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1. INTRODUCTION

The Fisheries Component of the Bangladesh Rural Advancemen! Commiliee (BRAC) Rural
Development Programme (RDP) 1V Appraisal follows the Terms of Reference (TOR) with
the importamt additions of an appraisal of the nutritional value of aquaculture development as
a section of the Social TOR and an appraisal of the budget as a section of the Economic
TOR. It furthermore atiempis to measure objectively BRAC's achievements to daie in the
development of the fisheries component of its Rural Development Programme (RDP) and by
extension to look at future projections for phase 1V and determine whether these are realistic.

2. METHODOLOGY

This was a combination of reviewing BRAC documents, monthly information sheets and
other relevant publications, interviewing BRAC head oifice and field staff and field research
talking to farmers and extension workers. The area chosen for the fieid work was based on a
scoring system that ook into account the largest numbess of aclivities in each category of
aguaculiure development. The raw figures 1o determine these were from BRAC's monthly
report of December 1994, Mymensingh district scored high on all aspects of BRAC
aquaculture development and was the site of the field visit. Habiganj was also chosen as a

supplementary ficld visit site.

In Mymensingh district field visits were made to three BRAC area offices encompassing the
Thanas of Fulbaria and Trishal. The area offices were Fulbaria, Boilor and Trishal. In
Fulbaria fieldwork was carried out in the villages of Ragunathpur and Chakradhakanai and n
Boilor the viflage Baghpara. [n all areas management and field staff’ were interviewed. In
Habiganj the Regional Sector Specialist and his Programme Officer and Programme Assistant
Fisheries were the subject of an intensive interview.

In evaluating the existing RDP 11l programme no human development indicators were utilised
since BRAC monitoring is carried out using financial criteria. Loan repayments are the key
indicators of whether 2 member is successful in aquaculture development. No records are
kept of whether family nutrition has improved or whether children attend school for lengthier

periods to use but two examples.
3. SOCIAL ASPECTS

3.1 Beneficiary Profiles

The existing partiCipant population in the aguaculture secior development of BRAC RDP as
of December 1994 stood at 41,623 members of which about 33,000 were women. These
members would each represent one family. By far the largest numbers were in seasonal water
bodies foliowed by carp polyculture which is perennial aguaculture and is more intensive.
About 21,790 were in seasonal water bodies followed by 18,679 farmers in perennial
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aquaculture and insignificant numbers in hatcheries and nurseries (see Annex [).

The general selection procedure based on BRAC poverty rankings targeted farmers who
fulfilled the following criteria:

a) They had less than 2,000 square metres ( [/2 acre) of fand;
b) They had to sell their labour for more than 100 days per annum.

Fieldwork somerimes revealed that these criteria were not always strictly followed or the
interpretation was loose. In one example the farmer had 1.20 acres of land which included a
fishpond. The land was irrigated and beside a tubewell and could yield three crops. This man
had never sold his labour and to meet the landholding requirement his five sons had been
inclided in the equation meaning he himself only possessed 0.20 of an acre. In other
instances families owned a full acre of fishpond and were included. '

For the aquaculture sector in RDP 111, the breakdown for Trishal Area Urﬁm in terms of the
amount of land held was as follows:

a2) Less than 10 decimals: 230 members : 46%

b) 10 - 20 decimals: 110 members : 22%
¢) 20 - 30 decimals: 70 members : 4%
d) 30 - 40 decimals: 45 members : 9%
e) 40 - 50 decimals: 39 members : 8%

f) More than 50 decimals: 7 members: %
Note : 100 decimais = One Acre
Breakdowns of numbers in other offices were unavailable.
The target beneficiary popuiation for RDP 1V 1996 - 2000 is not given numerically in tie

proposal but by utilising BRAC RDP 1V projected new acreage and average pond sizes from
RDP 111 the following numbers of new members emerge (BRAC officials confirmed this

would yield fairly accurate projections).

' It is arguable that per capita land holdings may indeed be a better indicator. The Fisheries
Team signals the need for BRAC to discuss this and take the appropriate action a8 an
mstitytional issue,

L]
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a) Perennial Ponds: 26,072 New Members
b) Seasonal Ponds: 40,506 New Members
c) Prawn Nursery: 4,195 New Members

d) Carp Nursery: 1.478 New Members
¢) Small Hawchery: 115 New Members
f) Prawn Haichery: 4 New Haicheries
Total: 72.370 New Members

(se2 Annex 2 for a total breakdown)

The large number of women aquaculturists derives from BRAC historical experience showing
that working with women ensures the best chance of socio-economic improvement in the
family situation. More particular in gender selection were that they displayed an aptitude for
aguaculture and wished get involved in its development. However, in less than five per cent
of cases were they women headed households.

3.2 Needs and Resources

BRAC assesses needs and resources using a standard methodology having the following
framework:

a) A survey of households is carried out in a BRAC working area to delerming socio-
economic chataceeristics of the population;

b) If the population meets the criteria of the BRAC poverty focus a group is formed
and institution building begins;

¢) The peopulation is divided into Village Organisations (VO) which comprise between
40 and 50 members (in RDP 1V this will be reduced to between 30 and 40 which
according 10 BRAC will ensure even more equitable disiribution of resources);

d) The VO determines whar local resources can be mobilised. In this sector this
constitutes a water body suitable for fish production or perhaps a location for a

hatchery or nursery to supply existing aquaculture programmes;
¢) Participants in aquaculiure are selecied on the basis of owning or having pmtmnl

access to a small water body or alternatively displaying strong motivation to be
involved.
In some instances in an area where BRAC has already established its presence. a group will
approach the Area Office and suggest that there are local resources which could be deveioped
in the interesis of poverty alleviation. BRAC will then carry out the inventory of poverty and
help form the VO(s).

On this basis and with its operating experience, for RDP IV BRAC has decided 10 increase
its Area Offices to 330. BRAC has similarly determined where water resources exist (these
new areas were not revealed to the team) in sufficient quantities to permit aguaculture. As a
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result, in RDP IV fisheries development will be supported in 260 of all Area Offices (or
79% ) reflecting the resource potential that remains untapped. in a sense then, the resource
wentification is preceding the human inventory and group formation. In the Consultant’s
view, this plan for expansion of fisheries is valid given the resource availability and the close
relationship BRAC has with the VOs and their needs.

The VO is the fulcrum of all BRAC development activities and all the RDP staff work
through these institutions. In the case of aquaculture development, after the VO is formed
and has initial organisational and social awareness training, participants will be selected and
trained in whatever aspect of aquaculture is suitable to local resources. Credit support,
assistance with the supply of fingerlings and technical services will be provided to the
participants when appropriate.

VOs will also receive the BRAC standard imterventions such as health and education
programmes. As of November 1994, BRAC had helped form 20,093 and 3,506 VOs for
women and men respectively reflecting the heavy emphasis on women in development. Totzl
membership stood at over one million with 87 per cent of these being women. In RDP IV it
is hoped to increase the VOs 10 46,000 by 1997 meaning BRAC, as stated above, will have
to expand to an additional 95 Area Offices (at present 225) from which RDP support suaff
will work under the overall supervision of an Area Manager.

3.3 Appropriatencss of Programme

In terms of poor people’s needs and resources, aquaculture development is extremely
important and until the mid 1980s was neglected to a large extent. [n the diet of the rural
poor, fish is often the only source of prowein and vitamins available. The catches from
capture fisheries have been steadily diminishing with the increasing emphasis placed on grain
production and the consequent need for irrigation systems which frequently prevent migration
of fish onto the floodplain.

Indeed research published by Oxford University shows that between 1937 and 1982 the
Bangladesh per capita daily intake of fish decreased from 51.1 to 17.7 grams per capia
(Health Policy and Planning: 3(4) 325-328 OUP 1988). The same study showed that for the
same period minerals and vilamins vital o good health had also decreased significantly in the
Bangladesh diet. Vitamin Bl decreased from 1.65 1o 1.38. Vitamin B2 from |.42 1o 0.68.
Vitamin C from 86 to 13.26 and Calcium from 470 to 260 milligrams per capita per day.
These are all 1o be found in fish and the development of aguaculture can potentially combat

these deficiencies as floodplain capture fisheries diminish.

The proposal does not mention improved nutrition as an objective although it can be assumed
mcreased fish production will improve nutrition generally in the country. BRAC uses
econpmic indicators, mainly loan recovery, 10 measure the improved standard of living of
these poor families. It would be useful if improvements in nutrition of the beneficiaries as a
result of increased fish intake in their diet also formed an indicator of RDP 1V achievements.
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One of the BRAC general goals in the RDP IV proposal is 10 promote more fully
“echnology biased labour intensive activities™ as opposed to lraditional income generation
schemes such as goat raising or rice husking. Notably in RDP I11 the laiter activities still
formed 70 per cent of income generating activities. Aquaculture is not labour intensive apart
from the harvesting of ponds and in some cases in RDP [Il that was underiaken by
coniracting professional fishermen. The miost arduous activity is in the preparation of the
pond but thereafter for the greater part of the growing cycle it remains only 10 apply
fertiliser and/or feed in the pond. For seasonal ponds between 10 and 20 person days are
needed annually; perennial pond aquaculiure requires only 30 1o 40 person days per year.
For nurseries perhaps 150 10 |75 person days are necessary. Importantly, aquaculiure is &
most appropriate venture for women who have a full round of other domestic and homestead
activities. The increasing emphasis on aquaculture in RDP IV is thus 2 most useful addition
to BRAC's programme for their target group.

3.4 Access to Resources

Until December 1994 BRAC had developed aquaculture programmes in 17 of Bangladesh’s
64 districts. This comprised 18,679 perennial ponds, 21.790 seasonal ponds, 1,018 nursery
ponds and 136 hatcheries. In terms of access to resources, the water bodies for perennial
aquaculture are lcased predominantly from privaie iandowners with only around 10 per cent
available from government khas land. Seasonal ponds are almost exclusively under the
control of the target beneficiaries. Over 90 percent of the perennial ponds leased privately
have previously fallen into disuse through negiect or because the landowner does not have the

capital to repair and maintain the pond in fish production.

The lease for perennial ponds is negotiated by the VO with help from BRAC on legal and
organisational issues. In the past leases were for variable terms but in RDP IV these will be
standardised to ten years. These leases (in the names of individual farmers) are legally
binding documents and are legitimised by government siamp duty which the VO member
pays. In very few of the present cases are there ten year leases and fieldwork seemed 10
indicate that these long leases are not easy to negotiate.

The landlord receives between Tk. 35 and 50 per one hundredth of an acre (one Bangladeshi
decimal) per annum for the lease of his pond. The variation is designed lo negotiate a rate
commensurate with the state of the pond when the VO member takes it over. In cases of
dispute BRAC will provide maoral and legal support to the operators. At the end of the lease
the landowner has the right 10 wake back the pond and operate it himself. BRAC staff in
Habiganj confirmed this happened in about ten per cent of cases.

In suin, it the availability of long term |eases which is the critical issue for the success of this
activity. BRAC is aware of this and is anticipating the need for support to their groups.
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4. ECONOMIC ASPECTS

4.1 Marketing Strategies

Marketing of the BRAC aquaculture programme produce is exclusively within Bangladesh
and usually to local markets situated near the ponds. No fish processing is carried out as yet
by the VO agquaculture members and there is no plan to do so during the life of RDP IV.*
Although women in both perennial and seasonal ponds are in the ascendancy in ratios of
around 5:1 they do not physically harvest or market fish. There is no physiological reason
why women could not harvest fish from a small pond; rather the constraints are cultural. The
same is true for the transporting and marketing of fish. To overcome these cultural barriers
women have developed the following alternative marketing strategies:

a) They negotiate an agreement with traditional fishermen on a price per kg of fish
harvested and these men net the pond, weigh the fish, pay the member and market the
caich;

b) Local male VO members net the pond and the women sell the harvest to traders
who buy at the pond-side;
c}lﬂnule?ﬂmmbasmﬂmpoﬁﬂhhusbandsmdfmmﬂ:memhﬂ:ﬂ
the fishery group transport the fish to the local market and sell it directly to the

vendors.

It is important to recognise here that in the cases of a) and b) the women have considerable
control over both the marketing of the fish and the cash generated by the sale. In c) the
women members potentially lose control of the marketing (see Boxes | and 2 for examples of
differing economic control of the ponds by women.) BRAC officials do admit problems over
loss of control by the women members and in line with their poverty alleviation objectives
would prefer women members to have full control of the marketing strategy. These problems
are generally that the income from the ponds, when male members or husbands market, is
that they tend to retain the income. In addition the income may not be spent as wisely as the
women would and therefore the benefils accruing to the family may be fewer. Another
strategy to overcome this male dominated control of the income is that the BRAC PA
supervises the marketing and ensures the money goes (0 the female aquaculturist. [n Habiganj
they claimed to do this when they found out the husband or male who marketed on behalf of
the women was dishonest. The issues are endemic and not specific to aquaculiure. BRAC's
5 Year Strategy addresses the requirement to increase aliention 1o this issue.

Marketing is carried out on an individua) basis. More collaboration is achieved in production
acuvities, Indeed BRAC aguaculture workers were of the opinion that collective marketing
was not well suited to the economic culture of Bangladesh.

* Given the high local demand for fish and the nuiritional needs, export at this stage is not
vicwed by the Consultants as being desirable.



B |

Raghusathpur village is in the BRAC Fulbaria arca. The women's VO ia this village has 43 members of
which three are invoived in aguacufiure.

Hamida is thirty five years old and has three daughters and ooe soa. Twe daughiers are already
married. one is at school and the son is oo young for school. Her hushand bas 0.24 of an acre of land

so therefore she qualified for BRAC VO membership. She became an aquaculturisy because the family
has & 0.50 a¢re pond which she pow uses for perennial carp culture.

Hamids has had o BRAC training in agusculiure but knows that fish feed on oil cake and rice bean
and that the pond needs fertiliser, She koow sume of the carp which oeeded to be stocked. She spends

two hours cach day looking afier the pond.

She knows that the losn from DRAC was Tk 6,000 which is repaid at Tk 71 per week and this includes
a BRAC ingerest charpe of 15 per cent. This will take oac year and pine moaths to repay. She said that
it was sulficient to start production.

Hamida kngws nothing about the financing and cconomics of the poad although sbe is technically the
squaculturist. Her bushand buys the inputs, barvests the pond and sclls the caich. She does not koow
what prefit is made. Her only tangible beaelit from the pond is that she takes fish occasivaally to feed
her family.

Amena is about forty years old and is member of the same group as Hamida. Her husband is a farmer
and has ooe acre of land which is above the celling for BRAC amistance. She iwo sons and 3 daughier
whe is already married. One son owns 2 stationery shop and the otber is 3 rickshaw driver. Amens said
ber pond size was about ball an acre and like Hamidas™ it is owned by the family thos making ber an
obvious choice as a BRAC ayuaculturist although the family hardly makes the BRAC poverty criteria
lar assistange,

Amena has had so BRAC training cither but knows fecdiag and fertiliser treatment of the pond. She
mixes musiard ofl cake with rice or wheat bran ond feeds these by the fish. She alsy koows the value of
TSI and Urca for improvieg the pond fertility. Her sons buy these inputs for ber, She works oo the
pond from 10 am to midday each day.

She took a Tk 6,000 loan from BRAC which she repays al Tk 85 per week which she hopes to clear in

one aad 3 half years. This is ber frst production cyele. Amena, unlike Hamida, insists when she
harvests she will negotiaie with the trader aod will keep the profit for use in the home.

4.2 Economic Profitability
BRAC fisheries activities fall into 5 categories:

1. -Polyculture This is undertaken in ponds which contain water for the whole year. It
involves the stocking of several species of fish occupying different aiches (carps with a
variety of feeding habits) thus utilising the whole water column. The carps are slower
growing than the Thai Shorputi. referred (0 below. and therefore require a longer growing
cycle and more investment. As of December 1994 BRAC had 18,679 farmers involved with
4302 acres of water area. As a sysiem of partial harvesting is employed and cumulative
production figures recorded it was difficult to secure annual figures but figures calculated for



BOX 2

At 3 meeting with 3 women's VO in Baghpara village six of them ideatilied themselves as
agquaculturists. The VO had 48 members who attend weekiy meetings. Unlike Fulbaria this area is
Eberal and the women bad no probless giviag lolormation and demosslrated considerable financial

control of their affairs.

Zobhura is in her mid forties and has five daughters and four sons. Her busband is a small fub trader o
the loeal bazaar. She has no agricultural land beyond 3 kitchen garden. Twe years ago she leased 2
poad of 0.65 of an acre from a local lindowner. The lease was for three years and she would have fiked
3 longer one but the loan given by BRAC was not enough. She hoas to pay Tk 7,000 per anaum to the
landowner. She was given TK 5,000 25 a loan from BRAC which she repays al Tk 110 per week. This

was enough to prepare and stock the pond.

She demonstrated 3 considerable knowledpe of pereanial aquaculture some of which she learned ca
training courses from both BRAC and FRIL. Sbe feeds ber fish duckweed which she buys from a

. neighbour giving fsh io retura.
When she had diseased fish she knew how to treat them with lime and salt.She keeps ber poad lertie

with Urea, TSP which she buys herself and cow dung.. Sbe knows the prices and send her children to
purchase these inputs. Zohura works on her poad cvery day. |

Duriog the last harvest she negotiated Tk 38 per kilogramme for her fish with a trader from Dbaka.
She keeps this moncy for future inputs but she has also improved her bome and she sendy her children

to school. Zohura said her family's diet had improved much since sbe took the lease of the pond.

