamari
Sherpur
Sherpur
Narshingdi
Natore
Rajbari
Rangpur
Pabna
Satkhira
Sherpur
Narsingahi
Sherpur
Ni1lphamar
Rangpur
Sherpur
Tangail

iStatus

e L

1984 Y4
1982 Y4
1982 Y4
1989 Y1
1580 Y3
1989 Y1
1989 Y1
1986 Y3
1976 Y3
1982 Y4
1980 Y4
1989 Y2
1989 Y2
1950 Y1
1990 Y1
1990 Y
1980 Y3
1987 Y2
1989 Y2
1989 Y2
1589 Y1
1580 Y3
1980 Y3
1930 Y1
1987 Y2
1984 Y4
1989 Y2
1587 Y2
1588 Y2
1979 Y3
1986 Y3
1989 Y2
1989 Y2
1569 Yi
1982 Y4

Project (Rura)l Credit Project)

1991
1982
1993
1994

in
in
in
in



ANNEX 9B
List of RCP Areas by Upazila, District
and Year of Formation
s1.., H . Name of \Year of
No. Name of Area | Name of Upazila | District \Formation
01 Chatmohor Chatmohor Pabna 1982
02 Darshona Rangpur Sadar Rangpur 1988
03 Horgoz Saturia Manikgan}j 1980
04 Jhikargacha Jhikargacha Jessore 1982
05 Kawalipara Dhamrat Dhaka 1980
06 Navaron Jhikargacha Jessore 1980
07T Nazirhat Rangpur Sadar Rangpur 1986
08 Pabna Pabna Sadar Paona 1960
09 Paglapir Rangpur Sadar Rangpur 1986
10 Trishal Trishal Mymansingh 1983




What follows is an example of how the Xon Formal Primary

Education Programme might be set up in a management-by-activity
svstem:

1. Sample Work Breakdown Structure

The WBS can be as simple or as complex as is required. The

following example uses a slightly recorganized version of the
current BRAC breakdown:

1. NOE PORNAL PRIVARY EDOCATION
1.100 TRAINING 1.200 BARAGENERY 1308 SCROOLS 140 SUPFLIES
1.181 Teacher Training 1.261 Field Scperviser Salaries 1.38] Teachers' Salaries 1.400 Learmers’
1,107 Teacher Eefresker  1.202 WFFE F.0. Salaries 1.202 Scheel Beat & Books, Charts
Conrses 1.50% Travel & Tramsportatioes Nuintenance 1.48L Teazhing Aies

Office Tramel & Accon. 1.363 Opea Bew Scheals b Eguipment
116} Teachers' Worishops

1,104 Staff Traizieg

Because training is an activity common to many BRAC programmes, a
®WBS could be set up for all training programmes, broken down into

training for each of the different programmes with provision for
management, TARCs, supplies, and so on.



oy a ¥ ementat i b du

BN FOEMAL PRIMAGY EDRCATION

Bo. ACTIVITY 134 1451 19
JERANIIASOND JRMANIIASOND JRUARJIASOND

1.100 TRAINING

L1000 Teacher Traising
1.102 HEefresher Courses o [ 1 = =
1.183 Teachers' Werishops ’ - - -

LI Stalf Training

1,260 WARAGRNENT

1.l F.5. Salaria

L3l P.0. Salaries

[.20 Tramel § Trasspertation
1.3 Qifice Travel L dccon.
1.268 E.0. Logistics & Egnt

|
|

100 SCEOOLS

1,301 Teschers' Zalaries
1.30% Schoel Eeat L Maiast.
1.36) Opez Bev Schosis

401 iearsers’ Bocis/Charts _
1.40% Teachisg Aids L Bouis.

_— —_— — —

|
|

3. ivi chedu

The Implementation Schedule will be supported by Activity
Schedules which will be used to construct the budget. The
Activity Schedules will include targets, timing and estimated



costs. The following example, Teachers' Workshops, is taken from
the Work Breakdown Structure and Implementation Schedules, above:

SAMPLE ACTIVITY SCHEDULE
Programme: NFPE
Activity: Teachers' Workshops
Code: 1.103

Budget Year: 1990

Expected Qutput: 300 NFPE Teachers Trained; 150 in March, 150
in December.

DETAILS
Date Activity/Equipment No. of Units Cost Per Budget
Unit

March Teacher Training; 7

Days Each; 50 at 150 Tk 120/

Jessore, 50 at Pabna, trainee/

50 at Savar day Tk 126,000
December " " 150 A 126,000

Total Estimated Cost Ik 252,000



4.  Budget

ideally, the budget would be broken into gquarters, at least for
the current year:

(Tt 800)

be.  ACTIVITY 1950 quarters 1991 1992

ol I W W
1.160 TRAINING BE 120 150 2% ME 8 1058
1,100 Teacher Training e 0 0 o1 om0 e 4
1,160 Refresher Courses % 0 0 o 1t 1M 130
1180 Teachers' Worksbops b1 & 13 .6 300 12
1M 5tal! Traising R m
1200 MARAGENENY

I-Ht f.i- ilhﬂll

1.20¢ P.0. Salaries

1.201 Travel k Transpertation
1.204 office Travel & dccon.
1385 B.0. legistics & Mgt

300 SCEOOLS

1,301 Teachers' Salaries
1L Schesl Best A Maiat.
1.383 Open Kew Schecls

400 SUPPLIES

1.401 Learsers’ Bocks/Charts
L.4RE Teaching Lids U Sguip.

ol

5. Progress Reports

Progress Reports contain a narrative, with the following
information: i

- progress achieved against what was planned;
- wariances from planned schedules and budget;
- problems encountered and action taken or recommended.

A guarterly activity repori, ¥ith achievements against 1he
targets contained in activity schedules, is compiled. Status
reports, however, follow the coriginal fermat:



SASFLE STATUS REPORY : NPPE
Fer The Secosd Guarter. April 1 - Jeme 30, 1380

(Th 000)

Badget Budget Actsal Cosalative Comslative Variasce T Conpleted

Tear Gtr Qtr Budget Aetmal detivity Tine Tin
Bo.  ACTIVITY
1.100 TRAINING m om m 1% 14 18 Mm |
1100 Teacher Traising .5 3 ] aw 1 i ik n in I
1.161 Refresher Coxrses j§1 (] ] H 1] L n in A
1163 Teachers' Werinheps 150 N 1] in e n) m R R
1IN Staff Training 14 ] ] # 1] B (1] [ o
B Etc.

This report reveals several things:

- regarding teacher training, progress - both by activity and
spending, is well behind schedule;

= there is an under-achievement in staff training

- teachers' workshops, 75% completed, but with only 56X of the
budget spent, may have been over-budgeted;

- as a whole, the training budget may be high, as 47% of the
activity has been completed but only 33% of the budget has
been utilized.



ANNEX 11 BANGLADESH RURAL ADVANCEMENT COMMITTEE
BT UREMENT PROCELURE

1. Programme Materials/Office Supplies:

The bulk of the programme materials and office supplies are
procured centrally by the Logistics Department on the basis of
approved requisitions from the concerned consuming/user
departments/programmes. Financial 1imits of the authorities competent
to raise and approve reguisitions as laid down 1I1n the personnel

procedure are as follows :

Table of authority

(a) Requisition for supplies/materials within bugget
Value Originator Approval of reguisitions

(Empioyee level)

Upto Tk.5,000 Level-V anc above Incnarge/Departmental/
iccation heac of level-VI
and above.

Upto Tk.10,000 Level-VI and above Incharge/Departmental/
location head of level-IX
angc apove

Upto Tk.50,000 Level-VIl anc above Incnarge/Departmental/
iccation head of Level-X

and above
Upto Tk.100,000 Program/Project/ Supervisor of Level-XII
Departmental heao ang EDove
Above Tk.100,000 Heads of Programs/ Executive Director
Projects/Departments
(b) Reguisition for supplies/materials not allocated 1n budget
Upto Tk.5,000 Level-vil and above Incharge/Departmental/
location Heac of Level=X
ang above

Upto Tk.10,000 Levei-vIIl and above Incharge/Departmental/
location heao of Level=-il
and above



Upto Tk.20,000 Level-VIII and above Incharge/Departmental/
iocation head of Leveli-X1I
angd above.

Above Tk.20,000 |evel-1IX and above Executive Director
Procurement Procedure

Programme materials/office supplies can only be purchaseg on the
basis of approved reguisiLiIOns. No purchase can mage without
verification of the cost of the requisitioned jtems from atieast 3
bonafide suppliers. Too much emphasis need not be placed on obtaining
written gquotations from suppliers i1nasmuchas Such a process gives rise
to a tendency on the part of supplijlers to quote higher prices. A
better and effective approach would be to carry out on the spot survey
of the commodities ang prices.

I1f price of tne materials/supplies exceed Tk.10,000, a statement
incorporating particulars such as the name and address c¢f suppliers,
price oqucted and other relevant matters must be submitted by the

puyers toc Manager Logistics approval and other procedure shall be as

follows:

Amount/value Buyers (Officials]) Bills approval
involved

Unit cost upto 1 official from Logistics Manager Logi1sSLICS
Tk. 2,000 and Department and 1 official

total cost upto either from Accounts or

Tk. 10,000 Audit Department

Unit cost above - go - Director Programs

Tk. 2,000 and total
cost over Tk.10,000

For the following categories of materials spot verification 1S

not reguired:

- Wnere the i1tem is purchased from the manufacturer or sole agenti.



TABLE 3.2

C VITY F
1 [#] AS
Tk million)

Smonth
1989 1930
A. RDP Core:
- inecrease in loan fund 47.4 51.0
- operating expenses 61.1 62.3
~ capital expenses 13.3 37.4
B. RDP Sectoral:
~ KFPE 28.3 38.3
-~ IGVGD 11.2 7.0
-~ MDP 0.0 4.0
C. RCP: 0.0 62.7
D. Housing for Rural Poor: 11.7 T.2
E. Emergency and Post Flood Rehab.: 62.9 0.0
F. CEP: T0.7 57.2
G. Increase in other Assets: T78.7 23.8
H. Other projects: —27.0 —18.2
TOTAL USES OF CASH 412.3 369.1
Cash balance December 31, 1985: 119.4
Cash balance September 30, 1990:= 167.2
531.7 536.3
Notes:

The increase in other assets for 1989 includes advances
against purchases and expenses (Tk 31 million), new premises
and stock for Aarong (Tk 20 million) and new equipment for
BRAC printers (Tk 12 million)

* BRAC's cash position must alwavys at least equal its
cbligations to members for individual savings, group funds,
etc. - approximately Tk 130 million at September 30, 1990.



- There 1s only one manufacturer or supplier of the i1tem.

2. Construction Materials:
Construction materials against approved constructions are
purchased by the Construction Department as per guidelines laid down

in the personnel procedure which 1s as under:

Table of authority
a) Capital expenditure within budget

Amount/vValue Originator Approval
involved (Empioyee Level)
Upto Tk. 10,000 Level VII or above Incharge/Supervisor

of Level X and above

Upto Tk. 10,000 Do Incharge/Supervisor
of Level IX and above

Upto Tk. 25,000 Do Incharge/Supervisor
of Level XI1 and above

Above Tk.25,000 Do Executive Director

B) Capital expengiture Qutlsice Dugget

Capital expenditure nct allocated 1n the budget must De approved
by the Executive Director. Once approval of the Executive Director 1s
obtained 1t i1s deemed part of the budgeted expenditure and table of

financial authority as applicable to budgeted expective applies.

Procurement Procedure

Construction materials against constructions allocated the
budgets can be procureg after cbtaining gquotations from a minimum n; 3
ithree) suppliers/manufacturers. There s no need to place TO much
emphasis On written quotations sInce sSuch as process sometimes

encourages suppliers to 1nflate prices of 1tems quotea. A better



approach 1s to be to undertake spot verification of prices of the
items. If the unit price of the item(s) to be procured 1s above Tk.
2,000 or total value of items exceed Tk. 10,000 the buyers shall
prepare a statement showing particulars such as the name and address
of the suppliers, price, etc. and shall obtain approval from the
Manager Construction. If the value of the i1tems exceeds Tk. 50,000
prior approval of the Manager Construction jointly with either of the
Chief Accountant or Deputy Chief Accountant or Chief Auditor has to be

obtainted.

Field Level Procurement

Value Buying of items Approval of pilis
Unit price upto Site Engineers Incharge/Head of
Tk. 2,000 and and PO (Accounts) in level V11 and
total value upto or PO above
Tk. 10,000
Unit price above Site Engineer/ Incharge/Head n
Tk. 2,000 and totai PO (Accounts) or level IX and above
value above PO
Tk. 10,000

Heag Office level procurement

Unit price upto 1 (one) from Const- Manager Construction
Tk. 2,000 and total ruction Department
value upto Tk. 10,000 + 1 (one) from either

Accounts Department
or Audit Department

Unit price above _
Tk. 2,000 and total - Do = Director
value above Tk.10,000 Administration

Spot verification of the i1tems, prices etc. 18 NOL necessary 1n
the following cases: -where the procurement 1S made directly from tne
manufacturer or the sole agent (approval of brand to be procureg must

be given by the Manager Construction).

- where the 1tem 15 dealt with by only one supplier.
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B, Emplayment & Incoms Osneration

1.0 Poultry

1.1 Poultry workers - Th, 30 per traines per day
for % cays (30 & 20 Now)

1.8 Poultry worker suppliss Tk, 100 per trainess

1.3 Fearsrs - Th 30 par traines per day
for 3 days (200.400,400)

2.0 Liveatock
2, Paravet - Th 90 per trainee poar day for 30 days (10 toa)

2.2 HBafreshers Courss - Tk %0 par traines per Ay
for 3 days (yr. 2, | courss, yr.3, 3 courses)

2.3 Suoplies - Th, 700 per traines (10 Mow, |

I.4 Cow rearing/Besf fattening -
Th.J0 per traines per day for 7 days (25.100 & 20O}

3.0 Horticulturs & Crop

3.1 Horticulture Nursery - Th. 90%T days per tralnes
par courss (3 nos, sach \n yr, ¥ A 3)

3.2 Crop proguction- Tk, 50 per traines per day
for 4 day (100 Mowm. sach yr. 2 & 3)

1.3 .0, Logistics A Managessent Support
- 108 of 1.1 to 3.2

Cost pear branch

¥r. 1 Branch (20.10,20)
Yr, £ Branch (30.20,20)
¥r. 3 Branch (20.20.20)

Tota)

18,000

$.2%0

3.,07%

13,823

1960

ate, 800
1.943.300
2.39%0.300

$.710,100

1,000
2.000

27.000

21,000

3,150

20,000

12,018

(LD

aTe, 300
2,841,300
1.3%0.300

5,710,100

18 .000

42,000

3.180

20,000

10,003

1My, 88

ez
878,500
2,843,300
2.380,300

$. Mo 100

TOTAL
¥.,029.%00
T.82%,%00
1,170,900

17,130,300



[l S607) training support to 4 yr & above branches

= Th, 30000 per Branch = 30.%0,.%0 00 . 000 1. %00 . 000 1.100 000 4. %00 . 000
H.0. Logidetice & Hanagessni Support
= 10% of 35111 training support 80,000 150, 000 210,000 450,000
fotal #0000 i . 830,000 2.310.000 4.,9%0.000
Inflation adjusted cost 8,700,100 B, 008,010 B.Toa 300 14,300,
T, DEVELOPHENT OF WUMAL RESOURNCES
I fiorn Formal Primary Education: fat ysar BSchool ind year School dra year Bchool
Start up Varisbis Btart up Varisbls Start up Varlabls
Cost Cowt Cost Cout Cost Cost
'] Teaching coat & supplies
1 Teachears Tratning - Th 17019 days 1,800 o L] ] ] o
[ H teachern rafrashar courss - Th, 170x7 dayn -] o L] 840 L] a4p
A)., Teschers workahop - Th 13 = 10, 10, 10 o 180 L] 150 L 1 -
Ad.  Teachars salary = Th, 400a17 sonthe 0 &,800 2 4,800 o 4,800
4%, Learners Books & Charts 1,418 o 1,138 o 1.7 ]
A8, Teaching atde & sguipmants 2.884 o 1,800 il 1,208 o
n. School rent/saintenance - Th. 100 & 13 sonihe 1. 200 o 1,200 o 1,200 o
G. Organisation & Bupsrvision
C1. Staff salary
Ci. i Fisld Supsrvimor - Th, 27 = 11 senthe a FLL] ] 84 ] FL L]
C1.0 Program Organiser - Th, 178 & 1] santhe a 1,100 0 1,00 o 2.100
€1.3 Traval & Tranmport = 38% of C1.0 & €1.2 -] " o azr -] w2
C1 4 pFfice & Sta®f Acoosodat fon o 140 ] 240 a 140
4.0 seal? Training - 4% af CI. 0 & €)1, 2 " o L§] o L] o
b. H.D.Logistics & Mgt. cost - YOR of Total cost (AL ) LEL aro "2 i 1”2
T4 8,700 4,088 10,144 4,301 0,14

Total cost per school



Frimary fDducation For Older Children

1et year School Ind ysar School

Start up Variabls Start up Variable

Cost Coet Cost Cost
Al Teacheres training - Th 170 = 19 days 1.800 o o o
AR, Teacher refresher courss - Th, 120 u 7 days o o ] L1
A3, Teachars workshop - Th. 153 & 10, 10 o 150 L] 150
Al Teachers salary - Th. 400 = 12 months o 4,800 o 4,800
A%, Books & Suppliss 2.552 0 1,347 o
LLD Teaching aide & esouipesent 2.084 o .23 o
B, fchool rent/maintenance - Th, 100 = 12 months 1,200 o 1,200 P <]
c. Organisation & supervision
€1, Staf? oalary
CH.1 Fisld BSuparvimor - Th, 22 x 12 montha L] 84 0 84
€1.2 Program Organiser - Th, 1780 & 12 monthe o 2,100 0 2,100
€1.3 Travel & transportation - 38% of C1.1 & €1, 2 4] Az ] azr
C1.4 Office & ataff accosocdst ion 0 140 o a0
CY.5 Staff training - 4% of ©1.1 & €1.2 L ] o L 1] o
- B H.O.Logistice & Managessnt Support - 10% of Tota! Cost a1 [ E1] ann "2

Total Cost Per School LR ».2720 8.308 1,144



Yoarwine cost Ffor ton Forsa) Primary Eoucatl ion Program

Opening e schoo)
April
Aectanter

18t year school

Ind yuar school

Jrd year school

fotal
Motor Cyclie for PO and PR Vear | Th, 45,000 « O lioa,
Yoar 7 Th 43,000 = 139 nos.

Yaar ) Th, 08,000 = § Noa.

Tetal
Infiation sdjusted cost

Year wise cost for Prissry [oucation for
OVger ChiTaren | Kishor/iahor i )

pening nes schools
April

fesptembar
st year school

Ind yesar schoo)

Tatal

Hotor Cycle for PO and FB Year | Th. 40,000 = O Nowe.
Yoar 7 Th 48,000 = 70 Moe.
Yaar § Th, 48,000 = O Noa,

fotaL
Inflation sdjusted cost
Orend Total

LLTERL AL ]
T.aEmn
ELIRL AT
FLL ]

LU DAL R
12,910,708

BT8R0, AR7
L]

Iy .een 427
V.m0 427

1,004

a

V004
(LLIEL R
8,200,270

aRTuINNIR
10,811,208

X000
o

23,900 .00
3,309,900
a9, 80T 008

We4aN2I0s. TH
0080, 027
FLTTHEL T 4
B.7H

1o0duBRE0N, 18
a0

reo
toa
]

roou TRV
S.838,.800

ToDOs VAT
14,212,000

WO td add
V128,008

¥7.700 008
8,253,000

43,978,000
8. 3Ta 302

o0

-]

w00
Jogumina
b ran,o88

1004u19817
18,873,100

Iy, 80z, TN
1,130,000

24,757,709
a7, 270,000
14,807 . 400

ToOs8II0N. I8
4.0, 799

100xBRE0ON, 28
LLIRE L]

Xm0 adn. 20
1,080,008

LLEEAT AR LT ]
V. E0E 000

a2

LY
1.000

1000 TR
F.hvaone

ToDsaz @
» RN, 400

100Ds W, dda
fa dad, 000

a3, 182007
174 .000

43,017 .07
8. 213,004

fo0aR1a4
4,880,800

Moo r18912
08007

T.028,08)
4]

18,008,843
.01, 040
T ARE AN

1000n BT 20x. 79
8,010,838

LLLEREAEE T,
3,309,700

400 den, 28 .
1,197, 088

S00sB220u. 29
1,182,042

1o0am O dam, TS
7,818,008
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Davelopment of Pural Hanagers
Proyramse Parsonns| coat
Banic wmalary

Faculty - Tu,18,000«1F monthe « (2,5.7)

fisssarch asstts Th, 8500x1Imonths =(3.8.8 )
Sacretaries - Th.85%00x12 monthe = 1.1 & 2 Noa.
Librarian = Th, S58%00x12 wmonthasd.0.1 Mo

Agminintrator - Tk S800x12 monthe = O, O, 1 Nos.
Accountant - Th, 3700 x 12 montha = 1,1,1 Nom
Assfiatant Accountant = Th. 3000 & 12 monthe x 0,0,1 Noa
Typint =Tk, 3,000x12 montha x 1, 1 & 2 doa.

Travel cost 15% of al.to al.