June 1993-May 1994 suggested an average production of 912 kg per acre. During a visit 0
Habiganj Regional Office the reported average production fipures were 920 kg per acre. The
figures for the Fulbaria and Boilor areas were 8§79 kg per acre although during farmer
interviews which, although frequently inaccurate and often understated, showed an average of
640 kg per acre. The total gross value of the BRAC national Polyculture programme, based
on the 1994 pond-side market price of Tk. 35 per kg multiplied by total acreage (4,302
acres) and average production of 920 kg per acre which is the BRAC national average figure
10 December [994. The model in Annex 3 reveals a return (o the participant of Tk. 36 per
labour day during the 2 year loan period and Tk. 108 per labour day afier the repayment.’

BRAC management recommendations accord with standard donor and GoB recommendations
for polyculture and consist of a mixed species stocking standard ratio of carps plus organic
and inorganic fertilisation to increase plankion supply on which the fish feed. It was
reporied by BRAC in Dhaka that supplementary feeding was not recommended. Fieldwork
showed, however, that individual area recommendations appeared 1o include feeding and
indeed some farmers said they were adding cice bran. It is however 2 stable. low cisk
"improved exiensive” sysiem and eminently suitable for BRAC target groups.

* Unskilled agricultural labour earns 2 kg. of rice for an 8 hour day, or about Tk. 35 per
day.



BOX L
CASE STUTW FULDARIA

Growp:  Nich Keshunail - 70 moubers - 4 assedated with Tsleric

Manber: Abdul Matiz

Age: ¥
His Tatber bas 2 pores of drmigated paddy and poiar 1o bis mvalvemicnt with BRAC be fanued Usis lasd. He did et repert

lgving sald fis dadour. He bos toe brotber. He reported, confinued by FRAC, what & frsf doas was Th 7000 of wisch be
paid back Tk 30, He is planging o lease Uuree more peodd ac two of bis turrest pood leasts cxpire i March 1993, e
third ia March 1996, He felt that Gsberies was the most profitable of all Lhe Sroup activitics. He was bappy wilh Lbe activity

coufirmed by bis onthusiasm for takdag so uew poods.

(1 2 lcased prior 1o BRAC imvolvemant
¥ pesds with DRAC with total area oF 1.2 acros [Uires tisugs rrportod avergge}

Ponds leased for throas yeany

Training: Mr Matia recoved twe 14 days (raising cowns (coafinmed by BRAC]L the first so syusculiure st
Hajesdrapar Trainiog Cenire, Joydepur; the sccond on Groop Acuvitios in Modbupar.

There was uo eutry sioce February 1994 when be bad isvoded Th 20,000 43 well as the BRAC loas of Tk
T000. He bpd paid back Th 3000 and Th 700 service charge (evy ).

Alr Matic reported spesding half as bour, an average, o8 cach pood per day. Oa spocial occations be
would el sumc Nsh although most of the production is sald a markel.

Three systems were being cmployed fer barvesting, the fing baop the mes profitable.

2 hire 3 o from the BRAC office (Th 0 per day alibsugh BRAC rrported 2 froe servict) aod o barvest
and market hineeelf, This was penerally for partial barvesting, Often bis fricods bolped for which be
would rowand thom with 3 small amsoau? of fish (Ikg cach)

o contract e setting 1o profosional fishernman whe ¢harged Th 5 for ong pritiog.  He would nsarket
sl :

o apree 4 price with 3 rotailer whe woold barvod asd warket the lisb

Mr. Abdul Matin 40 detimal Palyoulmere pood -

IKPUTS QUANTITYIND'S TARKA FER FOXD 2
Taison 260 tablets Phostoxic 800

Lime 20 kg 160

Urea g pl-i] .
TSP SSxp i

Feed Of Calec 200 kg 1400

Rice braa 120 kg 360

Fisgerlngs 400 no's mo

Laygau (alf 35 it is pald uver 2 yoang 50

Interes a1 15 % 3]

BRAC Scrvice Charpe 4u0

TOTAL S

ouUTIruTS 2000 (840 Kplracre)

NET INCREMENTAL GAIN ™. =

Notc: This devel of prodoction which approxmies 1o 640 kg haved on an avesape market price of Tk 35 i well below the
posczaial yiekd and alighely Jower Uan average figure (359 kg) for Foltens arca reporied 10 the team 31 e Area Office
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BRAC's average figure of 912 kg yield per acre is 60% of some other donors’ projects (e.g-
Danida and GoB ) thar claim productivity averaging 1500 kg per acre. In Habiganj the 1eam
were informed that the BRAC target figure was 1200 kg per acre. A complete financial farm
budget, based on the BRAC "model”, and reported production rates, can be seen in Annex 3

and a case study is presented in Box 3.

The production figures do not maich farmer trials performed by BRAC in Jessore (Action
Research Findings on Carp Polyculture. BRAC. 1992). Average production rates of 1474 kg
per acre with a profit of Tk. 15,564 per acre were reported in these trials clearly
demonstrating that a strategy based on organic and inorganic fertilisation yielded a higher net
profit than a strategy involving supplementary feed (see also Section 3.2.).

2.- Thai Shorputi. This species of fish (Punsius Goniotus) was imporied from Thailand in the
late 1980’s. They are a fast growing minor carp attaining marketable size within 6 months.
It is therefore suitable for seasonal ponds that dry out in the winter. It is also suitable for a
variety of culture systems in addition to the one employed by BRAC groups, The Shorputi is
good "homestead fish®, easily cultured, feeding on a large variety of materials and
commanding a high markert price.

As of December 1994 BRAC had 31,645 farmess involved with 2,500 acres of seasonal
waier area. The team were able 10 secure production figures for the period June 1993-July
1994 and these indicated an average production of 450 kg per acre.  During the field visus
the reporied average production figures for the Fulbaria and Boilor areas was 614 kg per
acre and 523 kg per acre for Habiganj. This was subsequently found to be an accurate figure
following farmer interviews in both these areas. The Mymensingh figures would be expected
to be higher because of both the fact that BRAC ponds are more mature in this area and that
Mymensingh ponds tend oo be more fettile than other parts of Bangladesh. The total gross
value of the BRAC national Shorputi programme, based on the December 1994 figures (1740
acres), a pond-side market price of Tk. 35 per kg and an average production of 450 kg per

acre, was Tk. 27.4 million.

BRAC recommendations for the seasonal ponds are consistent with standard donor and GoB
recommendations which similarly comprise a mix of fast growing fish that complement the
Shorputi: in most instances these are Silver Carp, Common Carp. and/or Tilapia species.
Management practices are also similar with organic and inorganic fertiliser applied 10
increase plankion supply on which the fish feed and small amounts of supplementary feeding.
Al 450 kg per acre, the average BRAC seasonal pond production is 38% of the repuried
results of over 1200 kg per acre from some other donor projecis (e.g. Damida in
Mymensingh and GoB). A complete financial farm budget based on the BRAC Shorputi
"model” can be seen in Annex 3 and a case study in Box 4. Like the polyculiure systems it
is a sable, low risk system appropriate o the environmenial conditions and Larger group.
The model reveals a rewurn o the participant of Tk. 41 per labour day during the 2 year loan
period and Tk. 53 per labour day after the repayment.
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BOX 4.
CASE STUDY BOILOR

Grawg:  Bagiara - Kalam - 35 sypabers - § asapciannd with fuberics

Momber: Mr Shamag] Hoque

Age “
Mr Hepgue had bocn 3 BRAC member for thirtery yeary, first startiag with & lgan for betal agt tradisg. With the profins from

s b bad purchastd a thineo docimal bowesicad plod. He bad decaded 1o use b casting land 126 decumals), which be owand
prier e BRAC mvelvasoet, for fal celture . 'fier to bbs isvelvomost with BRAC be had boos o daily scasonal libour.  He
repuned, confirmiod by BRAC, thay s fing loan for fish coltury wes T3 5008 which be bad takon two yeiry sgo.  He docidod v
silept Sharputi cultire a (he loss would kave b imsolTicast le ovcaraie bis pood te 2 sultable dopth for Pebouliure. He fdi
that Fahicries was Ui mend prafitable of 20 the groop sctvities. Ho was buppy with the sctividy.

Pomdi: | BRAC pood with total area of 0.2 acres (durer ey, reported averuge)
The pood was owned by bimsdl

Traimisg: Mr Hoque had recoived training {confirmed by DRAC) & the Fubeties Research lustitute, Mymonsisgh and locally by
BRAC salr,

40 docimal study.

Mr kashem reported speading balf 3q howr, a8 average. o8 e poud cach day, D-addm#hihwﬂmmh
alibsurk mest of the production i sold 2t market.

Three sysicus wore bong aoployed for harvostiag, the frst bang [he mest profitable.

« b coatracy the netting e prefososasl fhorman whe charpod Th 5 fur soc sctting, e would sell the fish to
asstlsor proup ssombor wh was a fob lrador aad alvwe bad 2 BRAL puuds,

- o agree 4 price with 3 retailer whe would harvest and market the s

M. Shamsul Hegque

20 derimal Shorputi posd

INTUTS QUANTITYIND'S TAKA FER FOXND

Lame 30 kg (hall recommended dosch =0

Urea 0 k2 150

=P 304z L

Cow dung 510 kg {Froe as he had 1 cow)

Fexd - Bice bras 185 kg (Dockweod ag po cost) 5 =
Fosliny dropgeass {Free and at randow)

Fingertings 1,215 po's 416

Laan {half as &t & paid over 1 years) 2,500 »
lnteret 2 15 S s

BRAC Service Charge 0

TUTAL 3559

OUTrUTS 129 kg 5,000 680 Kp/mcre

NET INCREMENTAL GAIN T 100

Neo: The level of production ety ssady, which approxemsics o 800 kg acre, bused oo an averape murke prce of T 35,
s again below e potontial yiekd. and is below the average figure (655 kg) for Bodor arey reported 1o the team o e Area

Office.
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The BRAC pond management recommendations, particularly those at field level, accord with
the BRAC poverty focus, especially in terms of their gender strategy :

- cowdung is traditionally collected by womnen and children which is often considered
"pure” work and used traditionally as a building. cleaning and purifying material. It
is therefore available to women to fertilise the ponds and they reported it was at no

COS{;

- women in the poorest households are involved with rice husking, the activity
providing rice bran to feed the fish.

Both the above are easily accessible 10 women and moreover are more appropriaie as inputs
than inorganic inputs such as Urea and TSP as these have to be purchased in the market and
purchase is predominantly the responsibility of the male member of the houschold.

3. - Nurseries. This activity produces a variety of fingerlings of diffecent species (1-3 inch
fish) for stocking in the growout Polyculture and Thai Shorputi systems.

As of December 1994 BRAC had 1,565 farmers involved with 360 acres of nurseries, The
tcam were able to sccure total harvest figures for the period January 1994 - December 1994
which indicated an average production of 443,300 fingerlings per acre. The Mymensingh
Regional Office reported an average production figure for the Fulbaria and Boilor areas as
588,900 per acre which are produced during three short production cycles. As in the
previous case this was subsequently found to be an accurate figure following farmer
interviews in both these areas. The towl gross value of the BRAC national programme 10
December 1994 based on an average production of 443,300 fingerlings per acre, a totl of
329 acres and a market price of Tk. 0.5 each, was Tk. 72.92 million.

BRAC recommendations for nursery management accord with standard donor and GoB
recommendations for nursery pond systems with organic and inorganic fertiliser applied 0
increase plankton supply on which the fingerlings feed as well as supplementary feeding with
rice bran. The BRAC average productivity in Mymensingh compares favourably with
productivity in other systems. This would be expecied as the nursery farmers have had
experience in other fish culture sysiems before starting nursery production. A complete
financial farm budget, based on the BRAC “model” can be seen in Annex 3 and a case study
can be seen in Box 5. This level of production is consistent with other donor and GoB
reported production figures. The model in Annex 3 reveals a return to the participant of Tk.
288 per labour day during the 2 year loan period and TK. 330 per labour day afier ihe

repayment.

Consistent with the other sysiems it is 3 well proven and stable system but with the potential
of greater profits it involves higher risks and requires a higher degree of management and

!'1



BOX 5
CASE STUDY BOLLOR

Grogp: Daghpara - 35 monbory - § assocatod with faberies

Meomber: Mr Abdul Kb

Ape: »

Mr Eaghem bad been a BRAC member for thintees years, fine stamiag with 3 loss for fish trading. With the profits from this
b bad purchased & six decimal bamestead plot tu which we wore latorviowisg,  'rier 1o by nvelvooost with BRAU bie bad

bixn ju daily scasopa) labewr.  Hr S that fshiries, epecalls persery raaniag alibaugh invelving risk asg high isvestmuoy,
was the most prefitable of the ficherics activities and that Msberis i peoeral wis s oM profitable of all the proup sctivitics.

Hic was happy with the sctivity.
2 RRAC pouds with a teotal grea of 0,55 acres (above e reponiad BRAC averape siag)

l'eads:
Mr Abhmod bad an § decimal pood oo 8 2 year loose sod g 50 decial pood e &6 L] year leuse
Traiuisg: Mr Abmed byd reccived trainiog (ceafinsed by BRAC) at the TARC Savar as well as several other
BRAC sessious.

Use 3 deoimual aud coc ¥ domsal pasd

Mr Kashem reporitd spending 3-8 bowrs a day op the fishorics activities durisg the surary seassa, Apri-October, less during
e winter woeallks when be was fepainng and prepanag the poods.

Mr Kashom harvesiod himsell with the belp of pan tme Bigh oo labuvar (1o whems be just supplicd feod which be eslipated

cond bite Tk 300 magth) for barvestag. Mr hmbow sald fogerings o lotal farmers some of whom wore BRAC momben,
He wa currestly fe-pacavaling ooe of bis ponds god hed taken 3 loss of Th 6500 with which po do this,

Mr., Abdul Kmban
5 dicunsl aursery pond
INPUTS QUANTITY/ND'S * TAKA FER POND
Phostanin 25 No's (Tor restgval of predatery Fob) 100
Lusig TO5 kg (hss than rocennscsded dos 350
Cow dung 915 kg (Froc as be had | cow)
Rice brao cte. 20 kg 00
s Cake 200 kp 1,400
Fry 300,000 ma'"s + Slpms spawn 9.000
Labour 1.8 (Six mantls g TRI00) 1,500 =
Loan (lalf a3 & & paid over 7 yean) 315
Inferess ot 15 & <57
DRALC Service Charge =00 »
TOTAL 18,357
UTrUTS Isg 50,000 E.00D

Ind 100,000 20,600

3rd 50,000 16,000
TOTAL 24,080

T 25,613

NET INCREMENTAL GAIN
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expertise. BRAC have taken this into account and ensured their clienis gain experience or
have experience in Polyculture or Thai Shorputi before starting nursery production. This
methodology is sound but could tend 10 create a constraint inasmuch as when BRAC expand
into new areas of the country in RDP IV, starting with Thai Shorputi or Polyculture, there
may not be enough BRAC nursery producers and therefore, as is common aiready in some

areas, a shortage of fingerlings.

4. - Hacwcheries .Mnﬂtarphalcheriﬁ in Bangladesh are based on a proven system of simple
management. BRAC hatcheries are no exception. The activity produces hatchlings (7 days

. old) to be stocked in nursery ponds for ongrowing to fingerlings (the intermediate stage),

before these are sold on for stocking into the “food-fish® ponds. The species of fish involved
with the Polyculture and Thai Shorputi sysiems are bred in a similar way utilising hormones
o induce ovulation and spawning, the manual stripping of fish and transfer of eggs 0 2
vertical jar system for incubation and then for first stage nursing of the hatchlings until the

yolk sac is absorbed (5 days).

As of December 1994 BRAC had 150 harcheries with the same number of farmers. The
team were able to secure total harvest figures for the 1994 season which indicated a
production of 14.2 kg of hatchlings (400,000 haichlings per kg.) During the visit to
Mymensingh Regional Office the reported average production figures for the Fulbaria and
Boilor areas were given as-13.91 kg of spawn per hatchery produced during five short
production cycles. The production model was confirmed by two field visits to small
hatcheries. As in the previous case this was subsequently found to be an accurate figure
following farmer interviews in both these arcas. The toe2l gross value of the BRAC national
programme to December 1994, based on 136 hatcheries with an average production of 14.2
kg and a market price of Tk. 2500 per kg (400,000 haichlings), was Tk. 4.82 million.

The BRAC hatchery design is consistent with other government and NGO carp hatcheries.
There is a small scale version, a "Mini-Hatchery®, based around a treadle pump/hand pump
o supply groundwater rather than the more traditional shallow or deep tubewell. This &
obviously a function of size and total water demand. The BRAC hatchery productivity
compares favourably 0 others in 1erms of production of hatwchlings by volume of incubation
vessel. A complete financial haichery budger. based on the BRAC "model® can be seen in
Annex 3 and case studies in Boxes 6 and 7. The model in Annex 3 reveals a return (o the
participant of Tk. 80 per labour day during the 2 year loan period and Tk. 145 per labour
day after the repayment. As with the other systems it is a well proven. stable system but
involving higher risks than pond culture and requiring a higher degree of management and
expertise.

BRAC, as with nursery ponds, have @ken diis imto account and ensured their clients gam
experience or have experience with pond culure before starting the hatchery operations.
Once again the methodology ts sound but could tend 0 create a constraint, inasmuch as when

BRAC expand into new arcas of Bangladesh , starting with other technologies, there will be
no BRAC hawchling producers and potentially there may exist a shortage of haichlings for
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BOX 6
Baskir Al Ives in Chakradbakasat villagr i Falbary, The total site of VO oombenbip b €2 of which 40 arc
igvolved i aquacalture.
Dashir Al has a batchery where be spavwns mixed Garp, puts them into a sarsery pood of coe third of an aoe,

fattons thom and sells the fageriings locally for cash, He also bas 3 poed of kod thao eac OGN of as aore for by
brood stack. He owns the brood stock poud wiile bis fatber-in-law ywas the sunery pond. He pays bis [ather twice

the BRAC recommrendod masdimam regg for use of the pursery pond.

Three years ago Bashir Al recdved an advance (ot 5 lean) of Tk 7,500 to start bis hatchery. This was wot cuough
for the devilopment sad BRAC sdvaseed another Th 5,000, When the batchery proved to be sucoessful the advamce
was converied 19 & BRAC lean. BRAC masagomost waid that eves U the batchery bad bem ool he wogld
bsve would have bad (o repay the prisgple. This meqnt that be was expermentiag with bis owa meocy ug
techonology that BRAC could evenmually dissomunstc. Bashir AL will pow bave 1o repay bis coavered sdvance 3 Th

170 per woche
Bashir AL stiended two BRAC trauuny ¢pencs. He went o Hyjomdmpor for batchery training asd Modbhupur fer
the managemsnt of fry. He is sorviced by a batchery techmician two or turee daps cach weok.

Bashir Ak oaly_just qualified, at last & far o Lsdboldiog wans cooverand, for BRAC VO moabership sisce be had
balf an acre of rice lind when be joined. Siocc the surcess of his hatchery be bas Dought ancther half ap acre of nice
dapd. :

Case gtudy Mini-batchery
luputs
Caxpital laan 12,500
Rummisp oS matcriaks BW5
Droodfish 3,340
Poud and broadfiah maintongsce 4,000
Loan (half paid off ia first year) 6,250
luterest at 15% 1,875
Tozal 14,430
Outputs
Spawa 1500 hg @ Th 2500 g bp 3500
Mot incrogotal gain T 13,070

BOX 7
Abdes Salpm russ a carp hatchery which be started twe yrars 220 with az sdvance from the BRAC Rural Emterprine
Programune. The advance was Th 12,50 which has agw been cooveniad to 2 loda whick be says be padd off but be
bad no recoipt for this sor conld BRAC show the rocasd ot site. The BRAC zomal sranager claimed Abdus bas kast
& docmmengatios. From be card Adday keeps acd which & suppited o be checiiad By e extoasion worker 8¢ gl

owis s moncy.

Chocking b records for production i was dscoverod that BRAC had recorded twe killopramoscs of shorpuli spywa
wihen ia fac inmbation bad failod. Otberwise bia prodection was good bat in detriltng this mefe probiom
emerpod. He had supplicd siber aguaruliuriss ia the VO with over cipht Aillogrmnees of fry for which be was vwed
over Th 16,000, This bad beon transacted i Augusl 1994 and apart from Th 2,000 (his debt bas boon ewed 1o bam
far seven wgeaths.

Abdas 5200 the cumsios PA bad puarauseed the credit was safe sod was respomsible for it if there was default. The
FA bad given Abdus a sérap of paper with the mames of his four deblors and the amyounts and had sigocd it. The
zoual manszer, when mhnd, said it wa wot an offacal duly of e PA but that bt was helping val.

Abdus was unaware of when and bow be woold pet this moncy back. BRAC officialy said there wore roconds io the
arca ellice.
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stocking in fingerling ponds. Haichlings are easily transported, however, and this constraint
may not be of major significance {see also Section 3.3).

Note: The estimated total gross benefit 10 BRAC clients from all the current fisheries
activities is Tk. 243.64 million for fish production year 1994.

5. -Prawn (Macrobrachium) nurseries BRAC are considering investment in Macrobrachium
hatcheries (see also Section 2.3.). Should BRAC consider support to their groups in prawn

nurseries the supply of the raw material, called post larvae, will have to be guaranteed by
hatchery development as post larvae are currently in very high demand and scarce.
Furthermore, selection of the site of these nurseries will be critical to the success of the
venture in terms of demand for product (juvenile prawn for on-growing) as it is in the
soushiern regions of the country where the processors offer collection of the adult prawns for
export. There is little, if any, local demand with the exception of Dhaka and the
international markets are becoming increasingly volatile as a result of higher production in
other Asian countries. If demand is present in other areas of Bangladesh success will
certainly depend on whether the final producers of the large export prawns are able o market

their produce efficiently.

Although the profits from Macrobrachium nurseries are potentially high for the group
members, the risks are also very high as is the invesument required. A financial appraisal,
based on other experiences in the south of the country, can be seen in Annex 3. The
promotion of prawn nurseries for BRAC members, when the technology for low risk. stable
fish culture systems are simple and readily available, is not a decision 10 be taken lightly.

It is recommended that BRAC consolidate and optimise their current activities before
the decision is made to introduce prawn nurseries to their group members. At present
the production from Polyculture and Shorputi is still below average (see also Section
3.2.) Should BRAC consider a venture into prawn nurseries, it will be important that
adequate technical support is available and that there is a market for the products. The
proposed Fish Feed plant (addressed below) would be beuneficial, although perhaps not

essential to these activities.

4.3 BRAC Revenue Generating Activities

The potential revenue generating activities for BRAC can be divided into two categories.
The first is a result of the service charges to farmers which for Carp Polyculture and
Shorputi will be Tk. 5 and Tk. 3 respectively per decimal, Tk. 10 per decimal for a nursery
and a flat rate of Tk. 1000 for a haichery. The wial incremental revenue from which is

shown beiow in Table One.



TABLE ONE - Service Charge Revenues for Fisheries 1996 - 2000
(Tk. million)

1995 1996 1997 | 1998 | 1999 | 2000 | Total revenue earned

Polyculture | 2.25 d &.5 5.4 5.95 | 6.4 28.70

Shorputi .75 1.03 1.23 | 1.3 1.65 | L.71 7.86

Prawn 0 065 .16 .29 42 46 1.395
nurseries

Carp .36 4 5 .6 65 ] 321
nurseries :
Carp .15 175 2 235 | .26 .26 1.28
hatcheries

TOTAL 4.0 I 5.37 l 659 | 7.8 ! 8.9 .55 2

The total budget for Programme Assistants’ salaries in financial year 5§ (Year 2000) is Tk.
8.7 million. The service charges to farmers in the programmie by the year 2000 (Tk. 9.5
million) would therefore cover these salaries. A more complete discussion of service charges
and their contribution to overall cost recovery is contained in the Finance and Credut

Analysis.

There are two future revenue generating activities proposed:
- the development of Prawn (Macrobrachium Rosenbergi) Haicheries

- the development of feedmills.
Prawn haicheries
Prawn haicheries could be considered necessary for the success of the prawn :mmxy'
component of RDP IV a5 there is a shortage of post farvae (the animals stocked in prawn
nurseries). BRAC have, at present, one Prawn hatchery in Jessore that was designed and

built closely following donor (Bay of Bengal Project) design specifications. The team were
unable o secure any financial plan for these haicheries although it did secure the designs.

The BRAC haichery is of a well proven design based on a partuial brine recycle system (due
10 the necessity of 12 ppt salinity water during the incubation ¢ycle) which can produce 2.4
million post larvae for stocking in nursery ponds. BRAC experience, so far, is not good and
they have failed 1o produce any significant numbers of post larvae from their current
haichery in Jessore. The fault is not in the design, but in the lack of technical capacity. This
is available 10 a limited degree in Bangladesh but the recruitment of suitably qualified and
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experienced personnel may prove difficult as there is currently great competition in the
private sector for staff to develop these potentially high profit ventures. If the current and
planned hatchery developments in the private secior succeed, and there are certainly many
hatcheries being built at present, the profit margin envisaged will almost certainly decline due
to increased supply. However, the price of post larvae and juveniles has doubled over the
last year and is still increasing so there could be some enormous short term gains. Even ina
stable market, however, the investment looks promising.

It is recommended that BRAC recruit a suitably qualified local consultant to supervise
their Prawn Hatchery activities. To enable BRAC to recruit an appropriate person, the
remuneration must be commensurate with experience, not necessarily in line with the
standard BRAC salary structure. Alternatively BRAC counsider requesting donor

sup!mrnotrﬂuth:iruiniugmrr.

It is furthermore recommended that BRAC consider the marketing opportunities and
demand before committing themselves, and their group members, to activities in the
Northwest of the country, or indeed anywhere away from the main processing centres of

Khulna and Chittagong.

Eeed Mills

Feedmills are not essential to the success of the present BRAC pond aquaculture, as the
impact of the dissemination of existing appropriate technology still has considerable potential
before introducing supplementary feeds. The Consultants accept BRAC's concern that will
be some BRAC farmers (high achievers) who will be producing optimal yields and that
BRAC will wish to support these farmers in the regular supply of appropriate fish feeds
which are in short supply in Bangladesh,

BRAC also envisages commercial sales of feeds but there is no indication of this in the
proposal for RDP IV. There is a growing demand for fish feed, especially in the light of
rapidly expanding prawn culture and BRAC should, by developing the mills, be in a position
ta address this demand from the private sector. A financial appraisal, supplied by BRAC,
can be seen in Annex 3. To supply high achievers and to allow commercial supply, BRAC's

involvement in a Fish Feed plant may indeed be justifiable.

However, it is recommended that BRAC pursue feed mill feasibility on a commercial basis
outside the immediate RDP IV requirements®. The implications of the cost of this input to
their "regular® aquaculture borrowers would need to be investigated using the farm models
contained in Annex 3. Due care should be taken to ensure the incremental benefit from the
feed offsets any incremental cost before including the demand for such feed from BRAC's

¢ This point will also be reviewed in the Finance and Credit Section,
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aguaculture programme in the I’e:ed mill analysis.

4.4 Budget Analysis

At the macro level, a review of oial fisheries expenditure and numbers of participants shows
that during the five year lifespan of RDP IV, BRAC will expend approximately Tk. 2,000
_ per participant to provide a water body, training and deliver stock and technical services to

. around 73,000 new members involved in aquaculture. If cost recovery in the form of a

service charge/levy on the farmers for services (see Section 2.3 ) works efficiently this

investment will be reduced to about Tk. 1,400 per capita. If the cost of the feed mills is
removed zand the cost recavery is successful the per capita investment is reduced w0
approximately TK 1,300 per farmer. (The reason for these different computations derives
from the fact that the RDP Imepusaldounmgiwnnimcsmmmﬂp:rmwanﬁerin

aquaculture developmens).

On the basis of the economic models (see Annex 3) it would cost in excess of Tk. 211
millions to recruit and assist the number of new aquaculturists targeted by BRAC on the

assumption that these new fish farmers need a 100 per cent loan. There are large sums

budgseted for the total Loan Fund Requirement, Tk. 490 and 315 millions for 1996 and 1997
respectively, but no indication as to how much is set aside for aquaculiure development. The
final three years of RDP IV loans would be funded from the recoveries from 1996 and 1997

and also from another Rural Credit Programme budget.

Tabie Two below gives the annual loan requirement breakdown for each category of
aquaculture development during the entire life of RDP IV,

The total Aquaculture Loan Portfolio for the 5 year RDP IV is thus Tk. 261 Million. This
represents 25.5 % of the toal RDP 1V joan portfolio of Tk. .02 biltion.
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1997

22.1

3.32

2.42

9.74

.67

38.25

To qualify for a loan the VO member has to start saving during the group formation phase of
the project and potential aquaculturists are expected to have saved betweén 5 and 1S per cent
of the start-up costs. Interest on the individual member's savings is six per cent. They need
not use this but BRAC requires the savings in its possession as a precondition for the loan.
The entire VO is responsible for cach member’s loan meaning BRAC has ensured group
policing for its outlay. Individual aquaculturists can have loans for the first three years with
a nine month grace period before repayment begins. Interest on all loans is at a flat rale of
15 per cent per annum. The loans have annual ceilings of four, six and ten thousand taka but
exceptions can be made for aguaculture which often has higher start-up costs.

In the RDP IV budget there are also sums for a revoiving fund, Tk. 10 million, and a fund
for what is called Experimenial and Development which is Tk. 7.5 million. The former is for
loans for ponds which require extensive excavation costs and these are over and above loans
for pond aquaculture operations. The latter is for experiments involving eg new species of
fish regimes in aquaculture and other experimental factors such as new feeding mixes.

Within the constraints of the time for the assignment, the consultants find that the budgez,
excluding credit which is contained in the general budget, is reasonable and sufficient for the
scope of the aquaculture work in BRAC RDP IV.



5. INSTITUTIONAL ASPECTS

5.1 BRAC Organisational Capacity

The systems proposed in RDP [V involve well proven, low risk appropriate technology
strategies suitable 10 the environmental conditions and target beneficiaries. The development
capacity exists within the organisation as demonstrated by trials performed in the Jessore
region to establish the most profitable fertilisation/feeding regimes and more recently in
collaboration with the Fisheries Research Institute (FRI) and International Centre for Living
Aquatic Resource Management (ICLARM) in the Technology Transfer Project (TTP) in the
development of "models” achieving up to 1500 kg per acre in Polyculture ponds. These
profisble strategies during the life of RDP 1V will require very liule further development.
Production can potentially increase from current levels through effective dissemination of
appropriate information and the development of the individual’s capacity for effective
management of the resource rather than the development of the technology per se. Farmers,
as they begin to understand the concepts of fish culture, will improve their own management

In the further development of the technologies there has to be a significant increase in
production to yield an average production of a reported (but not verified in the field) 2000 kg
per acre 10 justify greater expenditure on feeds and increased stocking. The organisation at

present does not appear to have the numbers of manpower (in terms of the ratio of Fisheries
Programime Assisiants 10 farmers) o deliver appropriaic wraining at this level of technoiogy.

The Extension Staff levels and ability 10 extend the technologies will be discussed below in
para. 3.2. In terms of extension strategy the team concluded that, although BRAC have
produced very good training manuals (although not in evidenge during some ficld visits),
there is considerable potential for developing farmer based leaflets, posiers and piciorial
guides. Messages are reaching the farmer, but these are ofien distorted and do not accord
with the standard BRAC, or indeed any other, recommendations. Evidence of great success,
although technically artificial, exists in the TTP of ICLARM and FRI. The TTP farmers,
wiio include some BRAC group members, appear in che field 0 be given similar
recommendations as other BRAC non-TTP members yet production by the TTP farmers is
over 60% higher than BRAC non-TTP farmers. TTP farmers are, however, given free inputs
of fertiliser, feed and fingerlings and these are applied at regular intervals and closely
supervised by the Programme Assistanis. There may be several reasons for the differences in

productivity:

- non TTP BRAC farmers are not following the BRAC recommendations, or jeast no:
following them regularly; this may be due 10 the lack of farmer based training materials;

- non TTP BRAC farmers are not receiving the same amount of advice, technical
backup or again farmer based information and are unsure as to what the recommendations
are;
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- non TTP BRAC farmers will not commit valuable resources to the pond in return
for a possible future gain since they think it is a risk. They put less in, get less out but are
iess vuinerable. For TTP farmers inputs are free at no risk.

Obviously the Technology Transfer Project is unsustainable but may convince farmers that
investment in the pond can yield good returns. In terms of the first two reasons, however, it
could be a function of high ratio of farmers (0 Programme Assistants and specialist support

(see also Section 3.2.)

It is recommended that BRAC develop farmer based extension materials or support to
do this would be available from BAFRU.

The ratio of farmers to Programme Assistants is addressed below.
5.2 Technical and Extension Capacity

One gap in the technical and extension services is the failure of BRAC o recruit women 0
service an aquaculture programme the female participants of which form over 80 per cent of
the total membership. In the Fulbaria area of the BRAC operation there are no female
Programme Assistants whatsoever out of 11, while for the higher grade of Programme
Officer there was one. The team were told that although women were frequently interviewed
they did not accept the jobs which according to BRAC management was the result of them
finding the prospect of the work too difficult.

The new development of Prawn Nurseries in RDP IV will require intensive extension
services. Between now and the year 2000, the Programme Assistants will eventually be
expecied 0 give services o up to 422 farmers each. This is a very high number even if
RDP [1i farmers need less and less assistance. At the most pessimistic level the extension
worker can only give each farmer one half day per annum if he sees them on an individual ,
basis.