Travel coat - 5% of a) to al

al

Maintenance and Service Jtarf

&, Basic salary:

a1 OGaurds - Th.2.000x12 monthe « 2.2.4 hiows,
a.2 Drivers - Tk, 3,000012 wonthe « 1,2,

4,1 Logietic Manager Th. $800«12montheld . 0,1 no,
a.4 Cantesn Manager - Th.dR00 & T2 months = 0.0.1 MNow,
a8 Peorm - Th,2,000012 monthe = 2,2 A 3 Hows,
4.0 Cooks - Tk . 3700x12 monthe = 1,1 & 4 Now,

a.? Clesanar A house kespers
«Th, 2000 x 12 month x 1,1,4 How,

otal

hecurring Eapsnses

&, Garera)l sipesnsss:

@.1. fStationary & Printing
a. 7. Eisctricity

Y. Telaphones

190

184,000

8,000

18,000

2. 700

8.120

ars.200

48,000
18,000

1

880,000
488,000
78,000
o

o
d4,400
o
36,000

8,120

|.006, 120

48,000
T2.000

48,000

dd 400

4 .000

238,400

100,000
14,000
10,000

1992

1,344,000
488,000
150,000

a0, 000
80,000
44 400
38,000
T.000

271.800

I8, 420

2,542 ,.4030

8,000
108,000
a8, 000
a7 ,800
T2.000
177,800

#8000

873,200

roo,000
200,000
100,000

Tovai

2,088,000
1. 170.000
37, 000
a4 , 000
88,000
133, 200
38 .900
144 000

A7R.T00

0. 880

§.2%4,%80

192 .000
218,000
Be, 000
Ar.800
tan 000
188 400

144,000

1,110,000

1%0, 000
113,000
200, 0o




3.2.3 Services to Outside Individuals and Agencies

As with the commercial coperations of BRAC the net proceeds from
services provided to outside interests - training courses primarily
- do not represent a major source of funds (3% of the sources over
the 21 month period of the Tables!. This income represents rather
creative use of existing resources and experience, and a business-
like attitude to what BRAC is doing. This attitude which is
consistently observed throughout all of BRAC's work augurs well for
the long term viability of the organization and its programmes.

3.2.4 Accumulated Profits

BRAC has approximately Tk 15m accumulated profits. Of this some Tk
10m has been reinvested and Tk 5m is kept in bank deposits.

3.3 LSES OF FUNDS

Table 3.2 summarizes how BRAC applies the funds it receives. Of
all expenditures made between January 1, 1989 and September 30,
1990, 46% went to RDP II and only BX went to RCP. The Child
Survival Programme |CSP) is another major programme, using 16% of
the funds available in the period of the Table.

3.4 AARONG AND AYESHA ABED FOUNDATION

Whereas Aarong appears in the consclidated audited financial
statements of BRAC, the Ayesha Abed Foundation does not. The twe
organizations are linked operationally but financially they are
independent. The Foundation receives its own funding directlr from
denors (principally from Oxfam and Appropriate Technology

International in the past, and currently from NORAD) and prepares
its own financial statements.

The purpose of the Foundation and its field centres and sub-centres
is to provide services to associations made up of large numbers of
women members of BRAC's VOs and to facilitate the sales by these
organizations of crafts to Aarong. The two existing associations
have some 3000 members and are centred in the Manikganj and

Jamalpur areas. It is understood that four additional associations
at new centres are planned.

The Foundation has provided short term financing to the women's
associations as well as equipment (looms, block printing tables,
etc.) work space and training. The associations are intended to
run as profitable entities, paying the Foundation a fee egual to

5% of sales income and providing dividends as well as piece work
salaries to the women who belong.

=1



It

a.5% Tranaport running cost
= Th.8,000x12 montha = 1,7 &4 1 Mowm,
a. 8, Rent (Office/Training facilities)
= Th. 25000217 momthd %,.%,%
Tatal
Teaching Materials Developsent

flavn latter/Journal

Profeasiona)l staff trg.

Total
Inflationa) adjusted coat

Less Training Incomss
Total for Deav. of Rural Managers

. VULNERABLE GROUP DEVELOPMENT FROGRAMME :

Facilitation for [ncome Generation

AN

fatarises & benafits

, H.0. Logietice & managesent support - 100 of A to O

AV, 1 Team Leaders - Th.85000x18 monthe = 34,308,038

At

At

Al 4 Field Coorgnators - Tk, #800x12 monthe = 2
A1.3 Traval § Transport - 353 of at. 1 to A.1.3

I Programse Organissrs
= Th.2000 x 12 montha x 102,108,108

3 Accountants - MI1Y

8 3Maff Tralning - 5% of A1.1 ta A,)

AL T Service stafr - Th, 1300x12 monthe « 34.38.08 nos

A).

Ad, - Rant & Utilities - Th. 3000 x 12 monthe & 14,384,386 nos

AS.

Training suppliss to VOD cardhoiders

= TW.30 per person (15000,17500,20000)
fitat foneriss & supoliss

= Th,500 x 1f months x 34.38.08 nos

Garearal Exp. & Haintansncs
- Th dffei? mantbhe « %4 98 .0A mas

T2, 000

300, 000

472,000

800,000
7E0, 700
o404, 002
2.404.082

800,000
1,804,382

2.040,000

3,427,200
L]

158,000
1,813,520
273,380
530, 400

180,000

144 .000

300 . 000

T88.000

o

1,300,000

arv.ae

8.008,.808

1.800,000
3,598, 8083

2,180,000

3,028,000
234,000
2,078,080

288,440
401,800

475,000

18,000
V.298,000

1 ROAH

218,000

0, 000

1,278,000

100,000

200,000

LLE L H

7,408,002

8,980,087

1.000,000
8,900,052

234,000
7.028,080
289,440
881,000

210,000
1,200,000

179 ann

43z . 000

WOU . OO0

2.987,000

120,000

200,000

1,900,000

Yy, 150

14,832,710

18,351,100

4,300 ,000
12,281,700

TOTAL

8,380,000

10,884,800
o

824,000
5.98%,800
882,240
1.883,800

T.025,000

018,000
3,818,000

LT T



AN, 1
AN, 7
(1M

L1

Capital fapandliure
Furniture & Fliature = HiND

Motorcyele - 10 Hos, = Th, 48,000 in Year 3
Incubator Rearing houss

W.0. Legistice § Manggesent supeort
= Th, 108 of A1 ko &3

Tolal
Infiation adjusted cost

AMCTON PROGA S CONT
Finhary

Baiaries and &llowsnce of PO
«Th, W00 = '} monkh u I8 Mow,

Travelling and trenspactation 38 & of A)

Fish Murssry = Th,. 90 per traines per day
for I8 daye [300.000,800)

Fimh Culture = Th. 18 ber Lraines per day
tor § days (900,800,%00)

Refrashars courss = Th, |8 par traines per iay
for § days (300,300,700)

H.0, Logistice and Hanagessnt Bupport
- jon af A0 ke A0

Toral
Infistion ad)usted cosy

Frrigat ton

Sataries and allovance of PO
= Th, AB00aIR sontha & 30, 40.%0 noa

Travelitng & traneportastion - 33 & of 0.1

Machanics - Th 40 per braines per day
Por 19 days [19.73.7%)

1,088,108

11,800,840
1. 00% 040

e, 00

ivo,000

7,000

1.853.000
1,885,080

T4, n00

110,000
1o, 000

15,929, .09
L ATE. TN

e
410,060

83,800

110,000

ar.900

LLERL]

f.000,080
1 The, 400

114 .000

1,080,478

12,748,102
18,418,000

-
010,000

31,800

1,878,790
1,000,000

1,100,000

o0

180,000
Tio.000
100,000

3.5TR.002

Mmve
dp.rov. a0

210,000

112,800

arr, 000

A, 007,980
§.008.040

sy A



B.4 Irerigation Mananesant-Th 40«7 dayusl00 . 1000 . 1000,n41

B.%Buppiiss & sguipsant

B.8 W0 Logistice and Managessnt 3upport
= 0% of b.1.%0 b.5.

Total
Inflation adjusted cout

€. Apiculturs - Th. .50 per traines per day
for 4 dayse (200,.300,200)

€C.1 H. 0. Logistice and Hanapssant Support - 100 of C

Tota!
Inflation adjusted cost

D. Seri/Ery Gulture

0.1 Sapling - Th.2«1800000,3000000,3000000 nos.
D.2 Chawki Centres - Tk, 10000x48 ;154,150 centres
0.3 Besling Machines - Th, 250000 « 4,.4,4

0.4 SALARY AND ALLOWANCES

D.4.1 Program Incharge - Th. 830012

0.4.2 PO, (Sericulture)-Th, 3700x1 28,18, 18, How.
D.4.3 Sericulturs asett,-Thk. 1500n12x40,70.80 Hoa.
D.% TRALINING

0.5.7 8.8 = Th.30W30 cays «=40.30, 10noe

0.%.2 *.0 Th MORXOdaym NB.08,0

0.5%.2 Asarsrs = Th, 15«20 days = 700, 1000, 1000 Hos,
0.%.3 Training Suppiies - Th.100 x 700, 1000, 1000 Nowe.

0.8 THANSPORT & TRAVELLING

0.98.1 Matargycis - Th, 45000 = 8,10,0 Hos,
0.8.2 Travelling ATranaport - 35% of D.4.1 & D.4.2

0.8.3 M.0. Logistica & Management Support-100 of D.V to 0.9

Tota)
TafFilaftinn sdlusafead el

300 . 000

1,099,800
3,000,800

43,000
94,000

3.200.000
480,000
1.000,000

78.000
3%%,.200
120,000

80,000
800
210.000

70,000

270,000
151,820
17,400

T.213,%00
7. 313 00

IR0, 000

7%0.000

J8T.v00

4,038,100
4, ddy, 910

50,000

45,000
40, 500

&, 000,000
1,540,000
1,000,000

78.000
710,400
1.260,000

45,000
1,800
300,000

480, 000
78,940
1. 108,500

12.008. 440
1d.17% .04

200,000

730,000

440,000

8,058,400

%.000

3% .000
68.%%0

4,000,000
1,300,000
1,000,000

T8 .000
710,400
1,440,000

18,000

L]
279,940
1,104,340

12,531,880
i85 1A% . TRY

818 . 000

1,000,000

a8 . 800

17,977,000
13,388,110

130,000
18,000

184,000
182.0%0

15,200,000
.. 3,500,000
3.000,000

234,000
1,078,000
1,420,000

120,000
43, 200
810,000

170.000

120,000
703,800
T,837.020

32,834,020
38 _A%4._Ta?



£, OTHER SKILLA TRAINING

.1, Other skilis training - Th, 300 par traines

par course (1200,1200,1300) a00 , 000
£.2 falaries A allowance Tk, 4500 = 12 = 3,.8.8 Now, 182,000
E.3  Travelling and transportation 3% % of E.1 58,700
E.q4 Procduct ion Centre Conatruction Th, 30,000 « 0,320,720 o
£.5 Supplies - Tk, 500 per traines (3500,700,1000)% 750,000
£.8 H.0. Logistics and Hanagessnt Support
- 108 of £.1 to E.8 1o8.870
Total: 1,175,870
Infiation adjusted coet 1,178,970
v BRANCH OFERATING COST
Par sonth Par Year
1 Manager 8.000 12,000
1 Program Organieer 3.T00 133,300
1 Accountant 1.800 1) .000
| Cashisr I.800 13,800
8 GOs 1,300 140,400
Travalling & Transportation 3%% Salary of Manager APO 3,398 71,820
198 Salary of Accountant 420 5,040
Other costs 5,000 80,000
H.0, Logiatics and Hanagesspt support (10%) 54,0888
TOTAL a04 028
1980
1980 comt a0a, 828
Ha, of branah no
014 Branch Hew Dranch a8, 370,080
Year 1800 70 20 (8 monthe)= 10 branch
Year 1987 TO I0 (8 monitha)s 10 Branch
Year 1982 TO I0 (8 monthaje 10 branch
Rent Ffor (20.20.20 branches) 120.000
Total 49,090,080
Inflation adjusted coet 49,080 .080

800,000
324,000
113,400
800,000
330,000

198,740

T,188,140
2,404,754

a04, 828
L1
48,370,080

120,000
49 .090.080
43,089 .008

800,000
324,000
113,400
800,000
330,000

198, 140

2.188,140
2.848.220

1982

604,828
80
48,370,080

120,000
49.000.080
89,.3%8.907

1,800,000
810,000
183, %00

1,200,000
950, 000

1.5947.0%0
6,223,393

TOTAL

1,813,478

145,110,240

2.180,000
147,270,240
182 488,103



V1 REGIONAL OFFICE OPERATING
Regional Mansper
Hon i tor
fService staff
Aent

Transportation

Other Cost

Total/month

Total for & reglion
Inflation adjusted cost

coay
10,000
%.000
1,300
8,000
8.000
3.000
13.300

¥Il. ATAFF TRAINING AMD DEVELDPMENT

7.8% of salary in ysar 1
% of Salary in year 2
Hanagar

P.O

Accountant

Cashisr
a.a

Aegional Manager
Mo i tar

Total Salary

12,000
133, 200
33,800
33,800
140,400
412 .000

120,000
40.000
180,000

T.8% in year 1 & 8% in year 243,

Inflation adjusted cost

VIII. LOAN FUND REQUIREMENT :

Proposed outetanding at year snd:

Ist yr. branch 811,000 = 20,20,20
ind yr, branch 1.858,000 = 20,20,20
drd yr, branch 3,832,000 = 20, 20, B0

dth yr. branch 8000000xE0
4th yr. branch 8,487,000x20

dth yr, branch 8,457,000 x 70

Total

3,188,000
3,190,800

413,800

180, 000

1,440,000
34,404,000

7,404,000
2.584,800

12.240,000
AT, 100,000
T8.840,000
120,000 , 000

40,040,000

3,198,800
3,918,480

412,800
a0
33.024,000

1,440,000

34,484,000

1,723,200
1,888,520

12,240,000
37,180,000
78,040,000
128,140,000

259,180,000

3,198, 800
1,808,128

412,800
8o

33,024,000 °

180,000

L]
1,440,000
14,404,000

1.721,200
2,088,072

12,240,000
37,180,000
74,040,000
128,140,000

9.990. 400
10,381, 408

103,392,000

0,031,200
8,983,392

38,730,000
111,400,000
219,920,000
AT 200,000

758.400,000



Expected outetanding At year beginning
Reauirement
Less  Sals Procesds from Bank

Hat Feguiresent

IN. CAPITAL INVESTMENT

Coat per bramnch

Land 130000
Building 1000000
Furniture 40000
Frioggs & Flask 20000
Jthars 20000
Tota) 1340000
15990 cost
Ha, of branches
Sub Total

Motor Cycle for POw Th, 43,000 « 7800,.121,80

Tatal
Less Sals procesds Lo bank-Thk, 780000x10,20,20 branches
Hat reguiressnt for bLranch

fagional OFfice:

Furniture
Motor cycls

Total

Ho of Reglons

Total for Region

Head affice cost:
Furniture & Fisturs
Computer sstension
Telsphons instaliation

Total for W.0,

Orand Total 4
Inflation sdjusted cost

88,000,000

150,040,000

41,000,000

109.040.000

¥r. 1

1.240.000
0
24,800,000
12,800,000
o
37,400,000
7,500,000
0,900,000

80.000
45,000
85,000 95,000

L]

180,000
1,000,000
3,500,000
1.000,000
8,300, 000

37,180,000
37,180,000

128,040,000

129,140,000

120,000,000

8,140,000

Yr. 2

1,240,000
0
24,800,000
8,443,000
L]

A0, 24%,000
15,000,000
14,245,000

3,000
Te0,000
500,000
300,000

1,000,000
1,800,000

17,008,000
19,801,800

120,040,000

128,140,000

128,140,000

1992

Yr. 3

1,240,000

24,800,000 °

3,800,000
h, 400, OO0

15,000,000
13,400,000

93,000
180, 000
300,000
100,000

1.000,000

15,880,000
19,180,800

348,080 .000

408.320.000

290,140,000

118,180,000

74,400 ,000
21,848,000

o
W, DA% D00
37,500,000
58,545,000

2,280,000
3,000,000
4,000,000
3.000,000
10,000,000

10,829,000
75,838,100



K, PROGAAM INFRASTRUCTURE :

Principal Managesent Training Centre:

&, Land & Land deve)opsent

b, Buliding (Th,#00s=20,000 aft. )

€, Furniture & Fidgure

d. Training & office sguipssnt

®, Vehiciea (18t ysar | Mo. car InG year 1 No.jeso
A 3rd year 1| No, Bua).

Total
Inflation adjusted cost

. Training and Rescurce Centre ) cenlreas
Land and Land Development
Byt 1aing
Fyrniture and Fisture
Training and Office Eguipment
Vanicie
Total
Infiation Adjustesent
i, Expannion of sxisting TARCE

Total
Inflatiion adjusted cost

Grangd Total

1990

4,000,000
o

844,000
100,000

1.000.000

S.944,000
5,944,000

3.000.000
18,000,000
2,000,000
1.000,000
1,200,000
24,200,000

28,100,000

4,000,000

4,000,000
4,000,000

38,144,000

1.000.000

26,188,000
22 808,800

8,000,000
14,000,000
. 000,000
1,200,000
2,400,000
3% ,000, 000

8,000,000

4,000,000
8,900,000

87,828,800

1,888,000
1,384,000

1.000,000

4.072.000
4,927,120

oo Do oo

o

3,000,000
8,080,000

10,877,120

TOTAL

3,000 , 000

30,804 .000
13,737,920

hm.m
4,000,000
4,000,000
'im.{m
3.800,000
80,800,000

84,280,000

Vd 000, 000
13,580,000

13,047,020



xl.

A,

.
"
.. 3
w4
a8
st
u.?
an
an

fural Enterprise Programss:
Frogram personns] coet
Salaries and benafits

fconominte Th, %,000 x 12 monthe = 2 low,

Ssnior Prograsss Organissrs Th., 8,500 = 12 montne « § Mo
Junior Program Organiser Tk, §.000 « 17 sonthe = 8 Nos,
Program Organiser (Fesale) Th.4200 = 12 msontha = 4 Nos,

Accountant Th. 5,000 x 12 monthe & 1 Nos.
Driver Th,2.000 x 12 months x 2 Nos,

Typist Tk, 4,200 = 12 monthe « 1 Mo,

Office Aamiatant Th., 4,200 a 12 monthe = | fo.

Travel & transport 35% of a.1 to &, 8

Tota?

B. Programme [rpDenses

[P
[ T
[T ]
a4
a8
a.f
a.l
a.h

al,
al.
al,

Trainers

Loca) trainers Th. 23,000 = 1! msontha = | No.
Forsign consultants Tk. 30,000 x & msonthe & 1 No.
Trainars travel. Houmning

fuperimental Project Materials

Extennion saterials

Pilot project fund

Forsign travel cost

Ataf? training

Total

Racurring [spenses

Office rent T 2000 = 12 montha

Utiiities & saintenance - Th. 1400 «12 sonths

OFfice Supblies - Tk . B00 = 12 monthe

TaTaL

W0, Logietice & Adminietrative Eapsress -\0W of & 1o C

Total Bural Enterprise Prograses |
Inflation sdjuatsd cost

218,000
488,000
380,000
201,800
80,000
72,000
80,400
80,400
asd . 000

1,838,380

300,000
440,000
182 .000
100 . 000
10,000
100 .000
120.000
87,000

1.838,000

214,000
18,800
8,800
80, 400

Wz, A8

4,207,230
4,207,238

1891

218.000
488,000
180.000
201.800
40,000
12,000
80,400
50,400
A58, 000

1,928,360

300,000
540,000
192,000
100,000

10,000
300,000
120,000
250,000

24.000
18.800

8,800
A0, 400
2,378

4,208,138
4,028,730

1902

218,000
488,000
380,000
201,800
a0, 000
12,000
50, 400
80,400
458,980

300,000
340,000
192,000
100,000

30,000
300,000
120,000
288,000

1,858,000

24.000
18.800
9.800
30, 400
381.37%

4,200,134
5,000,424

TaraL

848,000
1. 404 D00
1,080,000
804,800
180,000
218,000
181,200
191,200
1,370,880

§.008 ,.080

900 . 000
1,820,000
T8 .000
100, 600
0,000
#00 , 000
180,000
188,000

5.818,000

12.000
90,400
i8.800
13, 200

LRI b ]

12,818,808
13,823,410



i

LORN FUND INTEREST IHCOME

Outstanding at ysar begining
Outetanding at ysarsnd
Total
188 Intarest [ncoss on average outstanding
Less Loan Loas Provision
(2% of tota) disburssssnt)

HET INTERST INCOME

calculation shaat for loan lo8s provision
int year branch P80 ,000x20,10,10

Ind year branch 7,000,000 » 20 .20, 10
Jrd yoar branch 3.040,000x20,20,20

Atn year oranch §,740,000s320,3%0,30

total

n of Disburasmant

8. 000 , D00
248,040,000
342,040,000
27,383,200

6,008,000

20,887,200

20,007,200

1980
19.200.000
52,000,000

100, 800 , 000
182,000, 00D
334,800,000

B.008,000

120,040,000
%%, 180,000
81,220,000

30,487,800

8,504,000

23,981,800

23,991,000

19
i.m.m
42,000,000
100,000,000
187,00, DO
225,2100,000
8,404,000

128,040,000
258,100,000
381,220,000

30,497,800

5,984,000

24,813,800

24,513,800

ez
» . 800,000
28,000,000
104,800 , 000
182 ,B00, 000
299,200,000
5,004,000

88,258,400

19, 184,000

9,174,400

89,174,400



The only direct support provided by BRAC to the Foundation is a
training allowance that RDP pays to women whe are learning a skill
such as weaving or block printing.

3.5 AUDITORS REPORTS FOR BRAC

BRAC's auditor is currently ACSABIN & Co. This company prepared
the audited statement for BRAC's financial rear ending December
31, 1989, and will also be preparing the report for 1990. ACNABIN
has also prepared specific quarterly reports for the doners to RDP
I1 and RCP which provided valuable information and insight to the

Review Team.