The statistical records of BRAC were often inadequate at the national, area and field level.
Records for total production for each area on an annual basis were requested and not
furnished because of problems with the computer or because BRAC did not keep them in a
form which allowed them 1o access this data easily. Production and expenditure record cards
at farm level were often lacking information and in some instances had not been filled in for
months. Access to information on production processes was casier through farmers than
through BRAC professionally trained staff. In the ficld, in the presence of zonal, area and
field staff, it was frequently impossible 1o get accurate information on inputs and oulputs.

The team were told thar currently there are 22 Regional Sector Specialists who are fisheries
gradyates and under these are [57 Programme Assistants who are mainly intermediate school

leavers but from the project areas. Each of these Programme Assistants can be responsible
for up to 25 acres of Polyculture, 25 acres of Thai Shorputi and 2.5 acres of Nurseries as

i
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! Brasch Mansger

& Project Officens (1 womes in boalil)

12 Secter Progragme Assistanty {ame fisheries)

2 Healih Assistamts and fwe Cootraci part tme, Hatcler) Techaiciam.
A total of 23 full timc stadl.

FISHERIES ACTIVITIES AND ACHIEVEMENTS

140 (19.85 acres)  Polyculture Farmen 14,000 kg

341 23 acres) 14,000 kg
¥ 4.l scres) 3,000,000 Negorlags

20 dg batchlings

705 kg scre
63 kp sore
T.07 per acr
1§ iy bacciery

113 kg acre

&4 kg acre
5871 per acre

165 kg batchery




well as one hatchery. Using average figures for pond size of 28 decimals for Polyculture, 8
decimals for Shorputi, 33 decimals for prawn nurseries and 28 for carp nurseries (these were
confirmed with BRAC as acceptable averages) there are a reported 19,642 Polyculture
Farmers, 31,645 Shorputi Farmers, 1,565 nursery farmers and 150 hatcheries. A total
number of 53,002 supervised and technically assisted by 157 PA’s averages out at 265
farmers per Extension Worker taking into account all existing and new farmers in the
programme. The targets for the Fisheries Programme 1995-2000 (including RDP 1V) in
terms of both acreage and farmer numbers can be seen in Annex 2. Auempts have been
made to identify how many farmers the Programme Assistans (Fisheries) will be responsible
for. The figures in Table Three are cumulative including 1995 figures and based on the
average pond figures quoted above and the proposed increased staffing levels in RDP IV.

, TABLE THREE - Cumulative numbers of farmers per Programme Assistant.

1995 1996 1997 1998 1999 LZWII'
ncluding all farmers in the programme, existng and future.
272 340 328 364 401 422
farmers farmers farmers farmers farmers farmers
ncluding only those farmers in RDF IV, Figures \n brackets are cumulative.
Not 88 58 66 40 25
applicable farmers farmers farmers farmers farmers
(88) (138) (204) (244) (269)

Field visits to both Mymensingh and Habiganj confirmed the numbers of clients each
Programme Assistant is responsible for. Data for the Fulbaria area can be seen in Box 8.
The Programme Assistant, in this particular case, is currently responsible for 492 farmers in
the fisheries programme. Data for Boilor area can be seen in Box 9 and it is sigaificantly
more difficult with the Programme Assistant being responsible for 609 farmers.

It was reported that the Project Officer for credit and scnior colleagues offer support and also
visit larmers but clearly the responsibility is great and the workload high. The team
interviewed the Programme Assistants who reported that they atempted (o visit two VOs
a.m. and two p.m. most working days. There are in fact ofien several fish farming activities

auached w one VO (reporied average 4) which would reduce the workload 1o 123 VOs at
four per day. This would still involve 30 days of visits if all were 10 be visited monthly.

Clearly these targets are ambitious.

BRAC staff are clearly committed to assist and maintain supervision over farmers as far is as
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practical within what the team see as staff constraints in the fisheries programme. All
farmers without exception reported that they considered fish culture activities as the most
profitable of the group activities. Even conservative financial analysis confirms the potential
incremental benefit is of significant value 1o farmers. It is especially important that new

farmers are well supporied.

It is therefore recommended that: -

- the number of BRAC Programme Assistants be increased over and above the increases
proposed in RDP 1V, A realistic increase would be the doubling of the manpower to
ensure the farmers achieve the full potential available to them. This may be reflected,
as found in other projects, in increased production through increased farmer contact.
The increase can be covered from increase in service charges. | ',

- every effort should be made to recruit women field and extension stafl more
rigorously; indeed if more PAs are recruited generally the areas to be covered will be
reduced and the positions will become more attractive 1o women. -

- the number of Fisheries Specialists be increased, especially in view of the proposals for
prawn aursery and Ratchery development.

- the system of keeping records with the farmer should be improved and senior staff
should regularily inspect the fanmners” record cards; this should include both financial

and pond input/output data,

5.3 Production Strategies

With all culture systems, increased density of fish leads o increased demand for feed as the
natural pond ecosystem is unable to maintain sufficient balance through organic or inorganic
fertilisation alone. This larger investment in feeds increases the financial risks and level of
management expertise required. Should BRAC decide that semi-intensive or intensive
systems are appropriate for experienced group members, a constraint may well be the
availability of feed supply. This constraint now exists amongst semi- intensive fish, shrimp
and prawn producers. Feedmills are being developed in response (o this demand. BRAC
has also included in the proposal a sum for feedmills in RDP 1V, so a basic diet for semi-
intensive aguaculture may not be a major constraint (see also Section 2.4.) At present.
however, it does appear that there is a need for consolidation and realisation of the full
polential from existing resources under group member control as well as for future members

o be involved with the fish activities.

Mater:al inputs to the current fish culture sysiems, and indeed semi intensive fish culture
sysiems, should not be a constraint. There could, however, be input consiraints with any
ventures into Macrobrachium nurseries or hatcheries (see Section 2.1.).

25




The BRAC fisheries programmie is impressive but perhaps the full potential from the existing
*models” should be fully realised before consideration is given t0 more intensive systems.
The “high achievers”, mwhomBRACwm:]dl:kemsuppmnmﬁﬂly, are clearly in the

minority.

It is therefore recommended that BRAC, within their fisheries development, continue to

implement the current recommendations on production strategies, some of which have
been developed through the Technology Trausfer Project with FRI and others by their

own "Action Research’.
5.4 Institutional Collaboration

BRAC's strategy in dealing with the GOB has been to attempt to creaie a system of mutual
interdependence. This is designed to alleviate any antagonism towards NGOs and especially
large ones like BRAC ‘which may sometimes be seen to be competing for foreign funding
especially since multilateral and bilateral donors started funding NGOs. . -

It is notable that in the recent past, BRAC has worked with no fewer than 13 differemt

" government departments. In RDP 111 in the fisheries sector it has collaborated with the

Ministry of Fisheries (MoF), Bangladesh Water Development Board (BWDB) and the

Ministry of Local Government and Rural Development (MLGRD). In some instances it has
unofficially undertaken work for the GOB allowing the state to take credit for it. This, otie
observer noted (BRAC 1994 Review Mission), has had the important strategic effect of the

GOB leaving BRAC alone to get on with the work in hand.

In 1993 BRAC was able to secure Tk. 38 million from the GOB for use as loan funds. This
amply demonstrates the positive working relationship BRAC has developed with the
government. During the life of RDP 1V it is the intention of BRAC t0 expand its access o
government funding although not necessarily for aquaculture.

BRAC has an advocacy programme with the GOB. One of the more innovative pressures it
has brought to bear has been (o encourage the government 10 take over all derelict ponds
countrywide and for the DoF to Icase these 1o the {andless and provide training and extension

services.

For technical assistance BRAC has relationships with the government supported FRI and
ICLARM. In Mymensingh where field work was carried out there is thie programme for

fisheries called Technology Transfer Project (TTP) which involves FRI, ICLARM, and the
Department of Fisheries. These institutions work with BRAC and also Proshika and the

Grameen Bank in transferring aquaculture skills to local farmers.

One institution which has had a continuous effect on the work of NGOs in general has been

the village mosque. Local muilzhs frequently see NGOs as an undermining influence and
especially where the empowerment of women is concerned. Most research in Bangladesh
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shows thai these mullahs are freqguently the puppets of local landowners and moneylenders
who want to maintain the status quo.

To work with the muliah and local elites in combatting the traditional patroa-client

relationships that exist in most rural areas of Bangladesh, BRAC atempts to create informal
relationships with two groups to assist rather than hinder its work. One group is educated
villagers who work in powerful positions in povernment or industry. The second is local
politicians. If these groups are invoived in BRAC entering the area to "heip” the rural poor,
the project can make faster headway.

BRAC relationships with other local NGOs in general terms have been highly variable and
sometimes very antagonistic. As this wiil be discussed efsewhere in the overall appraisal,
this section will adhere 1o NGO relationships as they involve fisheries.

In aguaculture BRAC has trained and provided services 10 a number of smalier NGOs. Two
with whom they have formed strong relationships are Uttichi in Habiganj and Jagaroni
Chakri in Jessore. Both NGOs received personnel wraining and the supply of spawn and
fingerlings. During the life of RDP IV, BRAC has budgeted for a new suppon programme

for more NGOs in aquaculture development.

It is recommended that BRAC comtinue to work with and expand contacts with other
agencies both government and non-government and also with foreign donor supported
projects.

6. ENVIRONMENTAL ASPECTS

6.1 Environmeutal Implications of Pond Culture

There are a number of environmental benefits to the project. Freshwater aguatic resources
are the main focus of the programme which will promote improved management of seasonal
and perennial ponds. Stagnant ponds will be rehabilitated, thus reducing the incidence of
water borne diseases. {n addition, greater comtrol of mosquito borne diseases like malaria,
have been proved possibie by stocking fish. This has significant health implications in rural
areas.

The nature of the recommendations for fish culture do not involve excessive use of chemical
treatments. In fact 2 major BRAC recommendsation insists that osganic materials be used in
the fersilisation of ponds. The only potential negative input to the ponds is the chemical
Phosioxin which is used to poison predatory fish during pond preparation. This is toxic 0
humans and dangerous (0 use.

The development of aguaculture can promoie integration with agricultural farming activities
since pond waste can be used instead of chemical fertiliser. Aquaculture also permits the
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cultivation of many crops which not only stabilise pond embankments but also provide
nutrition for the families involved.

The team found that BRAC exiension workers also promoted rice/fish culture. This in turn
requires [niegrated Pest Management which excludes the use of chemical pesticides and
herbicides.

It is recommended that rotenope or other organic materials be recommended for the
control of predatory fish even though they may be more expensive

It is also recommended that BRAC makes every effort to expand the acreage under
rice/fish culture as this has positive environmental benefits. This technology and

expertise is available from CARE/FAO/BAFRU.

7. CONCLUSIONS

The Appraisal Team reconunends to the BRAC Doner Coasortium that the Fisheries
Component of the Rural Development Programme IV be fully supported for the

following reasons;
a) The BRAC objectives for its RDP progranunes have a well defined poverty focus;

b} The fisheries component of RDP IV will have impacts on a large number of new fish
farmers as has already been demonstrated in RDP IIL;

¢) RDP fisheries have considerable impact on gender and social change inasmuch as it
targets large aumbers of women who have previously been excluded from fishecies
development and economic control of the lives of their families;

d) BRAC fisheries integrates human and economic development as a consequence of its
emphasis on human resource development preceding economic activity;

e) The fisheries programme of BRAC addresses the problem of a diminishing natural
fish supply which has inportaut nutritional implicatious for the rural poor;

f) BRAC is also promoting the development of under- and in many cases unutilized
existing water resources;

g) RDP 111 fisheries has demounstrated that there is a positive incremental gain for the
farmers involved with fisheries activities;

h) The fieldwork demonstrated to the team that farmers have very positive experiences
of fisheries development and clearly expressed the unanimous view that fish farming was
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the most profitable of rural sector economic progranunes;

i) The investment cost to introduce a farmer to fish culture is extremely modest;

j) BRAC Regional and Area Office staff demonstrated a high level of commitment and
motivation to the general goal of improving the condition of the rural poor and more

specifically to fish farming as a means to achieve this.

Finally the Appraisal Team strongly recommends to BRAC that they consider very
carefully the recommendations that have been made throughout the text of the appraisal
and are repeated below, as these will almost certainly strengthen the RDP IV

programme,
8. SUMMARY OF RECOMMENDATIONS

1. BRAC consolidate and optimise their current activities before the decision is
made to introduce prawn nurseries to their group members. At present the production
from Polyculture and Shorputi is still below average (see also Section 3.2.) Should
BRAC consider a venture into prawn nurseries it will be important that adequate
technical support is available and that there is a market for the products. The proposed
Fish Feed plant {addressed below) would be beneficial although perhaps not essential to
these activities.

2. BRAC recruit a suitably gualified local consultant to supervise their Prawn
Hatchery activities. To enable BRAC to recruit an appropriate person, the
remuneration must be commensurate with experience, not necessarily in line with the
standard BRAC salary structure. Alternatively BRAC consider requesting donor
support to train their existing staff.

3. BRAC consider the marketing opportunities and demand before committing

themselves, and their group members, to activities in the Northwest of the country, or
indeed anywhere away from the main processing centres of Khulna and Chittaggng.

4. BRAC develop farmer based extension materials or support to do this would
be available from BAFRU.

5. The number of BRAC Programune Assistants be increased over and above the
increases proposed in RDP 1V. A realistic increase would be the doubling of the

manpower to ensure the farmers achieve the full potential available to them. This may
be reflected, as found in other projects, in increased production through increased

farmer contact.

6. Every effort should be made to recruit women field and extension staff more
rigorously; indeed if more PAs are recruited generally the areas to be covered will be
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reduced and the position become more attractive to womern.

7. The number of Fisheries Specialists be increased, especially in view of the
proposals for prawn nwrsery and hatchery development.

8. The system of keeping records with the farmer should be improved and senior
staff should regularly inspect the farmers’ record cards; this should include both
financial and pond input/output data.

9. BRAC, within their fisheries development continue with to implement the
current recommendations on production strategies, some of which have been developed
through the Technology Transfer Project with FRI, others by their own "Action
Research’. The BRAC fisheries programme is impressive but perhaps the full poteutial
from the existing "models” should be fully realised before consideration is given to more
intensive systems. The "high achievers" are clearly in the minority. However, it
depends on the extent of support and levels of technical backup that BRAC are

prepared to extend to farmers.

10. BRAC countinue to work with and expand contacts with other agencies both
govermnent and non-govermnent and also with foreign donor supported projects.

11. It is recommended that rotenone or other organic materials be recommended
for the control of predatory fish even though they may be more expensive.

12. BRAC makes every effort to expand the acreage under rice/fish culture as
this has positive eavirommental benefits. This technology and expertise is available from
CARE/FAO/BAFRU.

13. It is recommended that BRAC pursue feed mill feasibility on a conunercial
basis outside the immediate RDP IV requirements. The implications of the cost of this
input to their "regular" aquaculture borrowers would need to be investigated using the
farm mwodels contained in annex. Due care should be taken to ensure the incremental
benefit from the feed offsets any incremental cost before including the demand for such
feed from BRAC's aquaculture programme in the feed mill analysis.
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Annex 2 - Cumulative Acreage and Numbers of Farmers
in the BRAC programme to date and until the year 2000

Item 1995 1996 1997 1998 1999 2000
Polyculture | 5.500 7.400 9,000 10,800 11,900 12,800

No er Acrey Acres Acres Acres Acres " Acres

Av 19642 00's | 2642800's | 32,142p0's| 38571 mo's | 42,500 45714 no's
Iﬂ-l Bo's

Shorputi 2.500 3,400 4,100 5,000 5.500 5.700
No.Farmer | Acres Acres Acres | Acres Acres Actes

Av. 079 31,645 p0's | 43037 00's | 51,893 00s| 63,201 mo's | 69.620 72.15) m’s

& : s

Prawn [T 65 Acres 160 Actes 290 Acres 425 Acres dti) Acres
Ng‘Fm 196 no's 484 mo's 878 wo's 1.287 no's 1.39 wo's
Av,

33Acre

Carp " 360 Acres 400 Acres S00 Acres 600 Acres 650 Acres 700 Acres
Nurseries 1,565 po's 1,79 m’s | 2,173 mo’s 2608 wo's 1826 mo's | 3.043 mo's
Av,

23Acre

Carp 150 175 210 235 260 260
hatcheries

h“" 1 2 4 5 5 5
hatcheries

Cumpulative | 272 340 318 364 401 42

No. of

Farmers

per P.A.

Note: Farmer numbers calculated from average pond size provided by BRAC.




Annex 3 - Financial Models for Pond Culture/Hatcheries

Note:
"Models® of inputsfoutputs to calculate a net incremental gain per farmer.

In terms of inputs BRAC could not give standard recommendations. The recommendations
given at Headquarters, Regional and Area level all varied substantially. The inputs are
therefore based on educated "guesses”, averaging figures provided by the offices above and
including the recommendations that farmers stated they were given.

All systems do reveal positive incremental benefits to farmers.

As they are financial farm models, no opportunity costs have been included for the inputs
that the farmers reporied as free. Furthermore, no opportunity cost has been placed on the

farmer labour days.
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BURIGET
PEAWN HATCHERY

CAPACITY : ot e Nos P.1. (3% )
Cyele =3/ Year

A. CAPITAL COST @

t. Land for hatchery house ( 0.30 acres)
Tk.10,06.000 per acres

2. Land for pond | 0.50 acres )
7%.106,00,000 per acres

4. Buillding constrection
+. Mchinesies and Equipment
5. Pond excavation

Total Capital Cost [A)

B. Working Capits]

i. Brood {ish, sedicipe, fesd eic.

2. Brine water
3. Purniture and fiziure

Total of Working Capital ( B )
Total Cost

A.Capital cost
B.%orking Capital

588
383

;

%
g8

f
g
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PRAWN HATGHERY

Profitability Analysis
Ist year Ind year ird yea
Revenue &0 155 S%
Utilization Utilization Utilizati
Saje Post larvae ( PL ) TX. 1.00 each. 1,800,000 2,250,000 2,700,0
(Production 3.000,000
Sale of Broad fish (30%) 22,500 22,500 22,51
Total of Revenue 1,822,500 2,272,500 2,722.5(
Cost of production
Brood fish (1500 Nos) 75.000 75,000 75,00
(Tk.50 per broed)
Medicine (3 Cycle] u,paa 45,000 45,00
(Tk.1500 per cycle) .
Tood(8 Nos tank) 144,000 144,000 144,00
(Tk.6000 per Tank par Cycle)
Brine Water {TLQCIJ‘ k‘} 72.0060 72,000 H;m
(Tk.1 per Kg)
Carrying cost 150.000 150,000 150,001
Tota! cost of Production 486,000 486,000 486, 00¢
Gross profit I.JJ&‘.SW 1,786,300 2,236.500
Operation Cost
1. 5‘1“? s
a. Pregram Organiser ( Fish )(1 no) 66.000 66,000 66.00C
Tk.5500.p=r month
b, TY technician (2 Nos) 132,000 132,600 132,000
Tk-5500 per month
¢. Labour cum Caretaker (3 nos) 54.000 54,000 54.000
Tk.1500 per month
d. Servics 5:aff [2 Nos) 36,000 36,000 &, 000
Tk.1500 per month
2. Travelling and transportation 63,000 63,000 63,000
3. starioneries end Supplies 2L, 000 24,000 23,000
4. Utilities 120.000 120.000 120.000
5. General Expe=nses 24.000 24,000 24,000
§. Maintenance 60.000 60,000 60,000
7. Depreciatijon 180.000 180,000 150,000
8. H.O. logistics and =Et. sSupport. 57.200 57,500 57.500
Total of Operational Cost 816.900 816,900 816,300
Net profit 519.500 969,600  1,419.600
Less:Purchase cost of Pickup for Trahsportation 1,200.000 0 0
Net Surplus/(Deficit) (680,300) 969,600 1,419,600
{650,300} 289,200 1,708,500

Custlative Net Surpius/{Deficizt)

HEI=TSTizIFFSTSSzssSSSSssIoSEEIoosIn



L itw "M
e i S R e e I T e —— o
. . 1 ! . *Arjema barn
: A % O ) 1 e B
w - - ' L
5.0 —#;'n:... B4 2 ouer ryse
! : - ne F Hﬂ‘ﬂ"'?fm‘ Earit
i g o= 5 Bevziava ]
. { TR i | - -~ b Laras' ppoe g s = ofiv
-l "
| =T 4r azp I Crern, .
| Cl £
1 L]
‘ ¥
-

s

Pl ATCNERY g FuLTayT } [

(r. Rarimun B Copnne

PO(Finering) “wmm—
£dt me juma gl 1)l

o



/

o

BUDGET FEEDHEL
FEED MEAL PROCESSING CENTERE
(Capacity : 300,000 Kg/year)
A. CAPITAL COST : Taka
1. Lapd (.50 acres) 250,000
Tk. 500,000 per aczes
2. Building: 150,000
a. Godown & Stores (50'x20' = 1,000 sq £t X Tk.150)
b. Machine Room (40'x1S' = 600 sg ft X Tx.150) 90,000
c. Office Boom (20'x15' = 300 sg ft X Tk.150) 45,000
3. Open Floor Sun Drying(40* x 60' = 2.400 sg ft X Tk.15) 36,000
4. Dry Fish Grinder (1,200 kg/ 8 hour) 30,000
5. Pfllet Machine (1,000 kg/8 hour) 30,000
6. Electric Motor (10 HP with other equipments) 13,000
7. Scale (300 kg) 7.500
8. Sguipments 10,000
9. Purniture § fixture 18,000
10. Electrical Fittings 20,000
Total Capital Cost (A) 699, 500
- —————
B. Working Capital :
1. Raw Materials ( for 3 months)
a. Dry Fish {25,000 kg X Tk.25) 625,000
b. Wheat (10,000 kg X Tk.6 60,000
c. Rice polish (auto) (5,000 kg X Tk.4) 20,000
d. Coconut/Mustard Cake (5000 kg X Tk.5 ) 25,000
@. Shark Liver oil/fat (1200 k5 X Tk.32) 38,400
f. Oyster shell (1500 kg X T%.3 ) 4,500
g. Salt & Vitamine 2,800
2. Poly Bag { for 3 month) (10,000 Nos X 2.50 ) 25,000
Total fof Working Capital (B) 800, 500
- —— - ———§
TOTAL COST: A. Capital Cost 99,500
: H. Working Capital 800,500
1,500,000
F— ————— — = —— |

_

.



FEED MEAL PROCESSING CZNTIEE
Frofitability Analvsis - ist year 2nd year 3rd yesr
B0% 75% S0
Utilizarion Utilizarion Utilization

Sales
(300,000 Kg X 20 Per Kg) 3,600,000 4,500,000 5,400,000
Cost of Prodiciion
A.Dry fish (100,000 kg Tk 25 per Kg) 1,500,000 1,875,000 2,250,000
B.Whaat (80,000 kg Tk 6 per Kg) 288,000 360,000 432,000
C.Rice polish (67,500 kg Tk 4 per Kg) 162,000 202,500 243,000
pP.Cake (Coconut/Mastard)42,.500 kg Tk 5 per Kg) 127,500 159,375 191,250
£.Liver 0i1 (6000 XKg Tk.32 per Kg) 115,200 144,000 172,800
F.Oyester shell (5000 kg Tk.3 per Kg) 9,000 11,250 13,500
G.Salt and Vitamin 3,000 3,750 4,500
1.FPoly bag (60000 Bag Tk 2.5 per Bag) 90,000 112,500 135,000
Total cost of production 2,294,700 _ 2,858,373 3,442,050
Gross profit 1,305,300 1,631,625 1,957,950
. Operating cost
A.Staff salary and Benefits
A.1.Manager ( 1 No. ) 66,000 66,000 66,000
(Tk.5500 per month)
A.2.Accountant ( 1 No. ) 54,000 54,000 54,000
{TX.4500 per month)
h.3.¥achine Operator { 2 Yos ) 72,000 72.000 72,000
(Tk.3000 per month) :
A.4.Helper ( 2 Nos ) 80,000 &G ,000 60,000
{Tk.2500 per month)
A.5.Drying labour ( 3 Nos ) - 54,000 54,000 54,000
(Tk.1500 per month)
A.6.Packing Worker ( 2 Nos ) 60,000 60,000 60,000
(Tk.2500 per month)
a.7.Service staff ( 2 No ) 36,000 36,000 36,000
(Tk.1500 per month)
B.Travelling and Transportation 91,500 91,500 91,500
C.staff training 36,600 36,800 36,600
D.Utilities . 120,000 120,000 120,000
(Tk.10,000 per month)
E.Maintenance 36,000 36,000 36,000
(Tk.3,000 per month)
F.Stationeries and Supplies 24,000 24,000 24,000
G.E.O. logistis and Management support. 71,010 71,010 71,010
G.Depreciation 44,950 44,950 44,950
Total Operating cost 826,060 B26,060 826,060
479,240 805,565 1,131,890
Q (1}

Ket profit
Less:Purchase Cost of Pickup for Transportation 1,200,000
Net Surplus/(Deficit) (720,760) 805,565 1,131,890
Cumulative Net Surplus/(Deficit) - (720,760) 84,805 1,216,695
b ——- ——— — — — = = - . — —=—— — —— —
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BRAC APPRAISAL MISSION ITINERARY

Mon 20 Feb BAFRU, Donor Liaison Office, BRAC HQ Fisheries Staff

Tues 21 Feb Donor Liaison Committee Chairman, Appraisal Team

Meeting, ODA Fisheries Advisor
Wed 22 Feb BRAC Programmes Director, Director Donor Liaison
Office
Thurs 23 Feb Review of BRAC Reporis and Background Literatuse

Fri24 Feb  BAFRU, Appraisal Team Meeting, Methodology Meeting

Sat 25 Feb  Travel io Mymensingh, BRAC Training and Resource Centre and Regional
Office Mymensingh
Sun 26 Feb  Fulbaria Area Office, Ragnunathpur and Chakradhakanai Villages

Mon 27 Feb  Boilor Area Oﬂiee, Baghpara Village
Tues 28 Feb  Trishal Area Office, Travel to Dhaka
Wed 1 Mar  BRAC Programmes Director, Team Leader DLO Appraisal Mission
Thurs 2 Mar Travel to Habiganj, Habiganj Regional Office Sylhet Regional Fisheries Speciz

Fi 3 Mar BRAC Fisheries Appraisal Documentation
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Basin

Bivoltine

Chambon Croisure

Chandraki

Chawki

Cottage Basin

Dala

Degumming
Denier

Ends

Filature
Ghorakati
Grainage
Hatchery

Katghai
Laying

Mai thai
Moriculture
Multivoltine

Nistari
Polyvoltine
Raw silk
Renditta

Sericin

Sericulture

Glossary of Terms

Part of a silk recling machine in which cocoons float in warm
water.

Silkworm varieties from temperate climaie countries which
breed only twice a year and whose eggs exhibit dormancy.
crossing of silk thread with neighbouring thread during cocoon
recling.

Bamboo structure in which silkworms spin their cocoons.
Indian simple, hand driven silk reeling machine with one basin
and four 1o six ends.

Descriptive name of very young silkworms.

Silk capsule formed by silkworm larva in which it spends pupa
stage.

Mechanized silk reeling machine used in vtlh;ﬁ. Each unit has
six to ten basins each with six ends.

bamboo rearing trays.

Removal of sericin from silk waste.

Grams silk for 9.000 meters yarn or filament, used as measure
of silk yarn or cocoon filament thickness.

Part of silk reeling machine where several cocoon filaments are
combined into silk yarn.

Silk reeling factory.

Rearing shelves.

Establishment for silkworm egg production.

Communally operated village establishment where eggs haich
into silkworms.

Bangladeshi simple, hand driven silk reeling machine which is
similar to the Indian charkha.

Egg production from one female moth.

Thai silk which is divided into quality grades.

Cultural system for production of silkworm cocoons.  *
Tropical silkworm varieties which breed throughout the year and
whose eggs have no dormancy and are synthesized by
hybridizing bivoltine and polyvoltine varieties.

Indigenous variety of silkworm.

Continuously brooded variety of silkworm.

Silk yarn, after reeling.

Measure of silk recovery from cocoon; ratio of kg cocoons
needed 1o reel 1 kg raw silk.

Gummy substance which binds filament together on cocoons and
also binds silk waste fibres together.

Culwral system for production of silkworm cocoons.



Silk Recovery
Silk Wastie
Spun Silk

Taveleue Croisure

Tharpatti
Univoltine

Warp
Weit

Reciprocal of renditta.

By-product of silk reeling and raw material for spun silk.

Silk yarn prepared from silk waste by degumming. combing and
spinning process, similar to that used for wool.

Crossing of silk thread with itself during cocoon reeling.

A crude thread guide mounted above the front rim of a basin.
Similar to bivoltine silkworm varieties, but breed only once
during the year.

Lengthwise threads in woven fabric.
Crosswise threads in woven fabric.

i



2.1 Background
2.1.1 Sericulture in Bangladesh

Bengal (a part of which now constitutes Bangladesh) has a long history of sericulure. During
the period 1772-1792, the British East India Company introduced contemporary ltalian
technology and the exporis of raw silk increased from 220 tonnes to about 530 tonnes by
1827. The industry then declined due to a combination of (i) frequent epidemics of silkworm
diseases, especially pebrine; (ii) competition for land generated by increased prices for
foodgrains: and (iii) failure 10 introduce the technical changes necessary for successful
competition against the rising industries in Japan and China. By 1911 the raw silk production
in the important Rajshahi District was just 10 tonpes and by 1940 all but two of the French-
owned filatures had closed, despite officially-sponsored efforts to increase the quantity and
quality of Bengal filature silk. On the eve of the partition of India in 1947 the Bengal silk
industry was on the verge of extinction, producing just 50 kg of raw silk from a few villages

in Rajshahi District.

Efforts were made to rehabilitate the silk industry during the period 1956-1962, including the
establishment of 10 mulberry nurseries, 22 extension cenires. the Silk Research Institute and
the Rajshahi Silk Factory. These efforts were intensified following Independence, with the
establishment of the Bangladesh Silk Board (BSB) in 1977 and the launching of the Swiss-
Bangladesh Bilateral Project in 1978. Total raw silk production increased from 25 tonnes in
1979-1980 to 34 1onnes in 1983-1984 but then declined 10 29 wonnes in 1985-1986, well short
of the Second Five Year Plan target of 172 tonnes. Despite the subsequent renewed efforts of
both the BSB and several Non-Governmental Organisations (NGOs). annual raw silk
production has not increased beyond the range of 25-40 tonnes. The domestic raw silk
production in 1994 is esumated o be 30-32 tonnes’.

Notwithstanding this paucity of domestic raw silk, Bangladesh has a substantial weaving
industry producing silk fabric for sarees and shirting (punjabies and koties). In the
powerloom sector, a steady decline in output was suddenly and dramatically reversed in
1992/93 when the import duty on raw silk was reduced from 30% 1o 7.5%: fabric production
increased 51 % w 473 000 metres. In 1994 the import duty was removed altogether and
production leapt up 78% to almost 840 000 metres’. Similar trends are evident in the much
larger, but less well documented, handloom sector; it is estimated that total handloom
production of silk fabric increased from about 1.5 million metres in 1993 to as much as 3.3 -
4.9 million metres in 1994'. The combined raw silk consumption of the powerlooms and
handlooms in 1994 is estimaied 10 be 215-220 wonnes, of which only about 30 tonnes was
sourced from domestic production’.

'Sitk Marketing in Bangladesh. In preparation: Ford Foundation/World Bank.
I



2.1.2 Government Policy on Development of the Silk Sector

Predictions® that access to international quality raw silk and silk yarn would enable an
efficient silk weaving industry to emerge in Bangladesh have been proved correct by recent.
As a result, Government interest is now focused on nurturing the development of silk
weaving and encouraging linkages to Bangladesh’s manufacturing success story, the
readymade garments (RMG) industry. Although mulberry, cocoon, domestic raw silk and
silk yarn production will continue to be promoted. there is determination that the potential of
the weaving industry should not be undermined by inappropriate means of encouraging local
silk content. Thus the competitiveness of weaving is likely to be facilitated by ensuring
continued access to imported raw silk and silk yarn at world market prices, at least until an
internationally competitive mulberry-silkworm-reeling agronomy emerges in Bangladesh.

The évolving public policy for the Bangladesh silk industry is therefore that the search for
comparative advantage should proceed upstream, from any advantages that are revealed in
the markets for silk garments or silk fabric. Thus the success and sustainability of BRAC's
proposed sericulture programme will be dependent upon ensuring that the resulting cocoons,
raw silk and spun silk yarn meet the quality and price requirements of the market in the face
of competition from imported raw silk and silk fabric.

2.1.3 BRAC’s Experience in Sericulture

BRAC's sericuliure programme started in Manikganj in 1978 and was based on mulberry
block plantations. Although reportedly successful, no significant expansion ook place during
the following 10 years. However, in 1989/90 BRAC received wheat from the World Food
Programme (WFP) and began to employ landless women 10 establish and care for roadside
plantations of mulberry tress. This initiated a massive expansion of moriculture: from the
1987 stock of less than | million roadside trees. by June 1994 BRAC had planted 11.2
million trees and employed more than 36 000 caretakers in Manikganj, Jessore, Jhenaidah.
Faidpur. Rangpur. Rajshahi. Pabna, Bogra, Mymensingh, Kishoreganj. Sherpur and
Jamalpur®.

After a year of looking after the mulberry trees, the women are encouraged to become
silkworm rearers. To these and other landless women, BRAC offers the necessary training
plus loans for the construction of rearing houses and the acquisition of rearing equipment.

* Bangladesh: From Stabilization to Growth. March 1994: World Bank.
* RDP Half Yearly Repor: June 1994. BRAC.

-
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BRAC's silkworm rearing operation is set up as two sub-systems:

. chawki rearing - the relatively difficult and more capital-intensive operation of
hatching the silkworm ecggs (disease-free layings. DFLs) and producing part-grown
silkworms (chawkis):

. grown-worm rearing - the less difficult but more labour-intensive operation of rearing
the chawkis through to the cocoon stage.

Rearers who are prepared 1o make a larger investment in better rearing facilities and
equipment, or who have demonstrated good rearing results, are offered extra training
opportunities in order 1o prepare them for chawki rearing. BRAC provides the chawki rearers
with DFLs which they hatch and then rear through to the chawki stage. Some of the chawkis
are then sold 1o the grown-worm rearers and the remainder are kept for cocoon production.