Sources of Cash:
- Donors
= Net int.
- Dther

inc.

Total

Uses of Cash:
= Core Program
- Sectoral

Total

Notes:

1

N
(Tk million)
Project Estimated
Budget 9 month
1530 Budget
268.4 201.3
20.6 15.4
289.0 216.7
21B.5 164.6
- P — - .
289.0 216.7

TABLE 4.1

9 month
Actual Variance
157.0 44.3
1Z2.7 2.7
30.3 130.3)
200.0 16.71
150.7 13.9
—Ead. B
200.0 16.7

- The 9 month estimated budget was calculated assuming that
the proposed annual budget would be spent evenly over the

project vear.

This is not necessarily true but will suffice

for the purposes of this analysis and does not significantly
alter the conclusions.



Sources of Cash:

Uses

Note:

- Borrowers'
funds rec’d
Jan.1/90

- Increase in
borrowers’
savings

- Donors' funds

- Other liab.

- Cash from
operations

Total sources:

of Cash:

- Increase in
cash on hand

- Investments

= Increase in
gross loans
outstanding

- Increase in
fixed assets

- Other assets

- Purchase 10
branches from
RDP (Janl/90)

Total uses:

re: Purchase 10
branches from
RDP (Janl/901}

loans

fixed assets

N
9 MOXTH 1990
(Tk millian}
Project Estimated
Budget 9 month
1990 Budget
22.4 22.4
10.5 T
156.0 117.
ﬂ"'u ﬂq
191.1 148.0
1.9 i8.0)
$8.1 73.6
26.0 19.35
9.0 6.
c.0 0.
M“ &
191.1 148.0
50.0 30
5‘1 Etl
56.1 56.1

TABLE 4.2

9 month
Actual Variance

14.4 8.0
10.1 {(2.2)
39.5 57.5
3.1 {3:1)

86.4 61.6
7.9 {15.9)
0.0 73.6

23.7 (4.2)

3"3 315
2.6 [2.6)
48.9 1.2

41"1 E-g
7.8 {1.7)



4. EDE 11 AND RCP FINANCIAL OVERVIEW

4.1 RDP FUNDING

Tables 4.1 and 4.2 provide an overall summary of RDP and RCP's
actual expenditure to 30th September, 1990, in comparison with the
originally agreed budgets. They reveal:

4.1.1 Funding Shortfall

BRAC's total funding for RDP II and RCP was Tk 78.3 million short
of forecast.

al Total funds available during the period for RDP I] and RCP

activities equalled Tk 286.4 million vs. Tk 364.7 million
forecast.

b) The shortfall in donor funding was Tk 101.8 million. This

shortfall was partly offset by the use by BRAC of “other”
funds of Tk 30.3 million.

4.1.2. Activities Under Target

The activities carried out by BRAC necessarily fell short of the
overall spending objectives by the same Tk 78.3 million.

a) With respect to RCP 1I, expenditures were Tk 13.9 million
less for Core activities and Tk 2.8 million less for Sectoral
programs than anticipated.

b) ¥ith respect to RCP the project underspent by Tk 71.2
wmillicen. The major variance relates to the investments that

were supposed to have been made but due to lack of funds were
not.

4.2 RDP EXPENDITURE

A review of Table 4.3 reveals that whereas there was a net under-
expenditure for RDP 11 there were, in fact, some positive and some
negative variances. The most significant are;

Ik m
= Construction of nex TARCs - 11.4
- XNFPE - 4.3
- Employvment and inccome generation activity - 3.0
- Expansion of existing TARCs - 1.4

10



4.2.2. Activities Under Spent

Ik m
= RDP revolving loan fund - 24.6
- MDP - 4.9
- IGVDG - 2.2
= Institution Building - 2.0
- REP - L

As indicated in Table 4.3, each of areas of activity for RDP II is
discussed in specific sections of this Review Mission.

Also, as can be seen in the RDP Activity Summary, Branch, Regional
and Head Office costs (operating and capital expenditures) were
more or less on target and consegquently will not be reviewed in
detail in this analysis except as they relate to the issues of
management capacity discussed in Section B.2.1.

4.3 PERFORMANCE OF RCP

Tables 4.4 and 4.5 (also presented in Section 7 as Tables 7.1 and
7.2), RCP's balance sheet and income statement, provide additional
summary information with respect to the performance of RCP. As
discussed in Section 7.3 below, despite the slox start-up, problenms
with the transfer of the 10 designated RDP Areas Offices to become
RCP Branch Offices, and various factors such as the absence of any

investments, the actual result achieved in terms of net operating
profit was almost exactly on tarcget.

4.4 CONCLUSION

The full implications of these figures are discussed ip Section 7
below. In this context, it is relevant to note that the funds which
might be available from donors in Taka terms for RDP II and RCP in
1990 and the following rears could be considerably greater than
those originally budgeted. This is entirely on the basis of
currency changes since the budget was approved.

As the figures in Section 11 below indicate, the total budget for
RDP II and RCP was Tk 1554m. The funds now possibly available

taking into acccount only the difference in the US dollar to Taka
rate (Tk 35.5 compared to Tk 31.7 = USS1), could be Tk 1,740m. Also
taking into account the currently higher rates for the European
currencies, the sum could be as much as Tk 1,995m. This report may

be useful te deonors in making decisions related to the increase
requested by BRAC.

11



TABLE 4.3

Al L 1 ¥ BY
9 MOXTH 1990
For discussion
Estimated Actual of Target vs.
3 month 9 month Actupal results
Budget expense Variance please see
following
1. CDRE PROGRAM iTk million) sections of
this report
A. Institution
Building 8.2 7.2 2.0 Secticn 3
B. Employment &
Income Gener. 10.0 13.0 (3.0) Section 6
C. Branch & R.O.
oper. exp. 39.4 39.2 0.2 Section B
D. Branch, R.O. &
H.O. cap. invest. 23.6 22.9 0.7 Section B
E. Revolving loan
fund 75.8 51.0 24.6 Section 7
F.1 Expansion of
existing TARC's o7 3.1 (1.4) Section 8
F.2 Construction of
new TARC's - 11.4 {11.4) Section B
F.3 REP 3.5 1.8 =7 Section 6
F.4 RED 1.6 . 5 . Section 3
Totals: 164.6 150.7 13.9
2. SECTORAL PROGRAMS
A. NFPE 33.0 38.3 14.3)
B. MDP B.9 4.0 4.9
C. IGVGD 9.2 7.0 s
Totals: 52.1 49.3 2.8
Less: net interest
income 15.4 12.7 2.7
Total Funding
Reguired 201.3 187.3 14.0
- received from Donors 157.0
- other sources 30.2
18%.3

12



TABLE 4.4
RCP BALANCE SHEET

{Tk million)
Estimated position Actual position

ASSETS: at Sept. 30/90 at Sept. 30/90 Variance
Cash (8.0) 7.9 15.9
Current assets 0.0 2.6 2.6
Investments 73.6 0.0 (73.6)
¥et loans 68.6 83.7 { 4.9)
Net fixed assets i TS _lo.8 { 0.3)

Total assets 145.3 85.0 {60.3)
LIABILITIES:
Members' funds 30.3 24.5 { 5.8)
Current liabilities 0.0 3.1 3.1
BRAC loan 111.0 SR8 (57.5)

Total liab. 147.3 87.1 {60.2)
EQUITY:
Retained earnings

- profit [2.2) {2.1) 0.1

Total equity

plus liab. 145.1 B5.0 [60.1)

13



Estimated position
at Sept. 30/%0

INCOME:

Investment income
Interest income

Total int. inc.
Interest on deposits

OPERATING EXPENSES:

Branch operating exp.
Regional operat. exp.
H.O. operating exp.
Depreciation

Loan loss provisien
Staff training

Total oper. exp.

NET OPERATING PROFIT

RCP_ JNCOME STATEMENT
o .
{Tk million)

3.3 0.0
1‘#2 EIE
10.5 6.6
1.8 o
8.7 5.3
D7 4.9
0.4 0.4
1.7 0.6
1.5 0.3
1.4 1.1
0.2 0.1
10.9 7.4
[2.2) (2.1)

Actual position
At Sept. 34/90

TABLE 4.5

Variance
(3.3)
(0.9)
(4.2}
10.5)
(3.7)

(

OO O

- - L3
L B = O
S

(
{
{

e

10.1)
(3.5)

(0.1)

Explanations for and the implications of the variances in RCP's
performance are discussed in Section 7.
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5.1 INTRODUCTION
5.1.1 Changes in the BRAC Approach

The institution-building process is the foundation

for
participation and for the reception eof credit and services.
Sector Programmes in education, health service and income

generating activities for vulnerable groups provide services to
RDP and RCP, but also to groups in areas outside these programme
areas. These programmes have separate organizational structures
which operate in consort with RDP and RCP, and which build on a
strategy of cooperation with government institutions.

BRAC's long term strategy usually starts with health
interventions, includes non formal education, then leads to the
formation of Rural Development Programme activities and to RCP.
Throughout the process, the sector programmes work in cooperation
with government service delivery systems, rather than as parallel
operations, partly in order to help villagers take advantages of
government services that some have not known were available.

Important changes were made during 1989 in the institution-
building approach of RDP in order tc enable Village
Organizations to operate more unifermly and with greater
accountability, especially within the framework of a credit
programme. These proved more problematic than expected. New
rules and regulations, meant to enhance the accountability and
internal democracy in the VOs, caused a3 number of members to
leave and some \Os, especially older ones, to close. A full

discussion of the restructuring and its effects is included in
Anﬂtx 5 N

Important effects of this restructuring were that

- male VOs and male membership declined somewhat, and women
now constitute roughly two thirds of the membership;

a bottleneck was created regarding disbursement of credit

linked to obligatory awareness training; this problem

should, however, be solved by the first gquarter of 1991;

vounder branches perform better than Year 4 branches;!

- the village federation process has not advanced, a2 policr

discussion regarding federation strategies still has to be
conducted.

! BRAC Branches are categorized as Year, Year Z, Year 3 and

Year 4. Year 4 branches may be as much as ten Years old. The poor

performance discussed here usually relates to older Year §
branches. See alsoc Annex 9.
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$.1.2 1lnpuls and Achievements

As noted above, the introduction of new rules and regulations
for VO0s in early 1989 created problems for the older VOs.
Branches with Y0z formed after 1988 have had an unproblematic
restructuring, vhereas Year 4 branches are found to bear the
ma jor responsibility for under-achievement of membership targets.
The same applies to the RCP branches where male members have
actuslly declined in real figures and the number of VOs is now 6%
lower than at the time of transfer from RDP to RCP. The actual
number of female members and female VOs have increased, however.

The increase in RDP members alsc stands slightly below target
f28% of plan), vhereas the increase in VOs is 107X of target.

Numerically, achievements against targets are as follows:

RCP RDP

Membership, Women 35,556 221,028
i Men 22,417 128,798
Total 57,873 343,828
Target 64,773 366,000
Village Org. Yomen 603 3,718
. - Men 436 2,619
Total 1,039 o Py
Total Transfer/Target 1.012 5,500

In December, 1988, women constituted 58% of the total membership.

In June, 1990, women in RDP represented 72X of the total, and in
RCP the figure was approximately 60%.

The positive achievements registered for savings and group funds
are an indicator of the relative success of the restructuring

process. These are discussed at length in Section 7 of this
report.

There has been no reporting concerning the Unien and Upazila
level federations. The federations are still in operation in the

RDP areas where they were previously set-up, but ne new

developments have taken place. The issue is presently not
regarded as a priority, for very understandable reasons. Until
the restructured VOs are functioning and BRAC's

16



interrelationship «ith the government service system via the
social sector programmes have brought about more experience, the

time does not seem right to -  reconsider the strategies of
federation.

5.2. NON FORMAL PRIMARY EDUCATION
5.2.1 Introduction

The following sections of the report describe progress and
changes in BRAC's wvarious training and human development
programmes. Some of these activities are elements within other,
broader programmes. For example social awareness training is a
key element in preparing villagers in RCP and RDP for loans,
while training in deep tubewell management is part of RDP. The
Nen Formal Primary Education Programme and the Management
Development Programme relate to other elements of BRAC's work,

but are essentially stand-alone programmes from a management and
budgetary point of view.

All of these human resource development programmes have been
combined in this section of the report, however, because many are

closely allied to one another and because, described together,
there may be greater consistency for the reader.

5.2.2 Non Formal Primary Fducation: Back«round

The NFPE Programme, vwhich offers one type of appropriate
education for 8-10 ryear olds (NFPE) and another for 10-16 year
olds (PEOC, or Primary Education for Older Children? ) will be the
subject of an independent review during 1991, and is not a major
focus of this report. The following progress, however, can be
reported against the plan and budget fer 1990:

Schools 1990 Expenditure
Plan Actual Budget To Sept. 30
Ongoing NFPE 880 880 }
Ongoing PEOC 726 726 )
) Tk 45.3 m Tk 38.3 m
New NFPE 500 1000 )
NEW PEOC 500 12042 )

2 The PEOC Schools are also known as Kishor Kishoree.

3 Of these, 200 are funded by UNICEF, outside the RDP Plan
and Budget.
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The target has been exceeded by 100%, while expenditure is Tk 4.3

million ahead of budget (B5X spent at the end of the third
quarter).

BRAC's explanation for the increase in school openings has partly
to do with need, partly with opportunity. There is no doubt that
the programme fills a large vacuum at village levei and that it
is popular with parents. The clamour for an NFPE school in
villages where BRAC operates is astrong. The validity eof the

programme has been borue out in & variety of independent
evaluations.?!

From an opportunity¥ point of view, the infrastructure required to
double the target was basically in place. The large programme
increase without a concomitant jump, so far, in 1990 spending is
explained by the timing of schoocl opening. Of the new PEQOC
schools, 100 opened in April and 1104 in September. 964 NFPE
schools opened in April, and 368 in September. The budget,

however, anticipated 1000 new schools operating fer a full twelve
months - frem January 1.9

The budget provided a total amount of Tk 19.4 million for the new
schools - an all~inclusive average of Tk 19,400 per school or
approximately Tk 1616 per school month. The budget to the end of
September had to cover a maximum of only 7,324 school months,
rather than the 12,000 budgeted, and will probably not have to
cover more than 13,300 schocl months by the end of 1%3%0. This

will run to an estimated Tk 21.5 million, or about Tk 2 million
over budget for the vear.®

Although overall NFPE costs are likely to run over budget by only
10% in 1990, there are financial implications of the change for
future vears. The budgets for 1991 and 1992 have therefore been
recast to cover the expenses related tc the extra 1990 openings,
and to take inte account new plapns for future vyears (with
appropriate provision for school opening dates).

* For example, Kamrunessa et al for World Bank, Dec. 1988;
Muhammad Kazmul Hagq for Ministry of Education/UNICEF, January,
19%80.

5 Thus, within the budget there is an sapparent over-
expenditure (using pro-rated monthly figures) of Tk 7.9 million-
for NFPE scheoels, and a Tk 3.57 million under-expenditure for
PEOC scheols.

€ In fact the actual deficit will be higher because the cost
of training teachers and the printing and provision of books and
cther materials requires a heavy front-end investment.
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5.2.3 Future Plans

BRAC"'s original plan was to ocpen 1000 new schools each in 1990,
1991, 1992. The new plan calls for 1000 in 1991,7 and 1500 in
1992. In other words, there will be a total of 4500 new schools
during the plan period, instead of the 3000 planned.

The effect of the increase on the budget is as follows:

1980 Original Budget Tk 45.3 m
1990 Revised Budget 49.9 m
Variance TE 4.6 m

This represents a 100% increase in targdet and a 10%¥ increase in
budget.

1991 Original Budget Tk 54.4 =
1991 Revised Budget 75.6 m
Variance Ik 21.2 m

This represents no increase in target, and a 39X increase in

budget, mainly to accommodate the on-gocing costs of the 1390
additions.

1992 Original Budget Tk 52.5 m
1992 Revised Budget i3.0 m
Variance Ik 22.5 m

This represents a 50% increase in the 1992 target, with a 40%
increase in the budget.

Overall, the number of school openings will have increased by 50%

during the three year periecd, vhile the budget will have
increased by 32X%.

5.2.4 Conclusions

The Review Team is of the opinion that, given adequate financial
resources, the new projections are within BRAC's capabilities.
This observation, however, assumes that the expanded training
capacity, discussed in Section 5.5 below, is available,

7 An additional 1000 schools are planned for 1991 under the

WHDP programme; these will be funded cutside the existing RDP
budget.
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5.3 TARCS AND FIELD-BASED TRAINING

Over the vears, training has become an increasingly important
part of the BRAC approach to rural development, and an
increasingly large part of the BRAC budget.® Training is broken
into two basic components: the human development aspects of
institution building (sccial awareness, consciousness raising,
functional education, leadership development), and skill training
in various sectoral areas (poultry, livestock, 4irrigation,
sericulture, fisheries, etc.). The RDP technical support

structure through which skill training is provided, is described
in Section 6. .

Training is provided at Training and Research Centres (TARCs), at
Area Offices, and at the village level. At the beginning of 1990,
BRAC operated five TARCs with a residential Fish Hatchery and
Training Centre at Rajendrapur/Jordepur. These were supported by
a non-residential TARC unit in Dhaka. Facilities included:

Savar/Dhaka: 16 trainers; residential accommodation for

100; 4 classrooms; 17 acre dairy farm; fish
farm;

Modhupur/Tangail: 7 trainers: accommodation for 38;

Pabna: 5 trainers; accommodation for 54; small-scale
agricultural activities;

Rangpur: 6 trainers; accommodation for 50; small-scale
agricultural activities;

Jessore: 6 trainers:; accommodation for &6; fish farm
and small-scale agriculture activities;

Rajendrapur: 1 permanent trainer; accommodation for 30;

14 fish ponds covering 5.29 acres of water;
small-scale agricultural activities.

TARC-based trainers are all drawn from Programme Officer ranks,
and all have good field experience (the five Pabna trainers, for
example, have a combined BRAC experience of 28 vyears). Training
of Trainers is done within BRAC and through outside courses at
BARD, the Bangladesh Management Development Centre and other
institutions. Before becoming a full-fledged trainer, an
individual must apprentice for 6 months and participate in a
variety of field-based training programmes. On~-going exposure to

8 Excluding the %XNon Formal Primary Education Programme,
vhich alone represents 19% of the 1990 RDP budget, adult training
programmes account for approximately 10% of the total.
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field activities and field-based +training keeps trainers in
touch with ground-level activities,.
The level of professionalism and commitment at the TARCs appears

to be high, and the turnover rate among€ TARC staff is very low
Ino departures in the past vear).

TARC-based trainers focus on human development and management
training. RDP sectoral officers and POs provide the skill

development ¢training, using TARC facilities as well as area
offices and field locations.

The quality of programmes is maintained through monthly TARC
meetings and regular inter-TARC conferences, where curriculum and
course development are discussed and debated, sometimes with
outside consultants. Pedagogical concerns in sectoral skill
training are handled b¥ ensuring that two or three of the RDP

specialists in each sector have received appropriate teacher
training.

A prospectus and course outline on each of the nine courses

offered for landless group members and the 30-odd courses for
BRAC staff and other organization workers offered by the TARCs is
prepared annually, along with an annual plan for each TARC.
Although the plan is detailed and comprehensive, it is not rigid;
should demands or needs change - as in the case of functional
education as a pre-condition for village lending - the plan will
be altered. Examination by the Review Team of TARC plans and
records at Pabna and Jessore revealed regular adjustments during
the plan period to meet changing needs and conditions.

5.4 MAN 5 XIN
5.4.1 Performance

Since the plan and budget were prepared, a number of significant
changes have taken place in BRAC's approach to human development
training. The major change has been the institution of compulsery
'awareness building®' prior to the granting of a loan. Adult

literacy programmes have been temporarily sacrificed to the need
for greater social awvareness building.

For the training of senior VO members, shortage . of space at the
Training and Research Centres (TARCs) has slowed performance in
this area, and in some cases training programmes have had teo be
shifted tc temporary accommodation erected at Area Dffices.
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The following courses are normally offered at the TARC

for
leaders of village organizations:
1980 Plan Actual to
June 30

Social Awareness 1000 11879

Cons. Raising/Leadership 2000 1474

Planning & Mgmt. 4400 242

Basic Accounting 4400 Added to Planning & Mgmt.
Refreshers 4400 n.a.

The Planning and Management courses are significantly behind
schedule because ©of a lack of space at the TARCs {(discussed in
Section 5.5.2). Refresher courses, although detailed in the

budget, are subsumed within the Area Office budgets where the
activity takes place.

5.4.2 Expenditure

Actual expenditure to Sept. 30 is basicslly on target, despite an
apparent under-achievement in activity targets. This is, in part,
because of an expansion in the number of days allocated for some
¢ourses. In addition, the Accounting and Refresher Courses were
budgeted under Area Offices, rather than under Institution
Building. It is expected that expenditure for 1990 will be
slightly over budget, and that the overall three year expenditure
vill be roughly 12X higher than planned.

5.4.3 Conclusjons

It was extremely difficult for the Review Team to relate the
planned activities for Institutional Building/Human Development
Jraining to those that have actually taken place. The same was
true of skill training (described below). It would be difficult,
short of a detailed audit, to tie expenditure to actual
activities. The problem is a reflection of the general nature of

activity targets in the original budget, and of changes made
since the plan was finalized.

It was also difficult to understand the differentiation between
social awareness and consciousness raising.

% This figure covers the period Jan. 1 - Oct. 30, 1990.
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Recommendation

In future reports, it would be useful to have better definitions
of training courses, a breakdown of courses by location (TARC,
A0, village), and by type of trainee (staff, VO leaders, O
members). It would alsg be wuseful to have a gender-related
breakdown for training programmes.