BRAC has tried 1o encourage the rearers 10 sell their cocoons in the open market. Each
season, a recommended price for various qualities of cocoons is announced by BSB: this is
the price that the BSB filatures are supposed to pay for the cocoons that are brought (o them.
BRAC establishes its own purchase price. based on its assessment of the quality of the
cocoon crop in each area. Although BRAC has stated that it treats the BSB price as a floor
price rather than a ceiling price®, it applies more stringent quality criteria than BSB. with the
result that the many rearers assert that BRAC, in common with other NGOs, generally offers
them Jess than the BSB recommended price for their cocoons.

Recognising the importance of maximising the returns to rearers, BRAC has undertaken two
additional sets of activities. The first focuses on encouraging the development of a more open
market for cocoons by introducing local reeling facilities for the production of raw silk.
Multi-end basin reeling units, operated almost entirely by women. have been established at
Manikganj. Jamalpur, Monirampur, Natore, Pabna, Atghoria and Taraganj. The second
approach focuses on improving the quality of the cocoons, through the introduction of
improved varieties of sifkworm and the production of better quality DFLs. BRAC has moved
away from complete dependence upon BSB for its supply of DFLs: firstly by importing
DFLs of improved silkworm varieties from India and China and secondly by maimaiing
parent lines and establishing grainage facilities in order to become self-sufficient in DFLs.

BRAC is also involved in downsiream activities. Although BRAC does not have very
exiensive weaving facilities and it does not intend 10 weave all the raw silk and spun silk it
produces, it does aim to develop group members into weavers and it has established a silk
weaving centre at Gorpara. Under RDP Ill, BRAC also intended 1o establish a design unit
and marketing division to sells its silk fabrics, particularly through BRAC's own iniernational

marketing outlet, Aarong.

“ Project Document: Rural Development Programme [l 1993-95. BRAC.
3
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Thus, since about 1989, BRAC has undertaken activities and gained experience in each stage
of the conversion of mulberry leaves 1o finished silk fabrics. The main focus of this appraisal
is therefore to determine the extent to which BRAC has learned from this experience and
apphied this learning to the development of its proposals for consolidation and expansion of
sericulture activities under RDP IV,

2.2 Methodology

At a meeting with the donor representatives on 29 March 1995 it was agreed that the Terms
of Reference should be revised to take account of the paucity of information presented in
BRAC’s RDP IV Project Proposal (Drafi 2) and the fact that the sericuliure component of the
RDP III project had not yet been evaluated. The donors insisted that the consultants should
complete an appraisal of the Draft 2 Proposal to the best of their ability, filling gaps with
information gleaned through personal contact with BRAC counterparts, and only then provide
some assistance to BRAC to facilitate BRAC's own efforts to revise the proposal in line with
the suggestions and recommendations made by the team.” In order to comply with these
instructions, the consultants adopted the following approach:

. A more detailed description of BRAC's proposed RDP [V sericulture project was
compiled by augmenting the draft two proposal with information provided by BRAC
in response 10 specific requests for quantitative targets, business plans and
Justifications for assumptions.

. An indication of the progress made under the RDP 111 programme was gathered by
drawing on BRAC's recording and reporting systems at HQ and area ofTices.
supplemented by interviews with BRAC personnel and project participants in
Manikganj, Jamalpur, Rajshahi and Natore.

® An assessment of the market opportunities for cocoons. raw silk and silk products was
prepared by drawing on primary data recently collected for the preparation of a
possible National Sericulture Programme®.

. BRAC's RDP IV Project Proposal (Draft 2) was appraised on the basis of the above,
within the framework presented in the original Terms of Reference.

. Recommendations were drawn up and discussed with BRAC counterparts. to form the
basis of BRAC's RDP |V Project Proposal (Draft 3).

* File reference 841/000/002: April 10. 1995. AMOD.
* Sitk Marketing in Bangladesh. In preparation: Ford Foundation/World Bank
4



2.3 Appraisal of BRAC'S Proposal (Draft 2)
2.3.1 Overview

This report addresses two aspects of BRAC's RDP 1V Project Proposal (Draft 2) for
sericulture: (i) the deficiencies of the proposal document per se; and (i1) the social.
economic, institutional and environmental aspects of the proposed project interventions,

The sericulture programme section of BRAC's proposal comprises a narrative which simply
provides a general account of BRAC's involvement in sericulture. It does not provide
sufficient information to permit an appraisal. A striking feature of the proposal is the absence
of a clear statemem of the project objecuives. the anticipated outputs, and the activities and
inputs necessary 10 generate those outputs. Moreover, although it is possible to glean some
quantitative data from the RDP IV Budget Summary, there is no explanation of the rationale
behind these figures and no justification is offered for the scale of the project. This latter is
particularly unfortunate because, unlike the other sector programmes, the sericulture
component of RDP [l has not yet been evaluated and so neither BRAC nor.the consultants
have the benefit of a detiled assessment of the advantages and constrainis of BRAC's

present strategy.

The consuliants submit that these weaknesses in the RDP 1V proposal should give rise 10
concern because exactly the same deficiencies were noted in the appraisal of RDP I1I°. On
that occasion, BRAC acquired technica) assistance 1o facilitate the preparation of the
sericulture component proposal® and this was followed by a fresh appraisal®. In perhaps all
other arcas, BRAC is justifiably identified as a learning organisation. BRAC's apparemt
failure to learn from the RDP 11l sericulture appraisal is therefore all the more surprising and
disappotnting, especially as sericulture has (o operale n & highly competitive commercial
environment in which "intuitive™ planning is unlikely to prove sufficiently effective or
efficient.

With regard to the proposed project interventions. the consuftants are concerned that BRAC's
production targets are unrealistically high. Although BRAC and the consultants agree that
there are substantial potential domestic and expori market opportunities for raw silk and silk
products that could be produced in Bangladesh. provided certain standards of quality and
productivity can be met, a difference of opinion exists over the rate at which these necessary
improvements can be expected to occur. The consultants submit that it seems most unlikely

* BRAC Donor Consortium RDP 1l Appraisal: Sectoral Suppor: Programs. March 1992:
Jennifer Sebstad.

* Consultancy Report on BRAC's Sericulture Progranune. 1992: M.S. Jolly.

* Developing Bangladesh Sericulture: An Appraisal of BRAC's Proposal 1993-1995. July
1992: Neungpanich Sinchaisri and Sanjay Sinha.
5



that BRAC will approach, let alone attain, its stated target of 765 tonnes of better quality raw
silk by the year 2000.

The consultants submit that unless the proposed interventions are revised 10 focus on
correcting the deficiencies in quality and productivity, there is a real risk that implementation
of the proposed programme would simply result in the production of large quantities of poor
quality, relatively expensive product for which it would be difficull 1o secure 2 profitable
market. Such a project would fail to generale adequaie returns to the target beneficiaries and
would prove financially unsustainable.

2.3.2 Social Aspects

The Draft 2 Proposal provides no specific information about the profile of the existing and
target beneficiaries of the sericulture programme. No account is given of the needs and
resources of these beneficiaries and mznzmp:hasbncnmdcmcxplamhuwm:pmgramm
takes account of these factors.

Beneficiary profile

Since the mid-1980s, BRAC has defined jis target group as those who own less than (.5 acre
of land and who have to sell more than 100 days of labour in a year for survival. Women
have become increasingly important in the RDP interventions because BRAC has found that
working with and for women provides the best opportunity for the achieving socio-economic
improvement in these households. Discussions with BRAC counterparts and field
observations confirm that the sericulture programme is focused exclusively on “landless’
women, but that the varying nature and complexity of the tasks dictates that certain selection
criteria have to govern recruitment into the programme:

. Mulberry tree caretakers have 10 be mobile, prepared o work away from the
household from "dawn till dusk’, and must accept that their caretaking duties will
most likely be difficult to incorporate with domestic work.

¢ Grown-worm rearers have to be mobile and must be able to call on the assistance of
at least one adult helper during the most labour-intensive periods of the rearing cycle:
they must be prepared to invest in rearing houses and equipment (BRAC loans
availabie) and should appreciate that the acuvity involves some financial risk.

. Chawki rearers have to be mobile and must be prepared to commit above average
investment in training, rearing houses and equipment; the work is technically
challenging and involves some financial risk.



. Reeling workers have to be mobile and prepared to undertake technically chalienging
wage work in a factory environment - this is culiurally challenging and not
appropriate for the less empowered women.

The selection of participanis 15 underiaken through BRAC's village organisations - virtually
all of which are women’s groups. Whether or not a woman is selected depends upon her
willingness to underiake the activity as well as her fulfilling the above criteria. In casc there
are more applicants than opportunities for participation in sericulture, the final choice s
made by the village organisation acting as a group.

Divorced, widowed and separaied women are particularly suited 1o the programme because
of their extreme economic insecurity and lack of employment opportunities. It 18 assumed
that because they have no maie support they will be more determined o succeed and will
face less criticism from their families and the community if they are active outside the
household. For similar reasons, households in which women bear the brunt of income
generation - such as in the case of an elderly couple living apart from their children - find
sericulture well suited to their needs. In practice, even these women may be forced to turn 1o
other male relatives (father, brother or son) for security. It would be unreasonable 10 expect
them to be free from dependence on men for their economic or social survival and BRAC

rightly does not insist on such independence.

Table 2.1 presents the consultants” assessment of the socio-economic profile of participants
in the mulberry caretaking and silkworm (both chawki and grown-worm) rearing components
of the programme. It shows that in a typical sericulture household around 38% of the iotal
income is likely to be earned by the woman: in many it 1s substantially higher.

Sericulture information emerging from interviews with 24 rearers during the consultants’
field assessment is detailed in Table 2.2. This shows that the average annual revenue from
sericulture is Tk 2 800 though, for regular rearers. it can lie anywhere in the range Tk | 900
o Tk 10 000. This vields an average net income of around Tk 2 200 within a range of Tk |
400 to Tk 8 000. Given an average of 60-100 (average: 70) person days of rearing per year
(spread over four rearing cycles), this indicates a daily return in the range Tk 23-80 at an
average of Tk 31.50. This compares favourably with the agricultural labour wage of Tk 20-
35 (with an average of Tk 27-30) in most areas.

Given the poor resource base of the target groups, BRAC s support needs to consist of
finance. training. on-going support (extension/learning-by-doing). provision of key inputs and
assistance with marketing the products. BRAC's performance in each of these areas under
RDP 111 has been rather patchy:

. Finance. Overall BRAC has provided loans worth Tk 353 million 1o women in the
sericulture programme. During 1994, some Tk 19.4 million were disbursed 10 3 179

7



women in the programme. The current recovery rate is reported 10 be 99.8%. As in
most of the BRAC credit programme, however, loan recovery is dictated more by the
financial discipline imparted 1o the borrowers than by the performance of the activity
for which the advance was made. Repayments are usually made from all sources of
income available w the borrowing family. The recovery rate, therefore, does not
provide a good indication of the viability of the sericultural activities for which Joans
were made.

Training and extension. To date, nearly 21 000 grown-worm rearers, 2 100
“progressive silk farmers” and 1 100 chawki rearers have received training: well in
excess of the RDP Il target of 15 000 rearers to be involved in the programme by the
end of 1995. Exiension support is provided to these women by 177 POs, with
backstopping from 42 regional sector specialists and 3 zonal sector specialists.
Quantitative assessment of the impact of the training and the effectiveness of the
exiension support needs 1o be based on the marketable yields achieved (i.e. kg of
cocoons of given renditta), but these also depend upon the availability of good quality
DFLs and adequate rearing facilities. The average yield is reported to be 20.5 kg/100
DFL. This is ahead of BRAC's target of 19.5 kg/100 DFL but still well below the
necessary minimum competitive standard of 30-32 kg/100 DFL. Field observation
suggests the main constraints are facilities and inputs rather than training and
extension.

Key inputs. The most critical inputs are high-quality DFLs. without which good
productivity and markegable cocoons cannot be achieved. Throughout RDP (i, BRAC
has been dependent upon BSB for its supplies of DFLs and it is evident that BSB has
not been able 1o provide either the quantity or quality of DFLs required by the project
participants. The RDP |11 budget made provision for BRAC 10 establish its own
grainage in order o become less dependent upon BSB. but this component has slipped
due to a dispute over the land BRAC purchased in Bhaluka. Mymensingh. Although
an additional grainage is under construction in Rajendrapur, BRAC s only operational
grainage is the seed farm ar Shahbazpur (Jamalpur) which released us first supply of
just 17 000 DFLs in March 1995, In an attempt to make up the shortfall, BRAC
imporied 300 000 DFLs from India during [994. Nevertheless. the seed distributed
was 2.| million DFLs. well below the target of 4.0 million DFLs.

Marketing. BRAC provides a guaranieed market for cocoons, subject to generous (i.e.
non-competitive) quality criteria, lo all participants who do not wish 1o sell 1o the
external markets. During 1994, BRAC reeled 42% (177 tonnes) of the 420 tonnes of
cocoons produced, yielding 3.1 tonnes of raw silk. Of this raw silk, over 90% was
consumed by BRAC's own weaving operations.

Field observation shows that the combination of continued dependency upon BSB for the key
input of quality DFLs and the consequent lack of investment in dedicated silkworm rearing
facilities has resulted in the failure to achieve the poential eamings. A prime indicator of
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this is the distinct but relatively small income advantage derived by sericulturists over
agriculural wage workers. Nevertheless, as women in rural Bangladesh are generally
discouraged from undertaking the latter activity, sericulture undoubtedly makes a major
socio-economic contribution to those of BRAC's target group population who are able to
become involved in it.

2.3.3 Economic Aspects

Products and markets

The Draft 2 Proposal does not provide a sufficiently detailed account of the planned
products, their competitive position or BRAC's strategy for marketing these products.

The supplementary Flow chart of silk production (Annex 1.1) provides revised targets for
cocoon production and indicates that although 40% of the target production of 2 400 tonnes
of cocoons would be recled by BRAC in 1996, the proportion will reduce tg just 16% of the
|1 475 wonnes of cocoons that BRAC expects 1o produce in 2000. Despite the
acknowledgements in the Draft 2 Proposal that the reeling sector in Bangladesh has suffered
losses in recent years, no indication is given as to how BRAC will dispose of the cocoons
that cannot be processed by its own reeling units. Moreover, given that the proposal asserts
that rearers need access 10 Jocal reeling facilities and that it is difficult 1o transport the
cocoons over long distances, it is seems uniikely that more distant markets can be considered
viable alternatives.

The provisional estimates™ of domestic cocoon consumption by reelers and spinners in 1994
is about 580 t. About 65-T0% of the total production is derived from the indigenous nistari
silkworm race which yields about 16 kg cocoons per 100 DFL. These cocoons have only
200-350 m of filament and produce a renditza of 18-42 kg cocoons to produce | kg of raw
silk. Almost 90% of the cocoon producers and traders interviewed asserted that these
cocoons were too small and therefore difficult 1o dispose of. The main buyer was the BSB,
which has a mandate to act as a buyer of last resort and therefore applics less stringemt
quality criteria than the private secior or NGO reelers. However, BSB is starved of working
capital and most sellers experienced long delays in receiving payment for their cocoons.

Except for the market distoriion created by BSB (which will be removed through the intended
restructuring of BSB), the domestic demand for the small aistari and other low-grade
cocoons is restricted to the production of coarse raw silk or spun silk yarn (often incorrectly
termed dupion) of 60/80 - 80/100 denier. The bulk of demand is for the larger cocoons
(yielding 700-800 metres filament), produced by improved multivoltine or bivoltine silkworm
races, which can be economically reeled 10 produce 14/16 - 20/22 denier raw silk. Owing o

™ Silk Marketing in Bangladesh. In preparation: Ford Foundation/World Bank.
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the poor quality of the available cocoons. the Bangladesh reeling sector mostly produces poor
quality silk which is very uneven, ranging from 14/16 to 40/42 denier. This product is
unable to compete with the raw silk imports and the demand for domestic raw silk has
decreased rapidly since 1992/93. Almost 70% of the raw silk and silk yarn traders
interviewed opined that katghai and mechanical reeling in Bangladesh would disappear within
five years unless the quality of the cocoons and the efficiency of the reeling operations were
substantially improved. This implies considerable uncertainty about the persistence of a
privaie sector market for BRAC's proposed cocoon production, unless these cocoons
approach international quality standards.

BRAC s proposal is similarly deficient in respect of markeung of raw silk and silk fabrics.
Although BRAC intends to increase ils weaving capacity. no indication is given of the
proportion of the raw silk and spun silk production that these looms will consume.