Recommendations are made in the Management Information Section

{Section B, below) to rectify the problem of relating activities
more directly to expenditure.

5.5 SKEILL TRAINING
5.5.1 Performance

1990 Plan Actual To Sept. 30
Poultry Workers 1000 374
Poultry Rearers 20,000 14,326
Livestock

Para Vets 200 223

Cow Rearers 4,500 13,031
Irrigation Mechanics 25 }

Irrigation Management 100 } 1,646
Apiculture 200 -
Sericulture

Worker 20 )

Rearer 700 ) 450

Centre Operators 46 }

Horticulture

Nursery 200 265

Village Horticulturist 4,000 4,478
Fisheries

Village Fish Nurseries 200 )

Village Fish Farmers 500 } B96
Para Legal Training - 150
Social Forestry - 15
Miscellaneous Skills 500 } 1,200

Total 32,101 37,252

Some of the numbers above have been aggregated, as course
descriptions have changed and course types have expanded since
the budget was prepared. The large over-achievements in cow
rearers and irrigation represent changes in the approach to cow
loans (every borrower must underge a three day course), and

irrigation la significant increase in the planned number

of deep
tubewell investmentsl]).
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BRAC's current targets of 820 paravets (against 560 now); 16,500
cow rearers, 4000 poultry workers/egR collectors and 56,000 model
and key rearers (against 51,574 at end June 1990),

would appear
to be within reach in 1990 or early 1991.

5.5.2 Performance to Budget

1990 Actual To Balance
Budget Sept. 30

Poultry, Livestock, Crops
& Horticulture (incl. HO) 7,409,314 5,297,163 2,130,151
Fishery 677.600 1,006,282 (328,682)
Irrigation 364,650 3,455,062 (3,090,412)
Apiculture 60,500 29,117 31,383
Seri/Ericulture 4,213,440 2,652,792 1,560,847
Other 605,000 284,707 ___20,293
Total 13,330,504 13,025,124 _ 305,380

5.5.3 Conclusions

Five thousand more pecople received training in the first nine
months of the year than the total planned for the entire ¥ear.
Over 97% of the budget for the ¥year was spent by the end of
September. The over-expenditure has been caused almost entirely
by the large increase in training for tubewell management,
although the apparent balance within the poultry and livestock

category disguises overspending in livestock at the expense of
horticulture.l®

It is difficult to relate the planned cost of skill training to
the actual achievements, hovever, as courses range in cost from
Tk 30 to Tk 90 per participant, per day. Becsuse of changes in
course type and duration, the details of the actual training and
costs are different from the details in the plan and budget.

1# Horticulture training reports a 10% over-achievement for
the period ending Sept. 30. This is apparently results from an
indeterminate amount of miscoding: because of lack of space at.
the TARCs, horticulture courses - which are normally given by
sericulture foresters during the summer - were given at Area
Offices and charged to the sericulture programme. Sericulture
remains wunderspent at Sept. 30, nevertheless, because heaviest

spending begins in the fourth quarter after the end of the
monsoon.
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The Review Team concludes that the development and delivery of
courses for skill training is handled in a professional and
appropriate manner, and that activity targets have been exceeded.
Spending for the year and for the plan period will be
significantly over budget. In the opinion of the Review Team, the

new targets and budgets are justified. A rationale for this view
is contained in Section 6.

Recommendations are made in Section 8 on refining the management

information systems in order to provide more informative reports
in future.

5.6 STAFF INDUCTION TRAINING AND IN-SERVICE TRAINING

5.6.1 Performance

1990 Plan Actual To Sept 30
A0 Managers Induction 25 }
PO Induction Training 130 } 180 474
Accounts PO Induction 25 }
A0 In-Service Trg. 25 }
PO In-Service Trg. 150 } 200 467
Accounts In-Service 25 }

5.6.2 Performance to Budget

1990 Plan Actual to Over-
Sept. 30  Expenditure
{Taks)
Induction Trainine 494 .430 692,386 198,046
In-Service Training 808,500 1,060,969 261,469
Total 1,302,930 1,762,355 459,515

5.6.3 Conclusions

Numbers trained to September are approximately 150X more than
planned, while expenditure is 35X over the total budget for the
vear. The numbers of staff trained in the plan and the actuals
may not be strictly comparable, as some of the 'PO Training’
provided at TARCs, =and possibly included in the reports, is
conducted for external agencies. Nevertheless, targets have been
exceeded, and the greater staff training requirements
necessitated by the expansion of RDP in 1990 are being covered.
In the view of the Reviex Team, the over-achievement of target
and the over-spending of budget is more than justified.
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5.7 (IN
5.7.1 The Demand

The demand for training, which determines capacity requirements
is, of course, determined entirely by BRAC's view of the need.
The volume and complexity of training has increased steadily over
the years; for example BRAC provided human development and
management training to 5,908 individuals in 1985, and to 13,224
in 1989.11 The 1990-92 RDP plan estimated training 16,200
annually in this category alone. With the expansion of RDP and

XFPE, and with the development of the WHDP, the demand for
training is very much on the increase.

The need for additional trainers appears not to be problematic.
The TARC at Savar has 16 trainers, ten of vhom have been groomed
for deplosyment to other TARCs as soon as accommodation is
available. It is estimated that ancther temn will be regquired, but

as these are drawn from the ranks of POs and Area Managers, this
should not prove difficult.

5.7.2 The TARCs

One of BRAC's biggest training handicaps is a shortage of space.
In 1989, capacity wutilization of the TARCs was 90% (79,846
participant days against a capacity of 88,022), added to field-
based programmes representing 102,416 participant days. The Three
Year RDP Plan envisaged an expansion of existing TARCs over the
three ¥ear period, and the comstruction of one entirely new TARC.
Because of the pressure on existing capacityr, and because of
anticipated increases in donor funds derived from currency
exchange rate gains (discussed in Section 10) BRAC has advanced
and esxpanded its plans for capacity development.

The Rajendrapur Fish Hatchery and Training Centre has been
upgraded into a full-fledged TARC in 1990, with accommodation
facilities for 40. The Rangpur and YModhupur TARCs have been

expanded from 350 and 38 beds respectivelr, to 68 and 58, with
added classroom facilities as well.

1! Roughly 11X of the training is provided to outside
organizations; this proportion has remained steady over the past

five vears, although it has probably declined in 1990 because of
lack of TARC space.
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The following changes are planned for 1991 and 1992:

Pabna: Increase accommodation from 34 to 100;
construction to start in 1991;

Rangpur: Increase accommodation from 68 to 100;
construction to start in 1991;

Jessore: Increase accommodation from 66 to 100;
construction to start in 1991;

Ra jendrapur: Increase accommodation from 40 te 50;
expansion of fish ponds from 5.53 acres to 7

acres: construction to be completed in 1991 (in

conjunction with +he construction of the

Management Development Programme Rajendrapur

Facility [see below], which will have an
additional 90 beds);

Faridpur: Construction of new TARC with accommodation for
100; starting in 1991;

Comilla: Construction of new TARC with accommodation for
100; starting late in 1991;
It is anticipated that total capacity, Including TARCs and MDP

will increase from 218 beds to 640, or 193X between January 1990
and the end of the Plan period.

The effect on the budget of the changes in planned TARC
development are discussed in Section 5.8, on the Management
Development Programme, below.

5.7.3 Conclusions

In the opinion of the Review Team, the expansion of TARCs and the
Management Development Programme are justified by the physical
need and br the strategic importance of training, which underlies
the effectiveness of almost everything BRAC does. Although the
Review Team's opinion on the expansion of TARCs and MDP was not
based on a precise calculation of training projections, space
requirements or accommodation needs (as detailed projects were

not available at the time of our visit), a number of indicators
of need were obvious: y

- capacity utilization of TARCs, at 90X in 1989, is high:

training to Sept. 30 has ocutstripped targets for the entire

year, which were already set 16% higher than 1589;

- the targets have been exceeded by moving some training
courses from TARCs to temporary sheds and godowns at Area
Offices. Evidence of this was obvious to Team Members during
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field wisits. This necessary improvisation dilutes the
effectiveness of trainers who must spend time and effort
travelling about the countryside.

Recommendation

It is recommended that BRAC expand on its reguest to donors for
additional TARC and MDP expansion, with details on projected
programmes and numbers of trainees envisaged for 1991 and 1992.
Within the context of the overall revision of the RDP and RCP
Plan and Budget, and given a satisfactory justification from

BRAC, the expansion is recommended by the Review Team to donors
for acceptance.

5.8 MANAGEMENT DEVELOPMENT PROGRAMME
5.8.1 Backeground and Proeress

The MDP is a2 new programme, established in 1990, dedicated to
enabling BRAC, government and other development agencies to
manage their resources more productively, eguitably and
sustainably., The basic purpose of the MDP is to strengthen
management capability by providing management training to BRAC
and non-BRAC workers through five basic programme elements:

research, documentation and learning materials development;
- experimental field laboratories;

- in-service education;

= field follow-up and experience sharing;

consultative services to other organizations,

Essentially, the activities of the Management Development
Programme are going ahead as planned, although implementation is
slower than anticipated. A rented facility with classrooms and
residential accommodation for 27 has been established in Dhaka.
In addition to the Programme Coordinator, two faculty members
have been appointed (both are currently abroad for training, cone
at Harvard and one at the Asian Institute of Management - AIM]),
and four research assistants have been hired.

Folloving exposure to the AIM case-study method and a case-study
workshop, the MDP has embarked on the development of several
cases for use in future training programmes. In consultation with
other professional institutions, preliminarry training modules -
have been developed and tested (for Government Health and Family
Planning Managers, BRAC's WHDP Managers, IGVGD Upazila Prograsme
Organizers, and others). By the end of June, seven courses had
been given for BRAC staff and three for government. Subseguent

Courses have been given on behalf of GTZ and CCDB. Courses range
from two to four weeks.

28



The courses emphasize an interactive, non-lecture
give equal attention to areas of technical competency,
behavioral competency and conceptual competency. Follow-up is
done, in part, through the assignment of specific exercises which
can be checked at different intervals. Trainers are drawn from
existing BRAC staff and from external bodies such as the
Institute of Business Administration, Dhaka University, and the
Bangladesh Management Development Centre. These and others such
as the International Centre for Diarrhoeal Diseases Research and

the National Institute of Preventive and social Medicine also
serve on an MDP Consultative Committee.

approach and

Future faculty development is an area of concern within BRAC.
Getting and keeping good individuals will be important to the
MDP's success. The plan, which calls for three new faculty in
1980, twvo in 1991 and three in 1992, is somewhat behind schedule
in that two of the currently appointed faculty members will be
abroad on studies for some months to come. To partially offset
this shortfall, the MDP has appointed four research assistants,
rather than the planned two. In addition, in order to develop a
professional audio visual unit, the MDP has made an arrangement

with Queen's University in Canada for the training of three
staff.

5.8.2 Performance to Budget

Budget Actual to Balance
(Taka)
Recurrent 3,532,232 B77,718 2,654,514
Less Training Income 1.000,000 135,321 —=2064,6059
Net Recurrent 2,532,232 142,379 2,389,835
Equipment & Vehicle 2,509,100 126,836 2,382,264

Underspending is a2 reflection of lover salary costs and a slover
startup than anticipated. Some costs have been miscoded to H.0.!2
and will be redirected before yvear-end. It is expected that the
recurrent budget «ill be approximately 50% wunderspent in 18980,
but that over the three year periocd, there %ill be a justifiable
increase in spending over the original budget, of approximately
13%. Equipment and vehicle costs «ill rise during the final

1?2 For example the training costs for an MDP faculty member
at AlM.
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quarter of 1990, mainly as the result of the purchase

of a micro
bus in November.

For ease of comparison, the capital budgets of the Management
Development Programme and the Training and Resource Centres are
discussed together here.

The April 1989 Appraisal, and the 1990 Swiss Development
Corporation withdraxal from the donor consortium, resulted in

several reductions in the original BRAC plan. Among the changes
were:

elimination of a planned rural campus at Rajendrapur for the

MDP;

-~ reduction of new Training and Resource Centres from two to
one;

- construction of the single nexw TARC in 1992, instead of
1990.

Because of the urgent need for expanded training facilities, and
because of the increased value of donor currencies, BRAC has
altered its plans to reincorporate the Rajendrapur facility and a
second TARC. Construction of the Rajendrapur facility began in
1990, «ith completion anticipated early in 1991. Plans have
moved ahead for two new TARCs (at Faridpur and Comilla), and
construction is expected to be completed in 1991, if donor

funding is approved. This has changed the projected budget as
follows:

(Tk 000)

1990 1991 1992 Iotal
4DP
Land 4,000 - - 4,000
Building 2,200 10,800 - 13,000
Furniture k Egquip. 2.281 _3,607 2,316 8,204
Inflation Adjusted Cost 9,329 17,432 3,093 29,844
JARCS
Land - 1,800 1,800
Building - 8,000 8,000

é
g

Furniture & Equip.

Inflation Adjusted Cost 16,105 16,105

Expansion of Existing

TARCs (Infln. Adjusted)_2,200 4,840 5,324 12,364
Total (Infl. Adjusted) 11,529 22,272 24,511 58,313
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vi

(Tk 000)
1990 1991 1992 Total
MDP
Land 4,000 - - 4,000
Puilding 18,000 18,000 - a6,000
Furniture & Equip. 1,944 2,788 4,072 8,804
Inflation Adjusted Cost 23,944 20,788 4,072 48,804
TARCs
Land 3,000 6,000 - 9,000
Building - 24,000 - 24,000
Furniture & Equip. 4,200 5,600 += 9,800
Inflation Adjusted Cost 7,300 15,6800 - 42,800

Expansion of Existing
TARCs (Infln. Adjusted)_4.200 5,500 _6,050 _15,5350

Total (Infl. Adjusted) 35,144 67,527 10,977 113,648%3

5.8.3 Conclusions

Despite a slow startup, the MDP appears to be off to a verry good
start. The need for it is perhaps more obvious than ever, both

within BRAC and outside, and the enthusiasm for it within BRAC is
infectiocus.

As will be noted from previous sections of this report and those
that follow, the demand for training at TARC level is growing at
an enormous rate. In the view of the Review Team, the expansion
of BRAC's training capacity at the level and speed projected
(which represents a growth of 95X on the original budget) is more
than justified if the increase in funds projected from exchange
gains, is made available by the donors. As noted belowx, this

investment will result in an expansion of residential training
facilities in BRAC of 193%

13 Budget heads as presented by BRAC have been aggregated
and reorganized here for clarity of presentation.
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5.9 PARA-LEGAL PROGRAMME
5.9.1 Backseround

The Para-Legal Programme, conducted on an experimental basis for
several years but not covered in the 1989 Appraisal, was expanded
into ten districts in 1990. This is a typical example of BRAC's
process-oriented planning approach. As the experimental phase

proved itself successful, a more structural programme was worked
out and introduced in new areas.

Using BRAC-developed materials, seven Project Organizers are
presently responsible for training approximately 100 para-legal
sheboks {(teachers) in 10 RDP/RCP areas. A further 47 para-legal
sheboks are presently conducting classes for Village
Organizations. The sheboks, employed on the same terms as gras

sheboks in other programmes, are selected from VOs and are 19-40
vears old; 40X are men and 60% women.

VO members pay Tk 10 for a course of 28 classes. There are
about 25 members per class, predominantly women. The course
comprises B classes on family law, 9 on inheritance law, 5
classes on constitutional rights and 6 on land laws.

Payment by participants in the para-legal classes can be seen as
~a first experiment in making pavment for training obligatory - a

long term goal for RCP. Classes are well attended. By August
1990, 4209 persons had received para-legal awareness training in

five areas under Manikganj district : Manikganj, Betila,
Balirtek, Garpara and Krishnapur.

5.9.2 Conclusions

The Para Legal Programme seems to be a most successful way of
securing a much needed "empovwerment” of Village Organizations and
their menbers, as well as a very useful protection of the
interests and dignity of landless men and women. Legal education
is also a strong empowerment tool which allows individuals and
groups to acknowledge, obtain and defend their own rights.

The impression of the Reviex Mission regarding the impact of the
Para Legal Programme is very positive.

Recommendation

It is recommended that a registration systea at VO and branch
level regarding measurable impacts be developed. Quantitative

results regarding training of teachers and the number of members
trained should be included in the next guarterly report.
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5.10 RESEARCH AND EVALUATION
5.10.1 General

The Research and Evaluation Divisien has a staff of 17
professional researchers and a total strength of 80, of whom
about 50 are deployed in the field. The primary responsibility of
the division is to provide the necessary research support to
BRAC's multifaceted and expanding interventions. RED also helps
other organizations in evaluating their programmes. The scope and

dimension of RED has increased over the vears, along with the
grovth of BRAC's programmes.

RED has been internationally recognized for some time.l® Jt

conducts various types of research, which can be classified
under four broad headings:

a. baseline or benchmark studies;
b. monitoring studies;

c. diagnostic studies;

d. policy-oriented studies.

The studies are divided into health studies (3 wvolumes
compiled), economic studies (5 volumes) and social studies (3

volumes). A total of 165 reports had been w~rittem by 1989, 37
during that year alone.

A multi-disciplinary team approach is used in the studies, and
according to Vaughan, there seems to be a good and pragmatic
balance between rapid and in-depth evaluation studies, and
between quantitative research approaches. RED's contribution to
the research capacity of Bangladesh should also be recognized.
The capacity is being further develcped br having RED staff
trained abroad in internationally recognized research and

educational institutions. New, young researchers are continually
being recruited and trained.

The following observations and recommendations are made with a
view to strengthening the division:

14 Robert Chambers, in Rural Development: Putting the Last
First, uses one of RED's methodological approaches as an example
of hov research can support poverty-oriented development
interventions. Pref. Patrick Vaughan, Head of the Evaluation and
Planning Centre at the London School of Hrygiene and Tropical
Medicine, in a comment on RED in 19E8, describes it as "a very
active and productive Division that has undertaken some extremely

good work and produced professional and readable reports, papers
and proposals’'.
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The present size and composition of RED may call for a division
of responsibility between project supervision and the
finalization of reports for publication.

This suggestion is based on the observation that 1)1 research in
health and health-related subjects seems to have taken the
greatest part of the resources and effort during recent vears.
Research in this area has reached an international standard,
while social and economic studies seem to have lagged behind; and
2) not only are relatively fewer econocmic and social studies
carried cut, they alsoc seem to be less analytical than earlier

studies, and fewer of them are brought to a publishable standard
(See also Sections 6.4.3 and 6.4.4).

From the RED 1989 Annual Report, it can be seen that the division
operates a detailed planning process in which studies are divided
into either health or social studies, and priorities are then
established. It is observed, however, that personnel are not
assigned by priority. It could be a first step in reorganization
to make study areas and priorities more visible by assigning
panpower and timeframes to them. This could alse inform BRAC

management on the RED capacity and on the timeframe for
individual studies.

RED suffers from a common ailment in the research community-
too much data collected, compared with reports published. The
plans presented in the 1989 Annual Report seem very ambitious,
unless clarifications are made regarding how many vears some of
the studies are expected to take, or on the quality anticipated

{i.e. is a study an internal management report, or will it be
used for external purposes?)

It is therefore recommended that the target audience for BRAC
studies be classified. Some topics and studies are of interest to
BRAC alone: others will be of interest to the donor community,
and others deserve wider Bangladesh and/or international
circulation. It is the opinion of the Review Team that RED would
be able to bring out better analyzed reports if more effort went

into the planning process, especially in planning the final
stages of analysis and write-up.

5.10.2 The Village Study Project

The VSP was started in 1989, initially for a period of five
years. The purpose of the study is 1} %o learn w®more about the
processes of change, and 2) to operate a laboratory area for more
difficult new project inputs, Ten villages in two different
social, cultural and ecolegical areas (Manirampur in Jessore
Pistrict, and Jamalpur) have been selected for an ongoing studyr
vhich contains information o¢on ecology, demography, economy,
pelitics, technology and ideology, studied with a combination of
quantitative and gualitative methods.
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One village in each area covered by BRAC, and a control village
outside the project area, will be studied intensively, and three
villages will be covered less intensively, serving as a

laboratorr to test new inputs and to provide additional data when
a larger sample is needed.

The study is expected to meet a long-felt need in BRAC for
getting in-depth information about the impact of programmes and
strategies. By having built-in contrels in the same areas, far
greater credibility can be attached to the results obtained by
the VSP, than to other time-bound studies. All evaluation studies
suffer from a lack of knowledge about what might have happened
without the project inputs. VSP should be able to overcome this

problem, and will also be able to describe the process of change,
in addition to the results.

Tvo questions arise regarding VSP: 1) how representative is it?
and 2) will it add to the huge amount of unanalyzed data, or will
it be possible to synthesize what is being learned?

Regarding the question of representativeness, the first thing to
note is that no fully representative study has been dene so far.
Bangladesh village micro cosmoses are so varied that exceptions
alwavs exist. Data from VSP will be treated accordingly but will,
without doubt, be more accurate than a one-shot study carried out
in randomly chozen areas for a specific purpose. The more
randomly chosen villages for 'normal' evaluation/impact studies
might use one or two indicators in the selection process and then
not be aware of other variables. In any case, variables tend to
become invisible when data are neatly presented in tables, VSP is
certainly to be seen as a major improvement in methodology.

Regarding the amassment of data, two things
consideration. One is that VSP will supply a data bank which
should make it possible to carry out many types of analysis much
faster, and with much more accurate data than what one can
normally expect from studies looking into a few variables only.
VSP should be able to provide data for a large number of studies
undertaken by RED, provided that data are pre-processed in an
appropriate manner. Sufficient time and manpower should be made
available to analyze VSP data at regular intervals,

require

BRAC might attract external assistance for the analrtical work bﬁ
offering access to the data to other Bangladeshi and foreign-

scholars ¥ho want to work on problems of rural development in
Bangladesh.