Domestic raw silk and spun silk production in 1994 is estimated at 30-32 tonnes. of which
about 28 tonnes was consumed by the handloom sector and less than 2 tonnes was taken by
the powerloom sector. It is estimated that an additional 180-210 1onnes of raw silk were
imported in 1994, About 85-90% of the imported raw silk is 19/21 - 20/22 denier, medium
quality (Grade B to 2A) and this is sold for Tk 1.000 - [,130 /kg. This reflects the
preferences of both the handloom and the powerloom sectors, which account for about 85%
and |15% respectively of the estimated 1994 output of 4.1-5.7 million metres of fabric

The handloom weavers in greater Rajshahi account for up 10 60% of the towal domestic
production of silk fabric. Their preference is for 20/22 denier Grade 2A Chinese raw silk for
both warp and weft, mostly for the production of kurathan. Although these weavers also
consume about 80% of the domestic raw silk production, they are mostly looking for 60/80 -
80/100 denier for the production of “dupion”, motka. endi sateen and similar specialist
fabrics. The handloom weavers of Mirpur account for about 30% of raw silk consumption
and they mostly produce brocade katan and benarasi. for which they also prefer 20/22 denier
Grade A to 2A Chinese raw silk for both warp and weft. For low priced sarees they will use
Vietsamese or local raw silk of 20/22 - 50/70 denier of any grade providing the price is low
cnough. These weavers commented that sales of traditional (heavy) sarees have declined even
during the popular Eid season and many are now looking 1o move into high-value, light-
weight “fashion” (Indian style) saree production. This will result in reduced demand for
anything other than 14/16 - 20/22 denier raw silk. Finally, the powerloom sector is virtually
dependent upon imported raw silk and output increased 88% in 1994 o 768 000 merres.
About 90% of powerloom production is for sarees and uses 20/22 denier for both warp and
weft. Warp yarn is 95% Chinese. Weft yarn is sourced from China, Vietnam and Korea,
with Bangladesh raw silk accounting for just 2-5%.
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Given that about 90% of the domesiic demand for raw silk is for 20/22d Grade A or better
and that this is currently satisfied by imports from China. Vietnam and Korea priced at Tk
1,000-1,300/kg. it is difficult 1o accept that BRAC will be able 1o improve both quality and
productivity sufficiently 1o enable it 10 compele successfully in this market before 1998.
Similarly, although BRAC s target production of 765 wonnes of raw silk could be readily
consumed by neighbouring countries, this would be contingent upon roughly similar quality
standards being obtained. The consuitants therefore submit that BRAC does not have
reasonable grounds to suppose that a sufficient market exists for its raw silk unless significant
quality and productivity improvements can be achieved within the first three years of the
proposed project.

Even if BRAC elecied 10 weave all the raw silk produced by the proposed project, it is far
from clear that the proposed strategy of marketing the fabric through Aarong would suffice.
According to the proposal. Aarong currently consumes about 325 000 metres of fabric per
year. Yet m 1996 BRAC pians to produce enough raw silk to weave 2-3 million metres and
this could increase w 13-19 million metres in the year 2000. Given that only about 10% of
the current domestic market is for the heavier fabrics that could be produced from lower
quality raw silk, and that there is little demand for such products in neighbouring couniries.
it is not clear how this volume of fabric could be marketed. Moreover, notwithstanding the
opening of new branches in London and Vancouver, there appear to be no marketing studies
produced by BRAC in support of the assumption that Aarong would be able 10 export this
volume of such specialist products

Financing needs

The financing needs of the major components of the sericulture programme remaining in
Draft 2 Proposal (Budget Draft 14) are summarised in Table 2.3.

Staff and staff training
Salaries have been budgeted in accordance with BRAC's normal payment structure and
training and transport costs have been provided for respectively 10% and 30% of salary costs
n accordance with well established BRAC norms. Subject to the overall management review
of BRAC, these provisions appear reasonable. The overall numbers of exiension and -
managerial staff also seem appropriate 10 the needs of the project - except the number of
grainage assistants. Only one assistant per grainage has been provided for. but in order 1o
ensure the maintenance of proper, hygienic production conditions and testing procedures for
the production of disease-free silkworm eggs (DFLs). in the opinion of the consultants. at
least two assistants should be deployed at each grainage.

Tree plantation and replacement
The number of mulberry trees already planted far exceeds that required for any reasonable

level of silk production attainable over the next five years (this is discussed in the following
section). Given that this is the case, there is little justification for this line item. If additional
mulberry saplings are to be planted, however, Tk 3 per tree is a reasonable unit cost.
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Training of sericulturists

The number of persons (women) to be trained, particularly as rearers. has to be questioned in
the context of the overall production and productivity targets set for the programme.
However, the unit costs for all training programmes appear reasonable. Progressive silk
farmers and chawki rearers will attend residential courses at the Sericulture Resource Centres
whereas grown-worm rearers will be trained at Area Offices. Training costs include
materials, board and lodging in the former case and materiais plus one meal per day for
rearers under training. No stipends are to be paid.

Training of reeling workers

The training of reeling workers is an expensive proposition because a valuable raw material
(cocoons) has to be used without much usable raw silk output in the initial stages. It is for
this reason that the training process needs to be carefully monitored by unit managers. As
trainfg progresses, a betier output is obtained and this may be sold 1o contribute to the
revenues of the unit. The provision of training costs of Tk 10 000 per worker appear
reasonable, though careful monitoring will still be required 10 maintain the operational
efficiency of the reeling units in spite of the training of workers. Thus, no more than a few
workers should be trained at any unit at one time in order to avoid burdening the operation
with an excess production of waste silk or unsaleable raw silk.

Training of nursery farmers and bush plantation farmers :
As the consultants do not recommend the retention of the moriculture components of the

programme, the training of these farmers is considered unnecessary.

Chawki rearing cenires
BRAC has projected the need for | 000 chawki rearing centres of 10 000 DFL capacity. This
will create an overall chawki rearing capacity of 10 million DFLs, sufficient - on the basis of
BRAC’s arget levels of output and productivity - for just 26% of overall production by the
year 2000. Part 2 of the Economic Model (Annex 2.2) for a revised sericulture programme
shows that it should be possible 10 establish chawki rearing centres of 16 000 DFL capacity
at the same capital cost. In any case, this is the minimum capacity at which a chawki rearing
centre will be financially viable.

Sericulture Resource Centres

These are being established in order to meet the needs for training large numbers of
sericulturists as well as extension swaff. They consist of training halls: accommodation for 20
trainees, 2 trainers and support siaff; rearing houses: and attached mulberry bush plantations,
covering a towal of 0,81-1.20 hectares of land. The provision of Tk 5 million per centres and
the establishment of 3 such centres is reasonable for a programme of this scale.

Research and Development

This is mainly for the purpose of field testing and undertaking adapuive trials of vareties of
mulberry and races of silkworm that have already been, or will be. acquired from India and
China. An income guarantee scheme for the rearers who agree 1o participate in the
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programme is a necessary provision. The variable experience with imporied DFLs makes
apparent that such testing is necessary and the provision made in the budget is not excessive

for this purpose.

Head Office Logistics and Management
This has been provided for at the rate of 10% of field - staff and investment - costs included

in the above account heads. It covers all head office management salaries and overhead costs
incurred on the sericulture programme. This follows the pattern eswablished by BRAC for the
entire proposal and, as in the case of staff salaries and training, it is acceptable subject o the
overall management appraisal of the organisation.

Grainage

Grainage investments and costs have been subjected 1o stringent economic viability analysis.
From Part | of the Economic Model (Annex 2.2) it is apparent that a grainage of 1 million
DFL capacity requiring an investment of Tk 10 million is economically viable (economic rate
of return over 16%). However, this ERR is obtained only at a selling price of Tk 300 per
100 DFLs and not at the Tk 100 per 100 DFLs costed by BRAC in their Revised Budget

Draft 14.

Reeling Units

These were subjected 1o similar economic viability analysis. However, it soon became
apparent that the 9 tonnes (per year) capacity units would not be viable at any realistic levels
of raw material costs paid and outpur prices obiained. These units are highly sensitive o
changes in the prices of raw silk and if cocoon prices paid by BRAC improve 1o Tk 70 per
kg. as projected by the consultants, a 9-tonne unit needing an investment of Tk 7.5 million
cannot be viable at a raw silk price of Tk 1 100 per kg. In order to obtain higher raw silk
prices, not only would raw silk quality have 10 improve considerably but the international
prices of this commodity would have 1o improve considerably as well. Neither of these
events is likely in the short ierm of 1-2 years and BRAC's business plan for the reeling units

is therefore unrealistic.

Financing mechanisms e

At present. there are just Iwo mechanisms proposed for financing the sericuliure programme.
These are grant funding by BRAC's Donor Consortium and the recovery of service charges
from the silkworm rearers. All the programme components discussed above are to be funded
by the Donor Consortium subject to the deduction of targets for the collection of service

charges from the overall 1oals for the programme, rather than from any specific component.

While earlier service charges were levied on the number and age of mulberry trees allocaied
to rearers, due 10 a disappointing experience in determining and agreeing the age of trees
with rearers, BRAC now proposes to levy service charges on the much less controversial
basis of DFLs reared by each participant. The level of charges indicated by BRAC -
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increasing from Tk 30 per 100 DFLs in 1996 10 Tk 50 per 100 DFLs in 1998 - is refatively
moderate and unlikely 10 have any major adverse impact on the viability of rearing.
However, according to BRAC's estimates, this yields service charge collections increasing
from Tk 3.35 million in 1996 up to Tk 22.9 million in the year 2000. Over the five years of
the proposed RDP IV, the estimated aggregate service charge collections amount 1o Tk 72.3
million, just 12% of the overall (inflation adjusted) budget of Tk 596 million estimated by
BRAC. It is apparent from the summary (Table 2.3) that this level of cost recovery will not
even provide for the staff salary and staff training component of the budget.

In addition, BRAC has indicated informally that some manufacturing components - such as
the spun silk mill, weaving factory and dyeing and printing unit - included in earlier versions
of the proposal will now be funded from commercial sources when the programme starts o
generate sufficient quantities of raw materials and the market shows a reasonable response 1o

BRAC/Aarong's promotional efforts.

The commercial funding of the other components of the project is not possible at this stage
because. in the absence of an established and smoothly functioning infrastructure, sericulture
investments would still be seen as an extremely high risk proposition. It is expected that a
few years into the project BRAC will have acquired the necessary experience and
demonstrated the economic viability of activities such as silk recling and grainage. and 1t will
then become much easier 1o attract commercial funding.

Budget review

Analysis of the budget allocations (see Table 2.3) shows that the overall allocation to staff
salaries, travel and training costs is 13.5% of the overall budget (Draft 14) proposed by
BRAC. It is apparent from the staffing pattern indicated that a major extension effort is
envisaged. In addition. around 11% of the total is allocated 10 the training of sericulturists
and another 2.7% to Sericulture Resource Centres. To the extent that these expenses can be
expected to contribute to major improvements in the adoption of technically appropriate
rearing practices and processing techniques, the allocation of around 27% of the ol budget
is reasonable.

The investments necessary for production of good quality DFLs, on the one hand. and the
reeling of strong. uniform raw silk, on the other. are highly capital intensive. Given that this
15 the case, the allocation of a substantial proportion (40%) of the total budget o these
investments is inevitable. As already indicated, however, the consultants do not consider

further investments in mulberry planting to be necessary.
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2.3.4 Institutional Aspects
Sericulture Division business plan

The Draft 2 Proposal does not present a comprehensive business plan for the sericulture
division which projects investments, phasing. cosis of production and output. It docs specily
the projected growth of the programme over the period 1995-2000 in terms of DFLs
distributed, cocoons produced and the numbers of rearers, together with cost recovery
projections based on 2 service charge for the guantity of DFLs utilised. It also provides a

budget summary for the proposed investments.

The supplememary Flow char of silk production (Annex 2.1) presents the importamt
technical coefficients for the project. The coefficients adopted by BRAC do not provide a
satisfactory basis for a financially sustainable sericulture project on the scale proposed, for
the followmg reasons:

. BRAC envisages a gradual improvement in renditta’’ from 20 kg in 1996 10 15 kg in
1999 and 2000, In order w0 minimise the period of operating at a loss. and to have
any realisuc prospect of competing successfully against producers in India and
Thailand, BRAC must achieve a renditta of around 10 kg (cocoons per kg of raw silk)
as qguickly as possible.

. BRAC anticipates that rearers will improve their cocoon yields from about 24 kg per
100 DFLs in 1996 w0 30 kg per 100 DFLs in 1999, If the sericulture secior is 10 be
financially sustainable it must become competitive: this implies that rearers must be
prepared 1o accept about Tk 70 per kg for cocoons with renditta of less than 11 kg. In
order 1o generale a reasonable return to labour at this price, the rearers must achieve
yields in excess of 30 kg per 100 DFLs.

. Under these constrainis, rearers will also need 10 operaie at a minimum scale of 400
DFLs per year if they are 10 generate a return on their investment in rearing houses
and equipment. erheﬂﬂﬁﬂphnuﬂmrhuﬂmmkafmmmumhc
achieved until 1998, which is 100 late.

. In Bangladesh it requires about 26 kg of mulberry leaf to produce | kg of cocoon.
compared 10 18 kg in India and 13-15 kg wn Japan. China and Vietnam. Yet the flow
chart indicates that BRAC rearers will require 33.3 - 38.5 kg. As a result, BRAC has
greatly overestimated the number of mulberry trees that are likely w0 be required w0
produce any given guantity of cocoons.

" The quantity of cocoons (in kg) required 10 produce 1 kg of raw silk.
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. Despite the considerable difficulties BRAC has experienced in securing sufficient
good quality DFLs for distribution to rearers. the plan indicates that BRAC intends to
supply only 55-78% of the programme requirements from its own grainages until
1999. This obviously presents a risk of repeaning the RDP 11l failure 1o ensure that
adequate supplies of DFLs are available for distribution to rearers.

Individual business plans for grainages. chawki rearing centres and reeling units were
obtained, separately from the Draft 2 Proposal, by the consultants from their BRAC
counterparts. Some comments on these business plans were made in the previous section. It
is apparent that BRAC did not make a rigorous attempt to assess its consolidated sericulture
programme from a commercial or economic point of view. The business plans do not reflect
a consistent approach to such overhead provisions as maintenance costs for buildings and
machinery, depreciation and interest charges (whether notional or not). This can be seen
from”the following comparison of the provisions made:

Expenditure Grainages Chawki Rearing Reeling Unis

Category Centres i

Maintenance and No provision No provision Included

repiacement

Depreciation Basis unspecified Buildings 5% Buildings 4%
Machinery 10%

Interest charges None Included Included

Further, there are inconsistencies in the estimation of major direct cost and revenue
categories. Thus. the revenue of the grainages has been seriously underestimated by assuming
a price of Tk 1 per DFL - an unrealistically low estimate by any consideration. The chawki
rearing centre business plan, on the other hand, contains neither any provision for the cost of
the DFLs obtained from the grainages nor, by extension. for the incubation and disease
losses in the process of rearing chawkis. Similarly, the reeling units are assumed 1o be
purchasing cocoons at Tk 50 per kg - also unrealistically low. If investments are 1o take
place in silkworm rearing and if consequent cocoon quality improvements to internationally
competitive levels are o take place. then a significant increase in cocoon prices will be
necessary.

As the BRAC business plans only show cash flows over a short (three year) period - with
neither static calculations of returns on invesiments nor dynamic indicators (such as economic
rates of return) - the effects of underestimating costs and revenues have not been reflected in
the business plans. Thus, even with the assumption that these business plans contributed 0
BRAC’s decision making, in practice the Draft 2 Proposal provides no indication of the
commercial or economic viability of the sericulture programme upon which BRAC could
have reached a decision.
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Securing Key inpuls

The key input for the proposed programme is an adequate supply of disease-free eggs (DFLs)
of consistently high quality. The Draft 2 Proposal and the Flow chart of silk production
(Annex 2.1). inter alia, clearly indicate that BRAC intends 1o rely mostly on DFLs imported
from India and China to make up the shorifall from its own gramnages. This strategy has
evolved in response to BRAC's experience during RDP 111 that the BSB grainages suffer
from inadequate disease control. low quality eggs. badly managed hybrid seed production.
uneconomic price setting and nonfunctional cold storage facilities.

Whilst the consultants strongly support BRAC s intention to move away from reliance upon
BSB for provision of DFLs, there must be some doubts over the feasibility of BRAC
producing or importing DFLs on the scale envisaged in the proposal. To date, BRAC has
imporied about 300 000 DFLs from India and its experience in commercial grainage is
limited to an initial distribution of just 17 000 DFLs from the Shahbazpur grainage in March
1995. The suitability of BRAC’s own DFLs cannot be assessed because the cocoons have not
vet been harvested. The impact of the DFLs imported from India was mixed: although the
draft proposal states that “some rearers obtained yields on the order of 50 kg". the field
survey revealed that a significant proportion of rearers lost the entire crop. This simply
reflecis the fact that improved silkworms from India are not necessarily adapied to the
rearing environments currently provided by the majority of BRAC rearers in Bangladesh. Yet
faced with (i) unproven internal capacity to provide adequate DFLs, (ii) a significant shortfall
(48%) during RDP 11l despite imporuing DFLs and (iii) proof that imported DFLs may not
be suitable for ceriain rearing seasons, BRAC claims that it will be able 1o supply 3.5 million
DFLs in 1996 and 20 million in 1998.

Infrastructure and human resources for industrialization of silk production™

Although not described in sufficient detail in the Draft 2 Proposal. the necessary
infrastructure for commercial-scale grainages and reeling facilities has been well thought out
by BRAC and presented in the form of separate budgets (discussed above). The consulants
agree that these budgets make appropriate provision for the establishment of the necessary
infrastructure.