The donor consortium could explore the possibility of exchange
programmes in education and research with institutions in their
ovn countries. This could serve as a tool for increasing capacity
within BRAC, by creating more possibilities for further
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education abroad for RED staff. Programmes in development
studies in participating donor countries would also benefit.

5.11 3 x E_IX .

BRAC's Monitoring Cell, established in 1988, was upgraded to
departmental status in 1990, and has already proven its worth as
a valuable information and management tool.

Its work in developing and improving management information
systems is discussed in Section 8 of this report. Its work in
developing & monitoring svystem for institution building and
social impact is also of particular importance. A set of 25
indicators |was recently developed and tested, wusing a
participatory methodology, in two RDP areas. The indicators were

then refined and increased in number (te 30) before further
testing in three fourth-vear branches.

The results showed that of 246 VOs, only 6% were "satisfactory',
and the balance were either poer or bad. The negative results are
less important from an jimmediate management point of view than

the fact that BRAC has developed a system which can uncover
weaknesses.

The apparent shortcomings in the test villages could result from
a variety of things: the weighting used, the villages selected
for appraisal, or the subjective judgement - 'satisfactery'/
'unsatisfactory’ -~ attached to a numerical value. While there is
value in setting long-term gocals that exceed short term targets,
it is important that the ideal not have a negative impact on the
possible., Judgmental terminoclogy, if consistently negative,
could have a demecralizing effect on Area Managers and POs

Regardless of these issues, all of «hich can be adjusted if
necessary, from a management point of view, the syrstem will
offer a useful basis for standard compariscon, by village, by
activity and output. The svystem is being further refined, and
%ill be introduced this ¥ear on a system-+ide, guarterly basis.

5.12 INTERACTION WITH GOVERNMENT

For many ¥years, BRAC has carried out activities that are
supplementary to those one would expect of government. BRAC's
social service pProgrammes cover areas of health, health
education, primary and routh education, attempts at activating
government educational services, and skill training for women who

are holders of cards entitling them to relief Food For Work
vheat.
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There are two reasons for the BRAC approach. The first and most
important is to deliver services which are felt needs of BRAC's
target group, services vhich would not othervise be delivered.
The other is to prove that it 1is possible to deliver or to
improve such services in an appropriate and cost-effective
manner, and thus, to set an example for government.

In the field of education, BRAC's NFPE programme has become so
popular that the demand for BRAC schorls is spreading beyond BRAC
areas, to the point where SBRAC can no longer keep up with
demand.!® This has led to the development of a new programme-
Faciliteatiion Assistance Programme on Educatjon (FAPE) - aimed at

checking dropout rates and encouraging community participation in
the formal educaticon sector.

In the health secter, BRAC approaches have evolved from simple,
one-dimensional programmes of education in diarrhea treatment and

immunization into much more complex and integrated programmes for
children and women.

The short term purpose of these programmes is to serve BRAC's
target group. In the longer term, models are being developed
which can be adapted or adopted by government. In the interim,
BRAC also serves as a facilitator, a ‘go-between’ in linking
people with services to which they are entitled - either through
inforsation, or through the wuse of group Ppressure for siaple
demands such as the introduction of a government satellite

clinic, or a requirement that a teacher perform his prescribed
duties.

5.13 SUMMARY OBSERVATIONS AND CONCLUSIONS

Both before and after the 1985 Appraisal,
concern that the advent of the Rural

divert BRAC away from its emphasis
development. The Review Team has seen no evidence that this is
true. In fact, with the increase in the number of NFPE schools,
the evolution of the Child Survival Preoegramme into a more
holistic women's health programme, with greater emphasis on

value~based training, and other examples both large and small,
the opposite is probably the case.

some donors expressed
Credit Programme might
on social and human

15 Some observers have suggested that BRAC is running a
parallel primarr education svstem. This is not the case. BRAC

schools provide education for children xho are no longer

eligjble for schogoling in the formal eovernment svstem. In fact
BRAC carefully schedules its school opening dates so that

children will not be drawn awas from the formal system.
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As for credit, the latest Bangladesh studies dealing with

poverty
alleviation in economic terms measure increases in annual incomes
for target group households and compare them with control

households without coverage. Some studies compare results
obtained in areas covered by BRAC activities with areas covered

by other XNGOs.l® Increases in emplovment opportunities and in
asset ownership have alsc been shown.l?

The Iimportance of credit for poverty alleviation has been
sufficiently proven in these and other studies and there does
not, at present, seem to be any reason to reexamine this
issue.’® In other words, credit works.

The newly introduced BRAC monitoring system, however, does not
contain data directly relevant for impact monitoring of poverty
alleviation unless a proxy can be worked out to translate loan

utilization, repayment performance or savings into "improved
standard of living".

In order to refine its impact on different categories of target
group people a more detailed understanding might be helpful. ¥hen
sufficient data are svailable from the Village Study Preoject, it
would be useful to do a comparison of the impact of credit on
men's and women's incomes, assets and employment opportunities.

Three further areas of study are recommended over the next few
years:

- the impact of the Para-Legal Programme;
- experiences with federation structures - this as an input to

a debate which will probably take place in the net too
distant future:

- an analrysis of 1the effects of BRAC's social service

programme on the government structures. This study could
partly be carried out based on secondary materials:

18 Sen, B: "NGOs in Bangladesh Agriculture: an expleoratory

study¥.” in, Bangladesh Agriculture Sector Review, Yol.V UNDP,
Dhaka. CIDA: Rural Development Study, Vol.l Dhaka Ahmed,Z: “"The
Role of NGO's in Agriculture Credit and Rural Development. RED;
BRAC, 1988,

17 A.M.R. Chowdhury and M. Mahmood: Impact of Credit for
the Rural Poor: second draft. 1988, BRAC. and Z. Ahmed et. al.:.
"Economic Empowerment of the Rural Poor: changes in household
income, employment and resources”. RED (in preparation). The
study by Chowdhurr and Mahmood mentions that women in credit-
receiving households had an additional 43% emplorment as compared
with women in control households.

18 See for example the evaluation study of Grameen Bank,
undertaken by BIDS in 1984-85. Mahbub Hossain: "Credit for the
Rural Poor™, BIDS, Dhaka, 1984, and other reports in mimeo.
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evaluation =and studies undertaken by BRAC in order te
develop the correct stratedies.

A combination of the latter two could alsc be attempted. One
hypothesis would be that some of the successful actions
previously carried out by federations have been systematized and
incorporated in the sector programmes; if this hypothesis can be
proven, a demarcation of areas to be covered by sector programmes
and areas of action to be covered by federations could be a
useful input to a further development of policy strategies.
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6. ECONOMIC ACTIVITIES

6.1 RDP AND RCP CURRENT PORTFOLIO

6.1.1 Sectoral Summary

The current income generating activities carried out by VO
members are now broken down into ten sectors with 131 identified
types of activities . This compares with 130 separate activities
broken down into eight sectors in December, 1989: no earlier data
giving comparable information is available.

The guarterly statistical reports provide detailed data about the
loans made in each sector by individual activities but only on a
cumulative basis - see below for further comment. The two six-
monthly narrative reports which have been produced [December,
1989, and June, 1990) provide excellent information about
developments that have occurred in each sector and give some
indication of future plans. In neither report, however, is there
any comment on the actual training that has taken place in each
sector during the period in comparison with the expenditures on
'Employment and Income Generation’ as shown in the Quarterly

Financial Report. (For a discussion on this see Section 3.
abovel.

In respect of the loans made in each of the ten sectors, it is

not possible to mcoke any comparisons between forecast and
actuals since no quantitative forecasts were given in the project
documents for RDP II and RCP. Using the figures for cusulative
disbursements, however, it is possible to compare such changes as
have occurred in the ten sectors in the last six months:

Loan Cumulative Principal Disbursement

June, 1990
(81 Area Offices) {80 Area & 10 Branch Offices)

Tkm % Tkm %

Agriculture 45 10 34 9
Irrigation 34 7 44 7
Fisheries 3 1 6 1
Livestock B2 18 130 21
Rural Indust. 26 6 as 6
Rural Trans. 15 3 26 4
Rural Trading 180 39 237 39
Food Process. 73 16 81 13
Health - - - -
Misc. - - - -
TOTAL 460 100 613 100
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Such changes as are evident from these figures are not in
themselves particularly significant. There is the continuing
dominance oef Rural Trading. The most significant changes are the

grovth in the percentage of loans for Livestock and the decrease
for Food Processing.

The above table does however draw attention to one important
issue, namely the method of reporting. The practice of
presenting only cumulative loan data for each sector does not
serve to provide any meaningful sense of recent changes in the
nature of the loans being given. At present it is only possible

to do this by subtracting the earlier set of fidures from the
later:

Loan Principal Disbursement

- -

{80 RDP Area & 10 RCP Branch Offices]
Tkm %
Agriculture 10 6
Irrigation 10 T
Fisheries 1 1
Livestock 48 31
Rural Indust. g 6
Rural Trans. 11 T
Rural Trading 37 37
Food Process, 8 5
Health - -
Misc. i1} =
TOTAL 153 100

The Review Team certainly therefore endorses the recent
initiative to extend the reporting system to assess the monthly
progress regarding the number of new borrowers and disbursements
{ref pages 50/51 in the June, 1980, narrative report). This data

can and should be presented in the future guarterly statistical
reports.

The new Monthly Report, with the further data about the sums
repaid by borrowers during each month, will enable another
important need to be met. At present, there is no data on the
current portfolio, je the loans outstanding, by secteor. The
quarterly Statistical Reports only show the total value of the
current portfolios of RDP and RCP for all sectors:
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RDP RCP Total
[Tkm)
December, 1988 158 49 207
June, 1990 168 54 222

= The figures include payments that are both late and overdue

and possibly therefore a proportion that will be bad debts.
See also Section 7.3.2 below.

From the present data, it jis not possible to determine the
current loan portfelic of each secter, let alone of each
activity. The former is important not just for general interest

but also to assess whether the targets for each sector are being
realised - as discussed further below.

6.1.2 Collective loans

Analysis of the data on collective loans shows no striking
changes. At December, 1989, loans to collective schemes as a
proportion of +total cumulative disbursements was 9%X. During the
first six months of 1990, total new loans to collective schemes
{RDP and RCPY amounted to Tk 54m or 6.5% of total disbursements
during the same period. Of the latter, as might be expected
irrigation schemes accounted for the largest element - some 60X.

6.2 SECTOR DEVELOPMENTS
6.2.1 Overview

Analyvsis of BRAC's reports and discussions both in Head Office
and in the field indicate that a2 number of significant
developments in wvarious sectors are taking place. These have
important implications, in: the likely requirements for loans;
changes in the nature of RDP's and RCP's loan portfolios, eg
towards longer term asset loans such as collective Deep Tube Well
[DTW) leans and individual loans for livestock: the need for
more effective supervision of collective schemes; and the need
for more technical support, notably additional techmnical POs.

The technical and management support BRAC provides to members'
economic activities in the ten sectors is often crucial. The

basic elements reguired, either from BRAC directly er from cther
sources, include the following;

- identification, development and proving of improved or new
activities (both in the sense of softvare, ie organisation,
and hardware, ie technology)
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planning and dissemination of proven activities

= technical, or skills, training
provision of inputs, ie rav materials, spares

- operational, technical, advice

- operational, management, advice - including supervision of
individual collective schemes

marketing of outputs from activities or schemes

- monitoring, to ensure an activity is indeed generating
profits to g€roup members

- evaluation, to assess the economic, and social, impact of
an activity on group members
As presently organised, the responsibility for the provision of
most of these inputs come from %ithin RDP: on the technical side
primarily from the sectoral specialists; and on the management
side from the General POs and Area Managers. Increasingly,
however, other Programmes and Departments are and/or need to be
invelved, including the Rural Enterprise Programme, the
Monitoring Department, Research and Evaluation Department and,
obviously of increasing significance, the Rural Credit Programme.

6.2.2 Sectoral Support Teams
The ker technical support roles for the great majority of income

generating activities are plaved by the sectoral specialists,
presently under the overall direction of RDP's Programme
Coordinator. In order to assess the changes that have taken
place, and the further changes xhich might be required, it is

necessary to be clear about the complex structure BRAC has
created.

Currently, only four out of the ten sectors in vhich BRAC's
income generating activities are grouped have technical support
'"teams'. Each of these support teams operate at a number of

levels and over the years have developed into highly effective
units. -

At the =apex are the full tiwme proféssional specialistis. Apart
from five staff currently based at Head Office, these are
attached to one of RDP's eight Regional Offices l(at present RCP
has no technical specialists of its own) and phrsically located
either at that Regional Office or at an RDP Area, or RCP Branch
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Office as felt to be most appropriate. The present staff, as at
November, 1990, are shown below:

#Irrigation & Forestrv

Regijon

1 8 3 2 2
(Shibpur)

2 6 2 3 3
{Jhenaidah)

3 2 1 z 1
({to be sited)

4 4 3 0 3
(Sherpur)

5 2 2 1 1
{Xatore)

B 4 E] 2 2
{(Manikganj)

7 2 2 1 1
{Hobiganj)

a 2 1 1 1
fRajpari)
Head Office 1 2 1 1

TOTAL 31 20 13 15

All these staff are graduates and in some cases also have higher
degrees, for example, the 20 Livestock POs (Programme
Organisers] are all Doctaors of Veterinary Medicine. Almast all

the costs for these staff are met out of the training budgets for
the relevant sectors.

The other levels of technical personnel broadly fall

into three
Eroups:

- full time staff, paid by BRAC, usually at Area or Branch
Office level

- para-professionals dravn from YO members based
village level wha provide
other members

at ward or
technical suppart services to

{The costs of both these groups of personnel &re met either
out of the RDP sectoral training budgets or charges to VO
members for the services rendered}

- YO member 'role models’ who are intended to demonstrate to
other members hox best to carry out an activity. They derive
their income for the model role they play, the capital for
the activity being provided by BRAC on normasl loan terms,
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The particular success of BRAC is not only in the development of
these complex and effective technical support mechanisms (of
which examples are €iven below). Even more it is in the various
wavs of self-financing the ongoing inputs to V0O members once the
technical support teams have been put in place under RD?.

6.2.3 Irrigation

The Irrigation sector has already seen significant growth.
Further major expansion is in train over the next 18 months,
largely in Deep Tube ¥W¥ells (DT¥W), and this has substantial
résource implications. Annex 6 describes the ingenious system
BRAC has developed to enable VO members to invest in DTW, how the
key issues of ownership and management are handled and the
attractive level of profits expected (and experienced teo date).

Deep Tube Wells

In terms of numbers of DTW, the proposesd expansion is indeed

ambitious as shown br the approximate numbers given below (which
include both RDP and RCP Offices):

; >x Date of Operation

Jan.1990 Jan.1991 Jan.1992
Existing Units 130 240 270
New Purchases 10 210 630
Total 140 450 200

In terms of investment, a rough estimate can be made of the
funds required. The purchase of existing units requires a capital
investment of Tk 50,000 on average, and for the nex units approx
Tk 200,000. In each case BRAC seeks to induce both the VOs (male
and female) in a single village to take the loans required to
finance the investment, usually in the order of Tk 2,000 per man
or woman for the new units and Tk 500-1,000 for the existing

units, in both cases the loans being 'long term’' reparvable over
five years.

Between June, 1990 and January, 1992, a period of 1B months, in
terms of the long term loans alcne, BRAC will be looking to make -
available some Tk 130m - compared with the Tk 10m disbursed in

the first six months of 1990 in the Irrigatiom sector. But this
is not all.

Every vyear each DI®Y scheme also takes a short term operational
loan to meet the ontocing costs of fuel, wages, service, etc
between December and July. In the last (1990) irrigation season,
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the average loan was some Tk 75,000/DTW. However, in the coming
season, with the increase in the price of fuel, this is likely to

rise te Tk 100-120,000. Consequently, the short term loan funds

required just by the DTW in 1992 will approximately be a further
Tk 100m.

The regquirement for loan funds is not the only rescurce
implication. The 'standard' technical support team for five Area
Offices with a maximum of 50 DTWs now comprises:

1 Agricultural PO ) both full time BRAC profess-

) 4ionals attached to one of the
1 Agricultural Engineer PO ) Regional Offices

2 Mechanics - attached to an Area Office and

paid by BRAC from training and
service fees charged to DTV
schemes

1 Agric.Gram Shebok village based agricultural
for every 5 DTWs extension workers similarly

paid from training and service
fees to farmers

1 Driver and 1-2 Water = willage members whose wages
Linesmen per DTW are paid as part of DIV
operating cest

Each team supports the DIK schemes in two ways. The Agric.
Engineer PO and Mechanics provides training to the drivers in DIV
operation, service, maintenance, and repair. The Agricultural PO
and the Gram Sheboks advise the farmers how to increase the
production from their land, thereby of course increasing the

revenue to the DTW scheme if, as is customary, payment is made as
a share of the crop.

With a planned total of 9500 DTV installed and operational, it is
evident that the requirement for additional technical staff will
be substantial. Recruitment should not be a problem but the
training requirement, eg for 150 Agricultural GS, 500-600 new
Drivers, etc not to mention the training for the managemsent and
operational committees for each additional DTW is formidable.

As noted in Annex 6, review of BRAC data on the profitability of
individual schemes show encouraging results in the 1989/90
season. Out of a total of 137 DIV in operation, three gquarters of
thea made a profit averacing Tk 24,500 (after payment of interest
and depreciation): and 31 made a loss averaging Tk 13,000. Since
all but 10 of these were old units, with modest command areas, it

is reasonable to suppose that the new DIW with larger areas
should indeed do well.
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During field +visits, however, the Team saw figures in one Area
Office which suggested that loan repavments from certain VO
groups have been somewhat erratic. Indeed there - were some
individuals who appeared not to have kept up with their required
weekly payments but nonetheless received their due share of the
profits from the scheme when these were distributed at the end of
the season. This matter is further discussed in Section €.8
below but the new arrangement for DIW whereby BRAC takes a 20%
shareholding in each collective scheme should help to ensure

both proper management and regular loan repayment by
shareholders.

6.2.4 Livestock

Livestock is another sector which is continuing to expand
rapidlr. As shown above, 31% of all loans disbursed in the first
half of 1990 were to this sector and cow/buffalc rearing was the
third most popular single activity in terms of RDP

loan
disbursement during this period.

As discussed in Section 5.5, the training of technical personnel
for the larger animals has been proceeding apace. As at
Yovember, 1980, there are now 560 paravets out of an RDP target
of B20, the plan being that 700 of these will be women. Similarly
there is a new target for model cow rearers, the plan being for 5
female YO members per village, each with between one and three
cows. These women receive 3 dars basic training in livestock
care and act as models for 'general rearers' in the village.

The latest proposal is that in each RDP Area of 50 villages two
paravets will be upgraded to Al (artificial insemination)
workers. Part of their training is provided by government. There

was a total 34 Al workers in place by the end of June: a further
34 have just been recruited.

The poultry sub-sector also continues to expand rapidly. Of all

the technical support teams, it has the most complex and
numerous structure now consisting of:
Livestock PO - Approx 2 per Regional Office

Poultry PO - Approx 1 per 2 Area Office
Chick Rearing Unit

20 for every 1000 rearers
{obtaining improved day old
chicks from Govt, selling to
rearers after two months)

Poultry Worker - 1 female VO member for every
village
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Model Rearer - Yinimum 1 for eversy village,
each with 25 birds (3 cocks

and 22 hens) providing eggs
for hatching

Rey Rearer - 15-20 per village each with 1
cock and 10 hens preducing
eggs for sale and consumption

Egg Collector - 1 per village

The egg collector is the latest member of the support team to be
created by BRAC. Often the villadge poultry worker, her role is to
buy all rearers’' eggs that are surplus to local requirements and
take them to nearby town(s) for sale. To finance this operation,
she gqualifies for a2 short term loan of Tk 500.

Assuming a total of 80 Area Qffices, the numbers of individuals

in the poultrry technical support 'team® for RDP alone are
substantial, for example:

Planped  June,1990

Chick Rearing Units 800 644
Poultry Workers/Egg Collectors 4,000 2,925
Model & key HRearers 56,000 51,574

6.2.5 Eisheries

¥hilst still presently the smallest productive sector - 1X of
total current lcan disbursements - Fisheries is also seen as an
area for major expansion. For example, production of spawn from
the Rajendrapur fish hatchery is planned to increase from the
1989/90 actual of 99 kg (target 96 Ekg) to 125 kg in 1990/91 and
possibly 150 kg in the following year. Seven different species
are currently produced for sale to VO members, and other markets.

Also, as reported in the June, 1990, narrative report, BRAC is
becoming involved in three major fisheries programmes, including
the Jjoint "Beel and Baor Fisheries Development and Management
Programme™. In one of 4the other special programmes, of pond
excavation and re-excavation, BRAC is recejiving assistance from
WFP vhich provides wheat as payment for the work of excavation.

Within BRAC's Fisheries Programme as a whole, it is planned that
the number of ponds to be managed by VO members will increase to
9,065 1968 acres) in 1991 and 11,042 (1250 acres) in 1992. Each
scheme is planned in considerable detail and a pro-forma summary
produced. In one such scheme, in the first years the expected
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annual gross income from 95 decimals is Tk 37,000 against a total
cost of inputs lother than the pond excavation) ol Tk 15,C00 - an
attractive return for the B0 VO members to be to be involved.

These programmes will require an increase in the number of
BRAC's professional fisheries staff, as well as loans for VO
members. Indeed, all BRAC's Fisheries POs gathered together on
Nov 23/24th in Dhaka with RDP senior management in order to put
together, for the first time, a considered plan for the expansion
of the sector (in part as indicated above), including determining
what additional staff and other resources will be regquired.

Recommendation

Assessment of activities within the Fisheries sector would be
considerably easier if the activities were more precisely or
clearly defined. The descriptive terms used, for example, in the

June, 1990, narrative report; the June, 1950 statistical report,
and the reports of REP (see belox) are confusing.

6.2.8 Sericulture

Sericulture is another area for wvhich there are major expansion
plans. The planned programme is fully described in the June 1990
RDP narrative report but some of the key numbers are worth
noting. It is planned that by the end of 1992, no less than 7.6m
mulberry saplings will have been planted and the support
structure will have been built up to the following:

Senior PO 12
Sericulture PO 16
Sericulture Asst. B0
Chawki Centres 150
Key Rearers 1,000
Reeling Centres 4

On the basis of a 70X survival rate for the saplings and 100
trees supporting one General Rearer, after three years BRAC -
estimates that the total jobs created «ill be 60,000 including
those emploved in the Chawki |(egg rearer] and Reeling Centres.

The economic impact should be substantial. The estimated income
earned is expected to be Tk 2,000 for every three month cycle or
approx Tk 22/day for work that can be done on a part time basis.
On the basis of the revised 1990-92 budget, which reguests total

i9



funds from donors to establish this programme at Tk 37m, the

approximate cost per (self-sustaining) job created is therefore
Tk 620 or USS16/head.

6.2.7 Other Sectors

It is notable that all of the sectors described above: are
concerned with the production of natural resources; benefit
from considerable technical input from BRAC staff within RDP: and
are seen as areas of expansion. Historically, the four sectors
have accounted for slightly more than a third of cumulative loan
disbursements. In the first six months of this year, however,

they accounted for 45% of total disbursements and would seem to
set to expand further.

The position of the other four major sectors is strikingly
different. Historically, Rural Trade, Rural Transport, Rural
Industries and Food Processing have accounted for some twa thirds
of cumulative disbursements. This figure has now fallen to just
over half of disbursements but this may well be related to the
fact that they enjory minimal technical support.

6.3 IGYGD

Income Generation for Vulnerable Group Development (IGVGD) is a
collaborative programme between four bodies: %World Food
Programme ; the Government's Directorate of Relief and
Rehabilitation (DRR) and the Department of Livestock (DOL); and
BRAC. The objective is to improve the income earning potentials
of destitute women who are VGD card holders by providing training
and credit for poultry and egg production in exactly the same way
as BRAC's regular poultry programme operates (described abovel.

IGVGD is logically part of the Livestock (Poultry) secter, and
managed as such. However, as noted above, it has a particular
target group and is being implemented in many areas where RDP Il
is not operating. It is therefore budgeted as one of the three
special sectoral programmes of RDP II, with a 1990 budget of over

Tk 12m. Hence the reason for this separate section in the Team's
report.

As from July of this vear, IGVGD has been further expanded inte

36 Upazilas with the target of reaching 75% of the estimated
80,000 cardholders in those Upazilas over 3

leading role is clearly described in the RDP June 1990 narrative
report.

As invariably seems to be the case with BRAC, the programme
continues to be improved. In addition to creating the role of egg
collector as described above, a further recent addition to the
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operation is the establishment of feed centres at Union level-
approx 8-10 centres per Upazila ¥ith each serving 20-235 villages.
Formerly there used to be only a single centre at Upazila level

for mixing and selling feed to rearers but there were problems in
distribution to the women in the villages

Another improvement introduced has been four monthly computer
printouts showing data on: vaccinations; credit; performance of
the chick rearing units; and the training of and savings by the
card holders. A careful check can therefore be, and is,
maintained, on all the key indicators, to monitor how actual
performance is meeting the planned target. On the basis of the
record of the previous two year phase of the programme, this

programme will either get very close to meeting if not to exceed
its targets over the two years.

Examination of the 30th September, 1990, summary financial
report for IGVGD shows an actual expenditure of Tk 7.0m for the
nine months against a pro-rata budget of Tk 9.2m. The reason for
this was starting up problems for the new phase of the programme
as it began operations in the new Upazilas.

6.4 BURAL ENTERPRISE PROGRAMME
6.4.1.Background

The Rural Enterprise Programme (REP) was set up in 1985 and
funded by the Ford Foundation until 1989%. Since January, 1990,
REP has been funded by the donor consortium (under RDPF II Core).
The present REP manager is also responsible for the Rural Credit
Programme. However, «ith the planned expansion of RCP, it is
anticipated a nex REF manager - reporting, as now, directlyr to

BRAC's Executive Director - will be required and possibly in
place early in 1991.

Three recent reports on progress and achievements have been
produced by REP covering the periods:

- October 1983 to June 1989
- July 1989 to December, 1989
- January 1990 to June 1990

In addition, there was an evaluation of REP in late 19B8 and
extensive comment on REP in the April, 1989, report of the
Appraisal Team. Xeither the Research & Evaluation Division neor

the Monitoring Department have looked at any of REP's projects in
any depth.

The first report above states the rationale for REP. It was that
the “slow groxth of emplorment opportunities and involvement in
traditional economic activities using traditional technologr and
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management procedures are some of the major causes of rural
poverty especially among BRAC landless groups. A need was felt to
bring changes in terms of diversity of enterprises, improvement
of technology¥ and management procedures to enhance productivity
and profitability by increasing efficiency and effectiveness of
enterprises”. Despite a modest budget - in BRAC's current terms-
REP is or was therefore seen as a key element in BRAC's goal of
increasing the incomes of the landless.

6.4.2 Performance to Budget

The figures for the first nine months of 1990 show that actual
expenditure is running well below budget. Tk 1.8m has been spent
to end September, just half the pro rate figure of Tk 3.5m out of
an annual budget of Tk 4.6m. There are two reasons.

First, only 14 of the planned total staff complement of 19 have
been recruited. Further only eight technical
officers/trainers have been appointed out of the sixteen
planned. Part of the reason for this is that a number of the
technologies have either been abandoned, eg mushroom culture, or
taken over by or remained with RDP, eg sericulture and building
materials at Manikganj, or not set taken up, eg textiles. It was
further planned that four gut of these sixteen officers would be
women: in fact there are none. On the other hand, the
economics/business management staff resources of REP have been
strengthened. The number of economists has been increased and of

the three now in post, two are women. Two MBAs have also been
recruited,

programme

For REP in general, there does appear to be a problem in
recruiting appropriately gqualified staff, and even more in
retaining them. Of the total staff of 14 now in place, at Head
Office 5 out of the 7 staff are still in their probationary
vyear; the two MBAs will be particularly difficult to keep. Of the
staff in the field, 2 of the 7 are in their initial yvear. Given

the nature of REP's wxork, stability of staff is especially
desirable

Second, the financial expenditure on staff training, foreign
travel, deployment of 1local trainers and use of foreign
consultants has been minimal. These are a direct reflection of
the limited extent of REP activities, especially the

dissemination of successful technologies to RDP/RCP members - see
below.



§.4.3 Performance on Projects

Summary information about the project performance of REP has

been provided to the Review Team. This can be summarised as
follows:

Number
A: Successful projects handed over to RDP ]
B: Failures and abandoned projectis -3
C: Completed projects - profile in preparation 2
D: Ongoing experimental (ie high risk) projects 14
E: Ongoing pilot projects 11

Consideration of REP's performance is complicated by the fact
that: the individual projects do not have a single reference
number which is used in all the different reports; and a number
of the projects have the same or verr similar titles. For
example, "Improved Block Printing” and "HYV Sugar Cane Project”
are both cited in List B as failures but "Bleck Printing
Development”™ and "HYV Sugar Cane” also appear in List E.

Recommendation

Each REP project should be given a unique reference number/code
which is used throughout its ’life’.

6.4.4. Successful Projects

Examination of the list of successfyul projects that have been
passed on to RDP, and including the completed projects, indicates
that REP has enjoved few substantive successes (see Apnex T7) - in
the sense of having a positive impact on the incomes of large
numbers of the landless. In the case of two of the projects, rice
mill and waste silk spinning, there is still only the original
pilot unit. Vegetable cultivation has been taken up br some 550
growers but 500 of these were initially financed by REP itself
and the average locan per grower is less than Tk 1,000. Seocial

forestry is tooc recent an initiative either to judge its success
or its impact.

Of the five fisheries projects, only the carp nursery pends and
semi intensive nilotica mono-culture can claim any impact. The
nunbers of menbers involved, hoxever, =and their investment is
very modest. In the former case, the average locan for the carp
nursery ponds is less than Tk B800; and in the latter case, the
activity does not even appear in the list for the {isheries
sector. In the case of shrimp/carp culture, the June 1990
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narrative report indicates that 29 ponds have been established,
hardly a substantial number.

The foray into brickfields was a brave initiative but has not
been widely replicated. The large experimental field at Manikganj
«as largely funded by REP but 4,000 VO members each invested Tk
100 apiece. The VOs involved have continued to manage the field
as a cooperative venture, with ongoing assistance from REP and
RDP, and 250 workers are employed during the production season.
However, it is understood that the field has not been an
outstanding financial success. There is only the one other
brickfield, also near Manikganj town. This is wholly owned by

women VOs (apprex 1,000 shareholders) and provides valuable
employment for 600 vomen during Nov-May.

Bower Tiller

The most successful project, at least in terms of widespread
dissemination has been the power tiller (PT). Ko less than 126
machines were sold to collective schemes owned and managed by VO
members. The results however have not been satisfactory and BRAC
is now faced with a number of major policy decisions as to what
action should be taken. The whole initiative of testing the
tillers, the process of transferring them to RDPs and the efforts

of VOs to operate them profitably has been a useful experience
from which much can be learnt.

Xot least significant, from the point of view of donors and this
Review, is that BRAC is quite open about the probleams that have
eccurred. Two studies have been carried out by REP. The first
assessed what had happened to the 126 PTs distributed to RDP
Offices, the summary findings being given below. The second was
a survey of alternative uses of the tillers, in the perception of
Area Managers and POs. Whilst of general interest, the study is
unfortunately of 1little practical use as there is no attempt at
any quantitative assessment of the demand for, or economic
viability of, the suggested alternative uses, notably to provide

pover for: road transport, rice mill, mechanical boat or
irrigation pump.

Initially, REP carried out intensive trials of 5 PTs over 2/3
rears in different areas. A detailed 'Business Profile' was
produced indicating that on a total investment of Tk 110,000~
vith the capital cost of the tiller itself at Tk 80,000 - a net
profit of Tk 29,000 pa should be be made {after interest and
depreciation). This figure assumed that the PT would be used to

plough over a total of 135 days and also to carry goods 100 dayrs
in the year.
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The key findings of the first study referred to above,
respect of the 113 machines for which
obtained, were that only 23 units made a
reasons being that:

in
information could be

profit, the primary

- the actual acreage cultivated was generally less than
expected, in part due to less than anticipated demand from
local farmers who acquired their own machines. Capacity
utilisation was therefore significantly less than estimated

low capacity utilisation was also caused by poor management
and machine breakdown

- the latter in turn was caused in part by misuse of the PTs
and lack of proper maintenance and repair

The Review Team suggests that BRAC's experience with the PTs
raises a number of important questions (and also offers a number

of lessons in respect of the intrinsic difficulties of
introducing unfamiliar 'hardware' technologies) notably:

- what should happen to the PTs now, eg should they be sold
off or redeployed only into those areas where there is an
agreed minimum acreage available to be cultivated?

what are the lessons to be learnt and the action to be taken
in respect of management of PTs by VO members? Would it be

advisable for BRAC to retain a 20% shareholding as with the
Deep Tube Wells?

- what happens to the loans VO members took ocut to buy the

PTs? Are ther to be treated as entirely the responsibility
of the lcanees?

surely REP has some responsibility for failing te carrr out
proper extensive field trials and RDP for inducing members
to make investments that have turned out to be unscund?

= in those areas vhere the tillers have made a profit, what

has been their social and economic impact, especially on the
demand for manual labour?

6.4.5.Current Activities

As noted above, there are currently 25 experimental and pilet
projects in progress. These very largely fall inte the
fisheries, horticulture and livestock sectors, reflecting the
interests of the seven technical staf{ presently engaged br REP.
The Team had limited discussiecns with a number of these staff
about a few of the projects and a +visit was made to the
experimental engineering workshop at Mirzapur (primarily set up
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to provide technical back up to the Deep Tube ¥Wells being
installed in the areal.

6.4.6 Conclusions

The Team's general impression of REP is that it lacks a clear
sense of direction and an ability to fecus attention and
resources where REP may be able to have substantive impact.
Whilst a number of the individual current projects may have some
limited potential, too much attention is paid to the
technological, ie hardware, aspects of innovation. Too little
attention, on the other hand, is paid to the problems of
organisation and management, indeed to identify and pursue areas,
such as traditional weaving, where better organisation is likely

to have as great an impact on VO members as any technological
innovation.

Recommendation

In the following Section 6.5.1, the Team suggests important

changes in respect of REP both in terms_ of its policy and
position in the organisation.

6.5 IMPROVEMENT v INNOVATION
6.5.1 Lessons from RDP and REP

The experiences of RDP and REP in recent years offer a number of
lessons. REP has had the responsibility of increasing the range
of economic activities to provide more and better 'technological’
opportunities for VO members to improve their incomes. Such
'technologies’ - within BRAC's environment =~ have to be
considered not just im the context of the novelty of the
'hardware’' but in three other dimensions critical to their take-
up in the field and likely success, ie profitability and impact:
Novelty of Hardware familiar
improved
unfamiliar (to VO meabers)
new (to Bangladesh)

Vulnerability® robust

- average
- delicate

'Softwvare'"s - existing

- improved
- unfamiliar

Ownership - individual /household
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small group
large groups
* \VOs

= technologies vary considerably in respect of their
vulnerability to their environment, eg disease, dust, and to
the people using them, ie do they need delicate handling

** the system for the delivery of inputs, the training of
staff & personnel, and/or marketing of the outputs

The following examples will help to illustrate what the above
terms are intended tc mean:

Example Hardware  V'biljty  Software = Ownership

HYV Poultry improved average improved individual
Rice mill familiar delicate" existing large groups
Mushrooms new delicate unfamiliar individual
Power Tiller unfamiliar delicate improved VOs
Brickfield familiar robust improved VOs

AVL Loom New delicate unfamiliar household
Deep Tubewell familiar robust unfamiliar VOs

®= At first glance a rice mill is a familiar, robust
technology in that the production process is well known,
simple and easy to operate. The direct value added in that
process is therefore small. The 'trick' in running a
profitable commercial rice mill lies much more in the

ability to buy and sell at the right time, hence the
'delicate’ category

REP, in seeking to carry out its objective, has tended to
address its efforts to perceived opportunities which represent
one or more 'jumps' in two or more of the dimensions identified
above, with particular emphasis on the 'hardware' element. For
example, the AVL Loom was three jumps in the hardware dimension,
two in terms of vulnerability and two in organisation. The Power
Tiller represented two jumps on the hardware scale, two in

respect of vulnerability, one in software and three in terms of
the ownership.

RDP on the other hand, and unwittingly rather than as an
explicit policy, has adopted a different approach. First, it has
not sought, overtly at least, to be a endine of innovation in
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BRAC's operations at all. Instead it has been largely driven by
needs identified from/by VO members themselves. Second, the jumps
it has, successfully, made have been much less related to the two

hardware dimensions than the software, ie organisation and
ownership.

Third, because of its close day to day contact with VOs and
borrowers, in the process of introducing an innovation, it has
recognised the need constantly to make adaptations to suit
unforeseen nuances in practical operation. An interesting example
is the DTW schemes which involved three jumps on the ownership
scale. ¥hen the management of the schemes showed up as a
problematic area, RDP decided that BRAC itself should take a 20%
share in the DT¥, with the General PO, as BRAC's representative,

having an effective casting vote on the scheme management and
operational committees.

This analrvsis leads to twe complementary conclusions and
recommendations, one relating to policy, the other to the BRAC's
organisation structure. The RDP approach as described above bhas
¢learly worked - in the sense of having beneficial economic
impact on large numbers of people (reference, for example, the
latest plans developed by RDP for the Sericulture Programme which
it is foreseen w%ill create some 60,000 new jobs for women in
three vears). The REP approach on the other hand has not had such
impact and sho¥s no sign of doing so - due rather to an

ineffective strategy rather than any defects in management as
such.

Recommendation

The policy recommendation therefore is that BRAC should recognise
the important innovatory role that is plaved by the technical
support teams in RDP and explicitly seek to extend the RDP

pethodology to all sectors and activities. We would further
suggest that:

- particular attention is given to those activities where RDP
has not previously been very active, such as in Food
Processing and Rural Industry k& Trading;

the REP-type of project (but see below) shouid be limited to
less than half a dozen carefully selected initiatives

- in such projects, even during the experimental stage, much
greater and more sustained attention should be given to the
later organisational, ownership and management aspects

1 must be recognised that the dissemination of anr REP-tiype

technologies is an iterative process, to be carried out
along the same lines which RDP has successfully followed
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Recommendation

The second recommendation has three elements. We suggest: that
consideration is given to merging REP with the technical support
teams presently working as an integral part of RDP into a
combined single programme, to be called, perhaps, the Development
Support Programme (DSP); that DSP serves both RDP and RCP,
including the provision of technical training to the newer VO
members under the RDP Area Offices; and that DSP staff, like the
present technical support teams of RDP, whilst responsible to the

Regional Managers, are located as much as possible in Area
Offices and at village level.

This change would have a number of advaptages and implications
which should briefly be mentioned. There are three economists and
two MBAs within REP whose services would then be available to the
technical support teams in RDP within the overall context of DSP.
These would not only be a valuable resource in providing guidance
on new initiatives such as the Sericulture programme but also in
providing advice to g€eneral and technical POs in specific project
feasibility studies and the management of ongoing schemes.

As RCP expands in terms of the number of Branch Offices, so will
its requirements for technical support. The nature of such
support will be different to that reguired by the new RDP Area
Offices, whose members needs «ill continue primarily to be for
training, but even a brief assessment of the planned expansions
in various sectors clearly shows the needs for technical advice
and further training in RCP V0Os will be considerable. The
proposed DSP will be in the best position to provide the best
support to both RDP and RCP VO members.

6.5.2 Fipancine Technical Support

From the financial perspective, the creation of a Development
Support Programme +«ould not immediately mean anv significant
change, at least not in the resources available. DSP's funds
would continue to come from four sources: the sector training
budgets for Y1, Y2 and Y3 Area Offices, financed by donors within
RDP 1I: donor grant funds formerly allocated to REP; donor grant
funds to meet the costs of technical support to Y4 RDP Offices
and all RCP Offices, alsc within the RDP II budget; and, of
growing importance, from fees earned by DSP from services

rendered, whether in technical extension, services, or training,
by DSP staff to RCP VO members.

In this connection, it is important that donors should be aware
of one significant change BRAC has made in the calculations of
the latest (Nov.198%0) revised RDP budget for 1980-1992.
Previously, the costs of BRAC's technical POs were not specified
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but generally embodied in the training costs charged
for the individual training courses, eg fish nursery,

mechanies, ete. In the latest budget, such costs
somewhat differentlr.

{to donors)
irrigation
are handled

For example, taking the Fishery sector, all technical support
costs were calculated on the basis of a Tk "fee' per trainee for
the three different courses offered. In the original approved
budget, the total cost for the Fishery sector was Tk 2.24m for
the three years. In the revised budget, however, the full costs
of 15 Fishery POs are now shown as a separate budget line whilst
the 'fee' per trainee per course is reduced. However the total
budget the sector has more than doubled, to Tk 5.19am, even though

the total number of trainee days for each course is exactly the
same .,

There is also a similar change in the Irrigation sector xhere the
total budget increases from Tk 1.8m to Tk 13.4m. The costs of
the POs - no less than 50 by 1992 - are now separately itemised,
their total costs being Tk 10.8m for the three years. In this
case, however, there is a substantial increase in the level of

activity, for example the number of weeks training in irrigation
management is increased from 500 to 2,200.

The fundamental point at issue is not the increase in budget per
se. This is largely justified by the planned increase in the
levels of activity in the various sectors, both in RDP and RCP
Offices. It is in the basic principle that RCP Branch Offices are
intended to be self-financing in all respects, including inputs
in respect of training and other forms of technical support. In
theory, if an VO member in RCP needs to have any training er
other technical advice from BRAC staff, the cost should either be
capitalised in his/her loan or a direct (service) charge should
be made. If this is not being done, and in the Team's discussions
with BRAC the matter was not clarified, there would be a

significant element of cross subsidy from the RDP 11 budget to
RCP.

Recommendation

BRAC should abide by the principle that RCP must be self-
financing. In particular, it must identifyr, and applr,
appropriate wars of charging RCP VO members with the full cost of
the inputs they receive not only from the general POs in the
Branch Offices but also from the technical POs and support staff.

60



6.6 SECTOR PLANNING
6.6.1 Xeed for Tarcets

As noted in Section 6.1 above and as discussed in Section 7
below, both RDP and RCP set financial targets for the expansion
of the loan portfolios. These are set according to the maturity
of each Area or Branch Office and the anticipated ability of VO
members to take loans of a carefully calculated average size and
ters based on past and estimated future perforsance.

¥o explicit consideration is given, however, as to how the loan
portfolio targets are going to be met in terms of the growth of
the ten primary sectors or specific economic activities within
those sectors. Further, although it is fully recognised that
different Offices will have a different mix of sectoral
portfolios, eg Fisheries is likely to be more prominent in
Jessore and Mymensingh than elsevhere, little consideration is
given - in terms of forvard planning - to the resource
implications of such different loan portfolics.

Kith the continuing growth in RDP and RCP, the Team believes that
the time has come for explicit planning for the growth of all the

individual sectors. As noted above, BRAC is already beginning to
do this, for example in:

- the Irrigation sector with the massive expansion of Deep
Tube ¥ells from 140 in 1989/90 to 900 in 1991/92,

= the Fisheries sector with the very recent (24/11/90)
development of a plan to increase the pond area "farmed' by
VO members from 330 in 1990 to 1250 by the end of 1992

= the Sericulture programme «ith the newv plan also just
developed to plant a total of 7.6m mulberry saplings by the
end of 1992, vhich it is estimated this «ill lead to the
creation of some 60,000 jobs for women in silk production

Such sectoral planning will also facilitate more effective
planning in respect of: the nature and level of the technical
support structures required from DSP and in what geographical
areas; the training requirements for the different levels of
technical personnel and of village members - with implications
for training facilities such as that for the Fisheries sector at

Rajendrapur; and of course the financial requirements in terms of--

the loans likely to be required by members, groups and VO
collective schemes - how much, when and in which Areas/Branches.
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Recommendation

Three yvear forward plans should be developed for all ten sectors
for ¥=hich BRAC provides loan funds, especially for 4t1hose
activities where extensive technical support is required. Such
plans should primarily be based on sensitive assessment of local
demand and resources, but also on the careful identification of

areas where BRAC can make the most constructive and productive
interventions.

6.6.2 New Areas of Techpical Support

As noted in Section 6.2.6 above, it is significant that the
technical support teams created by RDP have been confined to a
limited number of sectors. Little attention has been paid, at
least in terms of introducing more productive systems and therebr
enhanced income generation opportunities to members, %o the 71
activities in Rural Industries, Transport and Trading and Food

Processing which accounted for 55% of total loan disbursements in
the first half of 1990.

Recommendation

Greater attention should be given to the above four sectors,
specifically to activities within them such as weaving where

large numbers of members, or potential landless members, are
involved.

6.7. ', OWNERS N X

The profitability of economic activities, and individual
schemes, is obviously crucial to realising BRAC's objective of
improving members’' incomes. In this respect, there are four Keyr
issues: {(A) the prior assessment of a project's or scheme's
feasibility, profitability and the level of investment reguired
or allowable; (B} the ownership and management of the larger
schemes; (C) the repayment of loans by those members who have
invested in such schemes and the relationship, if any, with
vhether the scheme is currently profitable once in operation; and
{D} monitoring the actual profitability of activities in
compariscon with the initial feasibility.

§.7.1 Feasibility

Given the variety of different schemes in which VO members are
now investing, it is inevitable and desirable that there are
different wavs of dealing with (A). At one end of the spectrum,
there are the more complex larger schemes, such as fish ponds and
DTW where there mavy be considerable variation between one scheme
and another. These naturally require a detailed feasibility study
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before approval and investment. Our understanding is that such a
study is indeed carried out in all cases.

At the other end eof the spectrum, there are a
activities where a standard investment figure has been
Head Office, eg many of the livestock projects such as rearing a
buffalo or an activity such as egg collection. In these cases, no
feasibility as such is carried out. All that is required is the
normal procedure whereby agreement to the loan is sought from the
member's group and VO, and approval given by the PO or Area
Manager depending on the actual level of investment.

number of
agreed at

We did not have the time to look inte this procedure in any
detail. However, we were led to understand that in a number of
cases the currently approved levels of investment are now

somevhat unrealistic due to the effects of inflation. If this is
so they should obviously be revised.

At the same time, however, we would also suggest that the
theoretical profitability of each activity is reviewed-
logically by the DSP if established as proposed above since it
would have the economists formerly with REP. It is by no means
impossible that certain activities have either become actually
unprofitable or offer so little return on either capital or

labour that members should be dissuaded from doing them and
advised to invest in some other activity.

6.7.2 Ovnership and Management

It is widely recognised that collective ownership and cooperative
management of a single productive activity or scheme, such as a
Power Tiller or Deep Tube Well, c¢an be a nightmare if not a
disaster. BRAC appears to have come up with a most ingenious
solution, as exampled (and already described] in the DIW schemes,
of retaining a 20% share of the equity in each schene.

Under the mechanism now in place, this 20% sharehclding offers a
nusber of benefits and should solve some common problems. The
Area Office general PO who represents BRAC’s interest on the
'Scheme Management Committee' and the 'Scheme Operational
Committee' effectively has a deciding vote (the latter Committee
is required to consist of 5 or 7 persons drawvn equally from the
men's and women's VOs). This should help to ensure that there is
effective management of the scheme, that the profits are thereby

maximised and also that they are rationally and fairls
distributed. .
The PO alsco has a further role to play. As noted above and in

detail in Annex 6 the profitability of nev DT¥s is potentially
high. There «ill obviously be occasions vhen certain investors
may wish to sell their ‘'shares' in a scheme, and have every
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right to do so. However the Team understands that what is now
beginning te happen is that naive shareholders are selling their
shares to other members at prices not reflecting their real
value. Consequently, the future (financial benefits froms, and
significantly the control of certain schemes could pass into the
hands of & new class of rural "petty elite'. The role of the PO
therefore becomes even more significant, at the verr least to

ensure that the innocent sharehoclder receives a fair price if
he/she really wants or has to sell.

This initiative in the irrigation sector of BRAC taking an
equity stake in large communal projects may well be an important
model for other sectors, eg the large fish ponds, baors, etec.
Certainly it would appear to offer a creative intermediate
solution: on the one hand to the well known hazards, and frequent
failures, of such large projects xhich are wholly owned and
managed by communities or cooperatives; and on the other to the

course Grameen Bank has adopted of taking direct ownership and
management responsibility.

BRAC's investment in DTWs, whatever the source of funds actually
used whether BRAC's own resources or those of RCP, may well
provide a much better (and possibly safer) return than putting
the moner in the bank at 12X pa. In addition, should BRAC decide
that at a later stage, VO members no longer required BRAC's
presence, it could relinquish its presence on the Scheme
Yanagement Committee. This would not only release funds for
other initiatives but also possibly rield a useful capital

profit, thereby perhaps creating the equity needed for the BRAC
Bank.

Recommendation

The practical aspects and effectiveness of the methodology BRAC
has recently adopted in terms of the ownership of large VO
schemes such as DTWs should be closely monitored, including their
extension to other large schemes. At an appropriate time, when
there is sufficient data, the social and economic impact of such
schemes on the individual shareholders should be evaluated.

6.8 LOAN REPAYMENT AND PROFITABILITY

6.8.1 Non-Payment of loans

During discussions at Head Office and in the Area Offices, a
number of potentially problematic issues came to light. It is
gquite possible that the cases wve noted are exceptional or that

there was a communications failure. We feel hovever that two
examples are worth quoting:
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- examination of the ledgers for individual schemes showed
that there were cases where 10-25 members had invested in
DTX schemes,; regular payment of the installments due had
been initiated by everyone, but then for some reason a
number of members had at various intervals ceased paying
their dues. Despite this, the local staff advised us that
such non-pavers had received their due proportion of the
crop share from the scheme when distributed, without any
deductions for payments due but not paid

similarly, there was a Power Tiller scheme examined by the
Team where all the members from the both male and female
VOs who had taken loans had stopped making their instalment
parments at almost exactly the same time, after many weeks
of regular installments. Without being able to go into the
details as to why, it would seem likely that the PT had
either broken down and not been repaired, or the V0O members
had decided that the scheme was basically not going to be
viable. Whatever the reascn, no action appeared to have been

taken by the Area Office either to help get the machine back
into operation or dispose of it.

Whose responsibility is it to take action on such matters between
the various concerned staff at Regional and Area Office level?
Three different personnel mar be involved: the general PO and/or
GS responsible for ensuring the repayment of loans against a
particular scheme; the general PO representing BRAC on the
management operational committee of that scheme; and the Agric.
Engineer PO and/or Mechanic responsible for ensuring the
necessary maintenance and repairs are carried out.

Recommendation

There should be clese coordinaticon between those BRAC staff
responsible for supervising the management of a scheme, those
responsible for its maintenance and repair, and those responsible
for ensuring loan repayment by borrowers «ho have invested in a
scheme. Regional and Area Managers should ensure that there is

necessary coordination and appropriate action taken vhen and as
regquired.

6.8.2 Actual v Theoretical Profitability

Discussions with staff, notably the Meniterineg Dept, indicated
that there was inadeguate monitoring being carried out on the
actual levels of profit being made on different activities and
schemes. Except in high profile cases such as the PTs and DTVs,
vhere specific investigations had been carried out, there would
appear to be little hard quantitative information about current



levels of profitability of many different activities. This is
disturbing - as well as potentially damaging to loanee members.

This is not to say that there has not been some analysis. It is
howvever very limited. For example, from 1979 to date, RED has
published some 45 studies in total on all the economic aspects of
BRAC's work (compared to almost double that number of health
studies). Of these economic studies, perhaps five (at the most)
look in any depth into the profitability of specific activities,
eg Mallick's 1989 study "An assessment of economic profitability

of rearing high yielding variety chicks and its comparability
with other other varieties”.

The Review Team were therefore considerably reassured to learn
that the Monitoring Department are now proposing te plary an
active role in this arena. As from the start of 1991, it is
understood that every year the Dept will monitor the actual
profitability of a 20-25 separate activities, taking an
appropriate number of individual projects or schemes in different
areas. This exercise should provide much useful data, not least
in subsequently being able to give guidance te Area Managers and
POs as to vhich activities should be more, or less, encouraged
and some of the key technical or other factors to be watched.

6.9. ECONOMIC INPACT
6.9.1 Extent of Ispact

The economic impact of BRAC's income <generating activities is
much more than just whether they are profitable. As far as the
borrower or worker is concerned, it may involve any of the

following factors to vhich different individual will give
different weight:

return on labour, eg actual income earned per day
security of emplovyment

seasonality, ie not clashing with existing commitments
flexibility, ie when it can be done

impact on indebtedness

impact on accumulation of assets

access to credit from other, formal, institutions

In addition, there are two other important aspects of any type nf
activity, emplovysent or investment scheme.

6.9.2 Impact on Women

Since it is BRAC's intention to give particular attention to the
need of wvomen, special consideration should be given to factors
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which uniquely affect them. Essentially, loans to

"omen can
enhance their incomes in four wavs:

by increasing the income earned from an existing activity br
increasing productivity or vield of that activityr

by increasing the income from an existing activity either by

reducing the cost of inputs or increasing the price received
for outputs

by enabling them to undertake a new or additional activity
in such time as they have available

- by providing them with an opportunity for a profitable
investment which will vield an income fdividend) but
requires none or very little of their time

For example, the second Manikganj brickfield which is owned and
managed by women's VOs offers a possible double benefit in that
it not only provides 600 women with out of season emplorment but

also the potential (at least) for income from the loans they have
taken to invest in the scheme.

Similarly, the Sericulture programme offers women the ocpportunity
to undertake gainful employment in an activity which is flexible
in its demands on their time. Provided the income is as
projected, some Tk 600/month, it will indeed provide economic

benefit to tens of thousands. It has the particular advantage
that the work can be done at home.

In contrast, most of the employment opportunities offered byr the
textile programme of the Ayesha Abed Foundation require the
women to work at the centres or sub-centres. As pointed out by
the recent RED Betila sub-centre studyr this can be a problem as
husbands may not be willing to allow their wives to work ocutside
the homestead, even at a location where all the workers are
female. Another problem noted in the same study is that the
income a woman may be able to earn mar be affected adversely, not
because of the piece rate offered, but shortage of raw materials
and therefore the opportunity to work. One statistic of the
report was that 47% of the total workers were hardly able to bur
one seer of rice with their daily wage".

Recommendation

The Monitoring Department and RED should ensure that ther have an
ongoing complementary programme to monitor and assess the
economic impact on women of different activities in different
environments. The charge that BRAC, and other XGOs, expleit
female labour in their income generating schemes is not uncommen.
The facts should be knoxn, published and widely disseminated.
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6.9.3 The Social Dimensjon

There are certain activities, Deep TubeWells are an example,
vhere participation in the activity vields more than just the
direct economic benefits., Participation contributes directly to

BRAC's other major objective for the landless - social
empowerment.

This is well described in the RDP June, 1590, marrative report:

“"The most significant aspect of irrigation scheme is the
creation of a process for affecting change in the existing
resource distribution pattern and power structure through
ownership of the means of production and thus gaining access
to power and resource. Consequently, the land owvners are
increasingly becoming dependent on the poor and coming to
terms with them for irrigation facilities.”

In this report, it is neither possible nor required to review the
data on economic impact which is either already available or in
the process of being produced - interesting, indeed fascinating,
as it is. By far the greater part of such material as has been
produced has come from the economics section, small as it is, of
BRAC's Research and Evaluation Department. Specifically, a number

of useful research studies have recently been produced, for
example:

1) "Transformation of informal market for rural finance through

grassroot intervention; baseline households revisited™,
January, 1989

2} "The role of XGOs in agricultural credit and rural
development”™, August, 1989

3) "%Who don't get loan and «h¥: a lock into unequal credit
mobility in landless groups”, January, 1990,

4) "Gender differences and role of women in the households: the
case of female loanees of BRAC", Marx, 1990

5) "Production and employment aspects small enterprise for

women: a case of Betila production centre”, September, 1990
lrevised)

6) "Profitability, capital and labour productivity of small
scale enterprises”, forthcoming shortly

Having considered these internal studies and also seen other
external studies (one of which - published April, 1990 - comes to
distinetly negative conclusions about the actual economic impact
of BRAC's and other NGO's income generating schemes); having alse



had some discussions within BRAC on the subject of the economic
impact of the income generating activities; and in view of the
continuing expansion and growing importance of this issue, the
Reviex Team would like to make a number of suggestions.

Recommendation

First, there is a need to undertake more research studies and to
publish the findings, especially, as noted above, on the topic of
women's incomes. The 1989 RED Annual Report gives a long list of
proposed topics which would appear to be well worth doing. It is
guite clear however that RED simply does not have the in-house
capacity to produce them within a reasonable time scale. The head
of the economic section, who has been responsible for a large
proportion of all the economic studies done by BRAC (and deserves
hieh praise for them), is the only professional who has been in
the section for longer than three years. He has two (confirmed)
vyoung economists working with him - one of whom is presently on
maternity leave, and cne other in his first probationary year.

As elsewvhere in BRAC, retaining voung professional staff is a
problem. The relatively low salaries BRAC pavys is clearly one
reason but probably not the only one. Whatever are the reasons,
the Team recommends that action is taken vwhich will somehow
allox a larger core team of 'permanent' staff to be built up in
RED - perhaps drawing on the young researchers presently attached
to the Village Study Project in Jessore and Jamalpur. If also the
occasional external consultant was retained for specific
assignments, the section could be much more productive.

Recommendation

Steps should be taken to give wider publicity to the
research on economic impact that is carried out by RED. With BRAC
Printers at hand, there should be no problem in publishing the
reports in a more authoritative style - possibly with the benefit
of a professional editor - and defraring a g£ood part of the costs

by selling the studies to interested parties, especially from
outside Bangladesh.

Recommendation

The donor consortium might consider commissioning, and
publishing, the occasional independent external study on the
economic impact of BRAC's work. What is being achieved by BRAC is
innovative and it is impressive. A wider audience does need to
know what BRAC and its VO members are doing, not only because
critical outsiders need to have access to the findings of
independent professional (preferably Bangladeshi) research, but
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also because BRAC's experiences is likely to have relevance to
the poor and the landless in other environments.

Recommendation

The Team has a sense that there is the classic problem within
BRAC of inadequate communication between the research department
and senior programme management. The problem is almost certainly
tvo way in that the research reports ma¥y not always clearly
convey the findings most relevant to programme management. At the
same time, the managers, especially in the field at regicnal and
area level, do not give sufficient attention either to
commissioning research that will be of direct relevance to their
members or to the findings of research that has been carried ocut.
{The current phrsical separation between the offices of RDP/RCP
and RED undoubtedly exacerbates this problem not only practicallyr
but 'politically'.) This issue should be addressed.



- EINANCIAL ANALYSIS - RDP 11 SAVINGS AND CREDIT AND RCP

7.1.1 Financial Analvsis Outline

Paraphrasing the donors' Terms of Reference slightly we have
arrived at the following outline for the financial analysis
portion of this Reviewx Mission report:

a) RDP has not developed its locan portfolio as extensively as
expected. The analrtical task involved here is to determine
why. Similarly, although it does not show up in the funding
summary for RDP 11 the performance of the savings function
needs to be reviewed.

b) The basic issue with respect to the perfeormance of RCP is
the profitability of the operation and whether or not the
program is financially sustainable. RCP is more or less on
target for profit but this performance was achieved in a very
different way than forecast. An analysis of the major
variances between actual and forecast performance for RCP, in
this case as summarized in the balance sheet and income
statement, was carried out. As with the savings and credit
activity of RDP 11, major trends - positive and negative -

were discussed and the implications for the future were
reviewed.

¢) BRAC has managed to fund Tk 30.3 million of RDP's
activities from "other” sources. What are these sources and
what are the implications of BRAC using thema?

In response to specific regquests from the donors the following
issues, relating to both RDP II's savings and credit activities
and to RCP, were reviewed and discussed:

a) the financial reporting format and content for RCP and
RDP 11

b) the method of calculating and reporting onm the quality
of the loan portfolio

c] BRAC's financial management capability with respect to

investment decisions, money management and protection of the
savers' funds, and

d) the performance of men and women as borrowers and savers

{this item was transferred {from the economic section of the
TOR's )

e) BRAC's method of calculating locan paymsent amounts is
discussed with examples in Annex 8
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7.1.2 ]lssues Not Covered

Not included in this outline or anyxhere else in the repert of the
Review Mission is there a monitoring of the implementation by BRAC
of the Auditor's recommendations. The Auditors themselves have
commented on the implementation of their recommendations in their
reports to the donors. Also, the issues with respect to financial
management staffing/training listed in the TOR's for the financial
analysis are discussed under the section of this report dealing
with management, Section 8 and training Section 5.

7.2 THE SAVINGS AND CREDIT ACTIVITY PERFORMANCE OF RDP 11

(Tk million)

at Dec.31/89 at Sept.30/90
Forecast Actual Forecast Actual

all 1st year Area Offices 5 16 10 4
all 2nd year Area Offices 30 62 35 40
all 3rd vear Area Offices 60 55 73 76
all 4th vear Area Offices 50 43 102 5
Total RDP 145 176 220 185

7.2.1 Loan Performance Summary

As showsn in the 9 month RDP Activity Summary, Table 4.3, BRAC has
underspent by Tk 51 million funds required to expand the loan
portfolic of RDP. As the above table illustrates, however BRAC is
only Tk 25 million behind on the targeted loan portfolioc as of
September 30, 1990. (see z2lso Graph 7.1) This anomaly is explained
by the fact that RDP I, the predecessor to RDP 1], ended on
December 31, 1989 with a loan portfolic that was larger than
anticipated. Although the issue is outside the terms of reference
of this Review Mission it difficult to understand how BRAC could
have funded this impressive growth in loans outstanding without
making use of "other" sources of funds, ie funds other than
donors' funds allocated specifically for the RDP loan portfolio.
This issue will be discussed later in this report in Section 7.4.

With respect to the performance of the RDP 11 loan portfolio, ie
the RDP lending activity since January 1, 1990 - we did not hear
in any of our discussions with field or head office staff
complaints about a lack of funds for this activity. In other words
BRAC did not fail to reach its target for loans ocutstanding at
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September 30, 1990 due to a lack of funding - rather the situation
was the reverse - lending activity did not achieve its goals and
therefore less funding was required than forecast.

7¥.2.2 Trends within RDP II loan Portfolio Performance

Our analysis reveals that the following trends are occurring in
the lending activity of RDP which taken in combination resulted in
a loan portfolio which is under target by Tk 24.6 million;

a) The number of borrowers receiving loans is less than
forecast, in particular for 4th year RDP Area Offices ;

LY N W vi

Jan. 1/90 to Jun.30/90
Forecast Actual

each 1st year Area Office 300 a5
each 2nd year Area Office 700 736
each 3rd vyear Area Office 1200 1123
each 4th vear Area Office 1700 648

b) The large drop in borrowers in the older offices is offset
in part by the higher than forecast average loan size;

Averssge loan Size
{principal disbursed Jan.l - Jun.30/90)

(Tk)
Forecast Actual
each lst year Area Office 1600 1213
each 2nd vear Area QOffice 1860 2117
each 3rd rear Area Office 2100 2199
each 4th rear Area Office 2395 3034

c) Loan disbursements were below forecast as a result of the

lover than expected number of loans made in the 4th Fyear
offices;

(Tk million)

Forecast Actual

all 1st vear Area Offices 4.4 2.3
all 2nd vear Arez Offices 26.0 31.2
all 3rd year Area Offices 50.4 19.4
all 4th vear Area Offices Bl.4 ag.3
Total RDP 162.2 122.4



d) There is a shift in term structure of the locans from
previous experience and from forecast vhich increases over
forecast the loans position ocutstanding:

Distribution of Loans bx Term
{ ¥ of Principal Advanced Jan.l - Jumn.30/90 )
Forecast Actual
5 | L s | L
all RDP Area Offices 60 a7 3 7T 15 8

¢) The purpose to which loan funds are being applied in some
circumstances have shifted as well

iy

E
E
|

Agriculture 10

9 6
Irrigation 7 7 T
Fisheries 1 1 1
Livestock 18 21 3l
Rur. ind. [ 6 6
Rur. trans. 3 4 7
Rur. trading 39 39 k ¥}
Food proc. 16 13 3
Health - - -
Misec. 0 - -

Total 100% 100% 100%

7.2.3 Conclusions

Significant staff effort has been expended on cleaning up the
poorly performing loans in the 4th year RDP (and RCP branches) and
more significantly, on training old VO's. Members are now required
to take Functional Education courses prior to obtaining loans and
this has meant that many of the older VO's have had their
borroving activity curtailed until ther have unlearned some of
their rather undisciplined behaviour with respect to regular
savings contributions and loan instalment payments that they got
away with under the old system (prior to April, 1989). We approve
of the attempts at re-establishing discipline and good reparment
and saving habits. We feel that this is a temporary situation
which will be worked out over the next vear or so assuming that
the training facilities can handle the demand. We see no reason at

this time to revise the forecast for numbers of borrovers per trpe
of office,

The seasonal nature of BRAC's lending which sees most lending
activity typically occurring in the last gquarter of the rear,
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combined with the proposed lending for DTWs before December 31,
1990 virtually ensures that the loan portfolio targets for both
RDP 11 and RCP will be met or exceeded by year end.

The shortfall in numbers of borrowers in the lst year branches
occurred because most of these offices were opened in May or June
of this year. Better loan portfolioc results will occur for future

new branches if donor funding is available to finance the opening
of nex Area Offices.

The shift in the loan portfolio with respect to the term structure
and the types of loans being made underscores the fact that BRAC
did not have a clear strategy for developing each age of Area
Office. We have been advised that a such a process is being
developed and we strongly approve.

In general we also approve of the shift to longer term loans (cows
and rickshaws to date and tube wells in the near future) as these
appear to be well supervised and profitable loans and result in
the borrowers owning an income earning asset. The increases in
livestock and rural transport loans have been achieved at the
expense of the level of lending to agriculture and food processing
loans. This also is a function of maturing demand on the part of
the borrovers. A element of minimalist credit will alvays be useful
when first working with a new VO but over time the borrowers want
and will be able to use the more productive loans that BRAC is
capable of providing. These loans necessarily require more input
from BRAC in terms of training and supervision. We feel that BRAC
is able to provide this input to ensure both a good quality loan
portfolio and real economic benefit to the borrowers.

7.2.4 BDP 11 Savings Performance

Although the savings performance for RDP does not influence the
net interest income calculation (since savings are not, or at least
should not be, used as a source of funds for loans in RDP) some
comments on this activity are useful at this review stage. The

total savings held by BRAC on behalf of members was less than
forecast in the 4th year AO0's.

(Tk million)

Forecast Actual
all lst year Area Offices 1 3
all Znd vear Area Offices 13 20
all 3rd vear Area Offices 33 33
all 4th vear Area Offices 56 31
Total 103 B7



Ly vi
ITk million)

-

Forecast Actual
all 1st year Area Offices 1 1
all 2nd vear Area Offices 3 3
all 3rd vear Area Offices (] 6
all 4th year Area Offices B 5
Total 19 15

7.2.5 Conclusions

The amount of savings transferred to BRAC from these older VOs was
found to be less than anticipated as the members were not actually
saving as faithfully as they had indicated or else they had

invested group funds in schemes and the cash was therefore not
available to transfer to BRAC.

In that the lending to the older VOs has been constrained as
explained earlier the amount of group savings is logically reduced
as well since these funds are assessed as a portion of funds
advanced. Considering however, that the clder VOs started behind
forecast it sould appear on average that the savings rate is at
least as good as forecast and perhaps better. We anticipate that
the total savings level will reach targets in the next year.
forecast. Another reason for optimism relates to the fact that
women are becoming members in greater proportions than men and
women are better and more regular savers than men.

7.3 IHE PERFORMANCE OF RCP

Tables 7.1 and 7.2 reveal more information with respect to the
“bottom line”™ for RCP - ie. that although RCP is on target for
profit after 9 months of operation it has achieved that
performance in a somevhat different manner than forecast;

7.3.1 Investments

There were no investments made by RCP. The failure to invest is
directly attributable to the slow provision of donor funds.

7.3.2 Loan Interest Income

Loan interest income was low but not excessively so, despite the
fact that when the first 10 AD's were transferred to RCP their
loan portfolios were not up to the level forecast (Tk 43.1 million
net not 50.0 million as planned). Graph 7.1 shows that RCP's first
10 branches are almost on target for loans outstanding. The major
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reasons for the good performance is the trend te larger and longer
term lecans already discussed in the review of RDP wvhich offsets
the decline in the number of loans made.

7.3.3 Trends within RCP lLoan Portfolio

a) 3 4 W ¥
Jan. 1/90 to Jun.30/90
Forecast Actual

each RCP branch 2000 749
b) Average loan Size
{principal disbursed Jan.l - Jun.30/90)
Forecast Actual
each RCP branch 2700 4017
c) Distribution of Loans by Term
{ ¥ of Principal Advanced Jan.l - Jun.30/90 )
Forecast Actual
s . | L s | L
all RCP branches 60 a7 3 49 41 10
d) o ]
(Tk million)
at Dec.31/8%9 at Jun.30/90
Forecast Actual Forecast Actual

all RCP branches 50 43 70 68

=1
-1



TABLE .

RCP BALANCE SHEET
(Tk -ifiinnl

Estimated Position Actual Position

ASSETS: at Sept. 30/90 at Sept. 30/90 Variance
Cash (B.0) 7.9 15.9
Current assets 0.0 2.6 2.6
Investments 73.6 0.0 {73.6)
Ket loans 68.6 63.7 { 4.9)
Net fixed assets 11.1 _10.8 a3
Total assets 145.3 B5.0 (60.3)
LIABILITIES:
Members' funds 30.3 24.5 { 5.8)
Current liabilities 0.0 .1 3.1
BRAC loan 117.0 _59.5 A57.5)
Total liab. 147.3 B7.1 {60.2)
EQUITY:
Paid in equity 0.0 0.0 0.0
Retained earnings
- profit (2.2} (2.1) 0.1
Total equity
plus liab. 145.1 85.0 (60.1)
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TABLE 7.2
N N
A
(Tk million)

Estimated Position Actual Position

at Sept. 30/90 at Sept. 30/90 Variance
INCOME:
Investment income 3.3 0.0 (3.3)
Interest income T2 6.6 {0.6)
Total int. inc. 10.5 6.6 (3.9)
Interest on deposits 1.8 1-3 10.5)
Ket int. inc. B.7 5.3 (3.4)

OPERATING EXPENSES:

Branch operating exp. 5.7 4.9 (0.8)
Regional operat. exp. 0.4 0.4 0.0
H.O. operating exp. 1.7 0.6 (1.1}
Depreciation 1.5 0.3 (1.2)
Loan loss provision 1.4 1.1 (0.3)
Staff training 0.2 0.1 {0.1])

Total oper. exp. 10.9 7.4 [3.5)
NET OPERATING PROFIT (2.2) (2.1) {(0.1)

7.3.4 Members' Funds within RCP

The members' funds position for RCP is below forecast (Tk 24.3
million vs Tk 30.3 million) for the same reasons that the savings
figures for the 4th vear AO's of RDP are lower than anticipated.
The amount of savings transferred to BRAC w~as less +than
anticipated, the members still lack the discipline to make regular
individual savings and group savings were low due to reduced loan
disbursements. We anticipate that the trend will correct itself
shortly since the new AO's of RDP are exceeding savings targets

and the only difference between the borrowers is the acceptance of
the mandatory savings patterns.

Note: The method of forecasting members funds in the computer
model is no longer correct. BRAC is now retaining 5% from the
loan amount disbursed as a forced individual savings
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component, in addition to the 2 Tk/week/member also reguired.
The group fund is a further 4% of the loan and the insurance

premium is 1%. These modifications will be made to the model
for future forecasts of RCP.

The net profit position would have been significantly less had
BRAC not underspent the budget for Head Office expenses for RCP.
BRAC was very conservative when preparing this budget, in effect

had budgeting expenses in the first rear of RCP which are more
appropriate for the second or third yvear.

Note: The Balance Sheet and Income Statement for RCP (Tables
7.1 and 7.2) have been created by the Review Mission
financial analyst. This was necessary because at the time of
the reviexw the 9 month figures from BRAC were not complete.
¥e decided that it was preferable to use the estimated
figures for 9 months rather than the reported figures for 6
months. There are still some inconsistencies in the
preparation by BRAC of the documents used to produce the pro-
forma statements. We anticipate that the vear end profit of
RCP %ill be approximately on forecast but as discussed above
for reasons other than anticipated.

Of the above trends the one of most concern is the lack of donor
funding for investments. In the early years the profitabilitry of
RCP is heavily dependent on these investments. If the donor funds
had been received as scheduled, RCP would have earned interest
income from these investments equal to approximately Tk 3.3
million, sufficient to record a respectable 9 month profit of Tk
1.2 million. It would seriocusly affect the profitability of RCP if
the donors do not make up for the lost income from investments or
if future funds do not arrive as required.

Recommendation
The DLO should prepare with the donor representatives in Dhaka a
detailed funding schedule, including for each donor the dates and
format for notifications from BRAC reguesting drasxs on funds

committed. The donors should consider an acceleration of funds
committed for 1991 to offset the delar in 1990.

7.3.5 Other Balance Sheet Issues

A reviex of the Balance Sheet of RCP ([table 7.1) reveals twvo
additional issues which are not part of the performance reviex of
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BRAC but which deserve mention at this time,

insurance premiums
and equity for RCP;

a) BRAC is collecting life insurance premiums from members.
These premiums are being held against a benefit parment
liability of Tk 5000 upon the death of a member.

Recommendation

BRAC should formalize the manner in which this contingent
liability is calculated and reported. In addition, as menticned
earlier BRAC should not be able to use these funds for any other
purpose than the payment of benefits.
bl RCP is meant to be structured like a bank yet it has no
equity. Any losses that RCP may incur will have to be funded
either by BRAC or from members' funds. We believe that BRAC
will find a way to fund any losses that may occur in the
future from its own sources - BRAC is in fact guaranteeing
the performance of RCP. BRAC has cash and access to lines of
credit to back up this guarantee. BRAC management has even
"stated that it would sell some of its assets if necessary in
order to cover any future losses of RCP that might occur but
this seems to be a rather extreme strategy.

It order to move closer to the future bank structure and also
to protect the members’ funds it would be preferable for BRAC
to commit equity to the RCP now, xhile it appears to have
funds with which to do this. In the future BRAC can sell
shares to the members to reduce its ownership and tc recover
a portion (or if the bank is doing well, perhaps more than
all) of the original equity infusion. BRAC should be very
comfortable with the risk/return aspects of this investment
since cash provided to RCP will be loaned ocut to members at
a rate of interest of 16X - a better rate at perhaps less
risk than available with Bangadeshi banks.

Recommendation

BRAC should provide cash equity to RCP to obtain a reasonable
total debt/equity ratio of in the range of 20 - 25 times. BRAC
could use its own funds for the purpose of capitalizing the
proposed bank or it could request a specific allocation or re-
allocation of donor funds for this purpose.

7.4 THE USE OF "OTHER™ FUXDS

Since most of BRAC's cash funds currentlyr are intermingled it is
difficult to determine shether the "other”™ source of funding shown
on Tables 4.1 and 4.2 derives f{rom RDP members’' savings, from
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surpluses that BRAC has built up, or from unspent funds received
for other projects - CSP for example. All of these sources of
funds were available in different amounts during the period of
review but it is impossible to trace back to the original sources

the money spent. Regardless of the source of these "other” funds,
hovever, the following is clear.

7.4.1 Donor Funding

The donors will have to get organized within their oxn
institutions in order to obtain approvals and disbursements
according to the project schedule so that BRAC will not need to
resort to "other”™ sources of funds. (This is perhaps an overly
optimistic suggestion. It is more likely that BRAC will again have
to fund delars in funds promised by the donors).

7.4.2 Repavment of "Other” Funds

These "other” funds will have to be repaid when the donor funding
catches up with the plan.

If the funds were members' savings and group deposits then there
is a cost of at least 9% associated with these funds since this is
xhat BRAC pays its members for the moner. This cost, in theory,
could be charged to the donors since it was their non-performance
which created the preblea. On the other hand, the funds may have
come from the donors for CSP or another program at no cost to BRAC
but in this case BRAC would have an epportunity cost equal to the
lost interest it would have earned on these funds. BRAC has

estimated that RCP and RDP owe approximately Tk 15 million in
interest for the funds provided.

7.4.3 Policjes for the Use of Member Funds

Total members’' savings received by BRAC in the first 9 months eof
1990 were Tk 48.2 million. Of this total Tk 10.3 million were made
available to RCP and the remaining funds, Tk 37.9 million, were
either deposited or loaned to RDP or a combination of the two.

As a matter of principle and practise BRAC should only make use of
members' funds for clearly defined purposes. In that RCP will
become a bank in the future and bank deposits are a basic source
of loan portfolic funding there is probably a philosophis
difference between the use of members' funds within RCP and RDP.
It should be noted that funds from members (individual savings and
group funds) were intentionally not budgeted as a source of cash
for RDP 11 since these funds were acknowxledged not to be BRAC's.

The Reviex Team acknowledges that BRAC has to earn an adequate
return on members' deposits in order to be able to pay them 9% for
the use of their funds. Also it could be argued that BRAC is not



earning enough by placing members' money in Bangladeshi banks and
that the risk of doing sc is in fact greater than that associated
with lending to the landless. There is alsc the argument that br
placing the members' savings and group funds in the commercial

banks BRAC would be financing the wealthy with the money of the
poor.

The Review Team is confident of the integrity of BRAC's management
and believes that BRAC will always act with the members’ interest
in mind. It does not seem unreasonable, however to request that

BRAC address the issue and clear the air with respect to the use
of members' funds.

Recommendation

BRAC should develop its own policies with respect to the
appropriate uses ¢of members' funds within RDP and RCP.

Recommendation
BRAC should set up separate bank accounts for members' funds.

At least six separate accounts should be set up for RDP and RCP
{individual savings, group savings, and insurance premiums for
each). If required to do so auditors would be able to review these
accounts to confirm that RDP and RCP members' funds have been used
by BRAC as provided for in its own policies. BRAC should be able
to negotiate with the Bangladeshi banks that are now holding these
funds to obtain the same rate of interest on these segregated
accounts as is now being paid on consolidated balances.

Recommendation

BRAC and the donors should review and clearly understand the legal

implications of using members' funds in RCP for quasi-banking
purposes.

This issue should be part of a specific review carried out on
behalf of the donors to investigate the regquirements, costs, and
benefits of creating a commercial bank cut of RCP. BRAC, with the
input of the Bank Review consultants, should begin to draft the
investment policies of the proposed bank as well as the equity
structure and shareholder agreements. (At this stage it is not
clear whether the bank should consider or in fact if it legally is
able to consider investments in projects such as deep tube wellsl).
This recommendation is expanded upon in Section 11.1.
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7.5 GENERAL FINANCTAL JISSUES
7.5.1 Einancial Reporting Format and Content

The form and content of financial reports within large lending
organizations are many and varied - no one standard approach will

apply everyvhere - but generally they all one way or another have
similar purposes:

a) to inform operating and senior level management of the
extent of and quality of the lending activity. This is the
reporting activity vhich will answver the questions, how much
are ¥e earning?, and how much risk are we taking on?

b) to compare budget and actual performance. A basic
management task is to anticipate and plan for the future by
allocating resources and setting goals. Management must know
what results this allocation of rescurces is producing and
this applies to financial management as well.

Quality and Activity Reports

BRAC is very capable of producing all the information necessary to
answer management's concerns with respect to how such lending is
taking place and what are the risk implications but as yvet the

process is not clearly organized. A number of suggestions might
help;

a) Cumulative results are misleading. Financial reports
should alwars deal in current information (eg. the
characteristics of the loans xhich are now outstanding) and
the changes since the previous report.

b) The first level of reporting should alwars be the
individual member. This is not BRAC's current method of
organizing its records yvet this is where all lending activity
begins and ultimately what success depends upon. The lender
must alwars know what loans each borrover receives, repars
and has outstanding at all times. The scheme-vise basic
distribution of data now used by BRAC is less useful in our
opinion than one which is organized according to borrower.

If a loan is in trouble the lender will have to deal with the

person involved, not the scheme xhich is only a dimension of
the loan.

The cash flox from the scheme is not alwarys what determines
the borrover's repavment of a loan. Deep tube wells, for
example, only provide a return to the borrower once a year.
Regardless of an individual's earnings it is alwvars the
borrover's total debt capacity and his or her villingness to

B4



pay that will determine what is a good loan and what is a bad
one.

c) Once the loan portfoclio has been organized in terms of
borrowers, separate reports can be obtained in terms of
schemes. It should be the same data base, but presented from
a different perspective. It is important that BRAC know what
itz loans are being used for in order to plan its technical
assistance programs and in order to evaluate the economic
benefit to the borrovers of each type of loan.

d) The most basic details which must be collected from a
lender's financial reporting srstem are the principal amounts
disbursed in the reporting periocd on the one hand and on the
other hand, the amount of interest earned and principal
recovered. There are a number of practical constraints to
accomplishing this task with total accuracy and the sheer
volume of transactions and calculaticns invelved is the
greatest of these. The ability to effectively and accuratelr
measure interest and principal will determine the accuracy of
the balance sheet and income statement as well as all
management reports that deal with loan position and interest
income. BRAC is almost at a point whereby management at the
operating and senior level can tell within an acceptable
range of accuracy w~hat is received and disbursed. This

process must be completed and perfected te the full extent
possible.

e) Once BRAC has cleared up its reporting of interest and
principal received it will be feasible to compare actual
receipts with required paryments and to come to a realistic
conclusion with respect to the gquality of the loan portfolio
at any time. From this data base BRAC should eventually be
able to provide reports on those borrovers who are behind on
parments and by how much, which is the ultimate reguiresment
with respect to the measurement of the gquality of the leoan
portfolio. BRAC is beginning to make progress in this
specific area with a new form which summarizes instalments
received versus instalments required. This is a very
important step. It should be integrated into am overall
strategy however for loan quality review (see Section 7.4.2)
and should be capable of summarizing the actual repavment

performance by sector as well as by borrower, by PO and by
AQ.

Recommendation

BRAC should try a pilot project with a self-contained computer
system and loan managcement software to store and manipulate the
loan portfolio data in a2 =mall number of branches or Area Offices.



This project could be donor funded project outside of RDP II or

RCP. More detail on this recommendation is provided in Section
11.1,

Budget vs. Actual Financial Reports

BRAC's approach to the collection of management information with
respect to financial targets has not been thought through. BRAC's
financial reporting system should be able to tell management vhat
has happened to the bottom line and why. BRAC is currently at the
point with RCP where they know vhat has happened in general during
the period in gquestion but they lack the data and the analrtical

format to determine the implications of the performance to the
budget.

BRAC will have to develop the experience and systems which will
allow the financial management to know how well ther are doing.
Fortunately this task is relatively easy. For a lender the
ultimate measure of success is fairly simple - net income or
profit. This number in turn is made up of components;

a) interest income earned. This is income from loans plus in
BRAC's case income from investments.

b) interest expense. This number is complicated for BRAC as
a whole but can easily be determined for RCP.

c) net interest income is the difference of the first two.

d) operating cost.

BRAC's management, especially that associated with RCP, should
begin to think in these terms and to develop guick indicators of
performance. For example, cperating cost as a per cent of average
loan peortfolic. Since this number will have at all times to be
less than interest income if the lending activity is te be
profitable this number should never approach 16% toco closely. As
of Septémber 30 cperating cost egqualled 12.9% of the average loan

portfolic for the period, ie. RCP was able to cover its operating
costs from interest income.

In addition to developing quick and useful measures of performance
BRAC's management should start demanding data and financial
reperts vhich «ill not only report vhat interest income, interest
expense and operating costs vere over a period but wvhich will also
help explain wvhy these figures may have varied from target.

The most complicated of these requirements is for a monitoring
system which will explain any variance versus budget in the figure
for interest income. BRAC has already produced a computer model
which can effectively be used to form the basis of this process,




hovever. BRAC should begin collecting and reporting the kind of
data that the Review Mission used in the financial analysis. In
order to be able to explain the variance to target in interest

income, the process required the fecllowing data - both target and
actual:

a) number of borrowers for the peried
b) average loan size

c¢) term structure of loans advanced during the period

By combining these factors it was possible to determine why the
loan portfolio fell short of forecast and with it the interest

income. BRAC's own management should be able to do the same thing
regularly.

Part of BRAC's problem in being able to provide this kind of
budget versus actual financial data is a result of the fragmented
approach to financial budgeting currently in place. This issue
ties in with comments with respect teo the management of BRAC's
internal funding and financing which follow. The overall format
for the financial budget vs. actual repecrts should follow the

recommendations with respect to Management Information Systems in
Section 8.2.4.

7.5.2 Loan Portfolio Quality

BRAC's monitoring department has provided the following tables as
guantitative measures of BRAC's loan portfolio quality;

: Portfolio (Tk mill

At June 30, 1989
Transferred Not Transferred
Total 0O/S Current Late Current Overdue
all 1st year AO's 2.0 2.0 0 0 0
all 2nd year AO's 3l.3 31.0 0.3 0 0
all 3rd vear AOQ's 70.8 61.8 2.7 1.6 1.7
all 4th year AO's 64.5 59.0 3.3 0.5 1.7
Total 168.6 153.8 6.3 2.1 6.4
all RCP branches 54.0 44.6 B.7 0.6 0.1

Some definitions are in order.

not transferred loans - since April 19B9 BRAC has in effect
re-negotiated the terms of its loans with all members. The
new agreements cover the requirement for weekly savings and
for weekly pavyments of loan instalments. XNot all borrovers