While the budget also provides for reasonable numbers of operational swaff for this
infrastructure (except in the case of grainage assistamis. as discussed above). management
issues and the human resources aspect of the utilisation of this infrastructure has not been
adequaicly addressed. As already discussed, observations made by the consultants during the

* Note that the draft two proposal refers to the establishment of a spun silk mill and
a modern weaving factory. BRAC subsequently withdrew these componenis from the
sericulture sector programme proposal for RDP IV.
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field assessment indicate a lack of management experience at all levels of the programme. It
is apparent that a far more systematic and interactive approach to programme monitoring and
management will be required than has been practised so far. Thus, it is apparent that much
of the information that is generated at present is not used to inform decision making. Two
examples of this are:

. Grainage invesiments. BRAC are currently in the process of establishing a grainage at
Jamalpur. Instead of a close monitoring from head office of the costs of establishing
the grainage, it is apparent that the information is not even being maintained
separately. Indeed, the accounts at the Area Office level show much of the invesiment
made in this facility under the comprehensive (but misleading) heading, "Bush
plantations”.

® * Reeling unit profitability. Five of the six reeling units also provide training 10 new
workers. While this performs a social function in imparting skills to the community. it
also confounds reeling unit accounts because it becomes impossible to monitor the
quantity of cocoons used for actual production and that used for training purposes. As
the training function is not being physically or financially separated from production.
it would appear that large quantities of cocoons are being writien off without any real
accountability. This results in extremely high levels of renditta (around 35-40
compared to 10 reported in more efficient reeling centres in India using similar levels
of technology. and 22.9 reported by BRAC's own Manikganj reeling unit - see Table
2.4). At present, renditta levels are not even being monitored by BRAC and thus
there is no real indication of the losses, if any, being incurred in the reeling activities.

Technical viability and constraints

The draft two proposal provides neither a systematic account of what BRAC has learned
from RDP IlI in respect of the technical viability and constraints the sericulture programme,
nor a sufficiently demiled plan for alleviating the constraints and improving technical
performance. The following is therefore based on such information as could be gleaned in the
time available. A summary of BRAC's targets and actual achievements under RDP 111 is

presented in Table 2.5,

Muiberrv

BRAC has made excellent progress in achieving its targets for planting roadside mulberry
saplings. reaching a total of 21 million trees by the end of 1994, and it is anticipated that
about 9.8 million mature trees will be available for silkworm rearing in 1995. However, the
area of bush plantation remains small: 40 ha in the Nilphamari, Syedpur area and 18 ha in
Sylhet, together with small plantations at BRAC's grainages in Shajadpur and Bhaluka. As a
result, mulberry yields are low - 18-22 vha/yr - and maost of the leaves have low nutritional
value. This compares with competitors’ production of 24-45 t/ha/yr of high quality leaf. A
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consequence of the low yiclds is that there are frequent shortages of good quality leaf during
the mos: favourable rearing seasons (Agrahayvani and Chaita).

In almost all the major sericulture countries, mulberry is cultivaied almost exclusively in the
form of bush plantations at a density of 3 000-12 000 plants per hectare. A system of
pruning 1s adopied which ensures the synchronised production of leaves of uniform quality
that has proved essential for stabilising cocoon yields. The leaves of bush mulberry also have
a higher moisture content and other characteristics that favour the growth of young
silkworms and it is quite common for separate bush plantations to be specially maintained for
chawki rearing. In addition. the regular basal pruning mostly eliminates potential mulberry
pests such as stem borers and scale insects. Bush plantations tend 1o produce maximum
returns from the land. Unfornately, the bushes have comparatively shallow rooting sysiems
and therefore yield poorly during the dry season and are susceptible 10 drought damage.

The preponderance of roadside mulberry plantations is a characteristic of the revival of
interest in sericulture in Bangladesh. The use of roadside land avoids competition with most
other crops and has put an unexploited resource to productive use. Once well established.
mulberry can be expected to thrive in roadside habitats, where it benefits from maximum
exposure to sunlight, and the decp rooting system of mulberry trees should ensure that they
are drought tolerant and remain reasonably productive during the dry season. The main
disadvantage of roadside tree plantations is that the leaves tend to be too tough, with a water
content that is 100 low for optimal rearing of young silkworms. In this respect it should be
noted that although mulberry was traditionally cultivated along roads and field boundaries in
the Jammu region of India, bush cultivation has been successfully promoied on these
marginal lands since 1988.

Although the present low yields of mulberry can be compensaied for by more exiensive
muiberry cultivation (at the cost of the increased labour needed to harvest and transport the
leaves over a greater distance), the low nutritional value of the leaves inevitably will be
reflected in lower cocoon yields and smaller cocoons. Thz consultants submit that the
problem must instead be addressed by (i) ensuring that chawki rearing is based solely on high
quality mulberry leaves harvesied from specially established bush plantations: and (i1)
improving both the yield and the nutritional value of leaves from the roadside plamatipns
through improved pruning and judicious applications of compost. manure and fertiliser.

BRAC's proposal does state that this is the strategy that will be adopted during RDP IV. But
the supplementary Flow chan of silk producrion Annex 2.1) fails 1o take account of the fact
that, if productivity and leaf quality is improved, the number of mulberry trees needed for
sericulture will be far less than proposed: the production of even 765 tonnes of raw silk
should require no more than 13-15 million trees rather than the 27 million envisaged by
BRAC. As at least 14 million productive trees are expected o become available before the
end of 1995, there appears to be no justification for BRAC's continued emphasis on

mulberry sapling production and roadside planting.



Grainage

Based on the supplementary information provided by BRAC counterparts, the proposals for
the establishment of grainages and for routine pebrine inspection to ensure quality are
technically sound and are fully endorsed by the consuliants. However, the consultants are
unable to endorse BRAC's proposal that even greater production of DFLs should be
obtained through the use of contract farmers (outgrowers) to produce the bulk of the seed
cocoons. Unless these outgrowers use rearing houses of much better quality and adopt
exemplary rearing techniques - neither of which appears practicable or probable in the short
term - there is too high a risk that any greatly increased scale of production will be
accompanied by increased incidence of disease and widespread failure of DFL production.

This risk would be best managed by ensuring that the scale of the grainage operation is
dictated by the availability of the necessary physical and skill resources, rather than simply
by the demand for DFLs. The appropriate course of action would be for BRAC o scale-
down its proposed scale of rearing operations 10 the level at which it can be largely self-
sufficient in DFL production, with perhaps occasional imports of good quality DFLs of
suitably adapted silkworm varieties from, for example. West Bengal.

Chawki rearing

BRAC’s proposal clearly acknowledges that organized chawki rearing centres, with good
mulberry bush plantations and a better standard of rearing facilities, are essential for bringing
about the necessary improvements in cocoon quality and productivity in the shortest possible
ume. However, field observation confirms that BRAC has not yet developed or implemented
an appropriale system for the proposed rapid expansion of chawki rearing in Bangladesh. At
present, the majority of chawki rearers appear to have been selected solely on the basis of
enthusiasm and aptitude - they do not have access (0 bush mulberry and the standard of their
rearing houses is little better than that of their non-chawki sericulturist neighbours.

Unless the proposed expansion of chawki rearing is clearly linked to substantial
improvements in the rearing houses. equipment, training and extension support made
available to these women, there is a risk that a substantial proportion of the improved DFLs
entering the system will simply be wasted. The consultants submit that this problem would be
best avoided by substantially reducing the proposed scale of the rearing operations 1w ensure
that available resources can be concentrated to ensure good results, rather than being spread
oo thinly.

Grown-worm rearing (cocoon production)
Other than through the distribution of chawkis of improved silkworm races. BRAC' proposal
makes no clear provision for improving the quality of the cocoons or the productivity (and

hence income) of the silkworm rearers. This is because the main requirement is for loans to
enable the rearers to establish bener rearing houses and acquire other necessary inputs. These

20



loans do not feature in the sericulture sector budget but are included in the general credit
component of BRAC's programmes. The consultants have not had the opportunity to
disaggregate these data, but suggest thas the average loan is approximately Tk 6 000.

Al present, a combination of overcrowding, inadequate ventilaiion and rearing buildings ili-
suited 1o effective sanitary management of the livestock inevitably leads to reduced cocoon
yiclds. Based on BRAC's calculations, productivity is about 20.5 kg cocoons per 100 DFLs
with renditta in excess of 20 kg cocoon to produce | kg raw silk. This compares poorly with
the minimum necessary competitive standard of 32 kg cocoons per 100 DFL with renditta

less than 11 kg.

The consultants are therefore particularly concerned 1o note that BRAC s supplememary Flow
chart of silk production (Annex 2.1) does not take into account the productivity coefficients
that must be attained if the sericulture sector programme is 10 be economically sustainable.
The stated target for 1996 is 24 kg/100 DFL with a renditta of 20 kg. improving to 30
kg/100 DFL and renditta 15 kg by the year 2000. Unless the rearers are able 10 exceed
BRAC's targets by a considerable margin, it seems most uniikely that BRAC s target
production of 765 tonnes of raw silk could be sold at a competitive price without incurring
considerable financial loss.

It is evident from the RDP Half-Yearly Reports and Annex 2.1 that BRAC has adopied a
policy of setting targets on the basis of what it believes is attainable for a given scale of
operation, rather than by reference to the realities of the competitive market. The consultants
submit that this 1s not a tenable approach and that approaching such targets may simply
generate 3 false sense of security and confidence within BRAC. The scale of the problem is
tllustrated below:

Comparison of Actual Performance with Targets, 1994,

Actual BRAC % of Competitive | % of
Target BRAC Target Competitive
(RDP I11) Target Target
Rearers 11,000 10,500 95.5 N/A N/A
DFLs 21 4.0 52.5 4.4 47.7
distributed
(millions)
Cocoon 420 781 53.7 1.408 29.8
(1onnes)
Raw silk 19.1 46.0 41.5 140.8 13.6
{tonnes)




Thus, whereas BRAC's RDP Half Yearly Report for June 1994 states that cocoon production
and raw silk production are 98% and 83 % of the respective targets, this reflects a history of
pragmatic downward revisions of the targets stated in the RDP Il Project Document. The
actual situation is far less encouraging, with BRAC so far having auained just [4% of the
productivity necessary to offer real hope of successful competition.

This result does not suggest that BRAC's sericulture project under RDP [11 has failed. But it
does indicate the need to consolidate the substantial progress that has been made, by
concentrating on bringing about improvements in productivity rather than on large-scale
extension of the present inefficient production systems. The consultants are therefore unable
to endorse BRAC's proposal o increase the number of silkworm rearers 10 95 600 by the

year 2000.

Reeltg

According to the Draft 2 Proposal, BRAC intends to set up reeling faciories that use semi-
automatic and automatic looms, with most of the funds (70%) coming from.commercial
sources. From Annex 2.1 it is clear that BRAC envisages these facilities eventually attaining
a renditta of 15 kg of cocoons for | kg silk which, as discussed above, does not reflect a
competitive level of productivity. This indicates that BRAC's reeling operations will incur
financial losses unless BRAC depresses the price of cocoons, so reducing the potential
returns to the target beneficiaries in order to subsidise the reeling losses. Neither BRAC nor

the consultants regard this as an acceptable option.

During 1994, BRAC records indicate that 177 tonnes (42.1 % of the production of 420
tonnes) of cocoons were reeled at BRAC's facilities in Jamalpur, Sherpur, Kushtia. Atghoria,
Taraganj and Manikganj, at an average renditta of 33.2 kg. However, it is apparent from the
ricld assessment (and subsequent data analysis) that the reeling cenire accounts and
management information systems (MIS) are far from satisfactory and that inventory control is
also a neglected area. Moreover, ar virtually all the centres, the raining function is mixed up
with production and this makes it impossibie to assess overall productivity and financial
performance. The best available indicator of the actual productivity is provided by the record
for Manikganj, where no training was conducted and the rendita was 22.9 kg. It therefore
appears that BRAC's reeling centres are incurring financial losses: this is certainly the case
for Jamalpur and Sherpur but insufficient data were available to assess the other centres.

Given the present decline of the Bangladesh reeling sector - caused by the lack of good
quality cocoons and competition from imported raw silk - it is possible that much external
reeling capacity will be lost before BRAC is able 10 generate adequate supplies of good
quality cocoons. Therefore, in order to preserve a2 market for these cocoons until confidence
returns to the reeling sector, BRAC needs to develop the capacity to reel a significam
proportion of its cocoon production, but this should not be undertaken as a loss-making



"holding” operation. BRAC therefore needs to focus its reeling efforts on obtaining good silk
recovery from good quality cocoons, and that means selting an economically realistc warget
of achieving an average renditta of 10 kg cocoons per | kg of raw silk by the year 2000.

Training and Exiension

The RDP IV Project Proposal (Draft 2) simply states that BRAC will (i) continue its raming
programme; (ii) establish more Sericulture Resources Centres (SRCs) for this purpose; (iil)
look at ways to do training at the village level using demonstration units; and (iv) continue 10
send its personnel 1o different institutions (such as Rajshahi, India and China) for training.

The Revised Budget (Draft 14) indicates the following training components:

Training Component Number of persons/units Total Cost (Tk millions)
Program Assistant training | 300 .75

Staff Traming & Not specified 1.97

Developmem

Training Abroad Not specified 5.00

Progressive Silk Farmers 5250 11.03

Chawki Rearers 5250 5.51

Silkworm Rearers 52 500 15.75

Reeling Workers 250 2.50

Sapling Nursery Farmers 950 0.14

Mulberry Bush Cultivators | Not specified 25.00

Sericulture Resource 3 15.00 1
Centres

To date, nearly 21 000 grown-worm rearers, 2 100 progressive silk farmers and 1 100
chawki rearers have received training: well in excess of the RDP [l warget of |5 000 rearers
10 be involved in the programme by the end of 1995. Exiension support is provided to these
women by 177 Project Officers, with backstopping from 42 regional sector specialists and 3
zonal sector specialists.

Training and client-responsive extension are areas in which BRAC excels and the consultants

have no doubt that highly motivated and competent extension staff provide a good transfer of
acquired knowledge through the farmer training and follow-up programmes. However, at
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present, only small quantities of silkworms are used for training and the rearing cycle is
compressed - this approach is more like a demonstration rather than intensive practical
training and it may not suffice for the development of commercially competitive
sericulturists. More significantly. the low level of capital investment amongst the farmers
inevitably results in significant differences between the training and production environments.,
with the result that most of the farmers do not have the opportunity 10 put their training into
practice.

There is a limit to what training alone can achieve and the consultants submit that further
advancement is contingent upon better rearing facilities, more inputs (such as quality DFLs)
and continued cxtension support rather than a greatly extended programme of training. The
number of women 10 be trained, particularly as rearers, has to be questioned in view of the
need to review the overall production and productivity targets set for the programme.

The BRAC proposal also makes provision for training of 250 recling workers. This trraming
is inevitably an expensive proposition because valuable raw material (cocoons) has to be used
without generating much usable raw silk output in the initial stages. It is fos this reason that
the recling training process needs 10 be much more carefully monitored by unit managers. As
training progresses, a better quality output is obtained and this can coniribute to the revenues
of the regling unit. Nevertheless, no more than a few workers should be trained at any unit at
one time, in order 10 avoid burdening the operation with an excess production of wasie silk
or unsaleable raw silk.

2.3.5 Environmental Aspects

BRAC's RDP 1V Project Proposal (Draft 2) does not present a satisfactory assessment of the
anticipated environmental impact of the project.

The consultants considered producing an Initial Environmental Examination (IEE). but
msufficient ume was available 1o undertake a more exiensive field programme to collect the
necessary data. Nevertheless, the following information may suffice for purposes of
environmenial screening and the identification of mitigation measures.

Moriculture

Mulberry is indigenous 1o Bangladesh, so the project does not introduce any new risks w
ecological stability. When grown on roadside verges and other unused land, mulberry trees
have a beneficial environmental impact. As a perennial crop with good foliage and extensive
root system, mulberry contributes to soil conservation by providing a stabilising influence
against wind and water erosion. The tmber prunings provide useful fue! wood and this both
reduces pressure on other slower growing woody species and on the need 10 use valuable
manure as a fuel. When not needed for silkworm rearing, the mulberry leaves provided
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excellent fodder (especially for milch animals) and this may reduce grazing pressure on other
fodder supplies.

Although mulberry responds well 1o fentiliser, and producers are encouraged 10 use
fertilisers, more emphasis is placed on the use of manure and compost because this resuits in
the best quality leaf. The quantity of fertiliser recommended and actually used s very small
in comparison with that used for sugarcane. rice or wheat. Similarly, although mulberry is
susceptible to certain pests and fungal diseases. virtually no pesticides are used in the
cultivation of mulberry because silkworms are extremely sensitive 1o pesticide residues (for
example, they are even seriously affected by tobacco plauts flowering within 500 meires of
the rearing house).

Sericulture

Silkworms have been reared continuously in Bangladesh for hundreds of years, so the project
does not introduce any new risks to ecological stability. Silkworms and silk moths arc
completely domesticated animals and are dependent upon humans for their survival: the
moths have lost the capacity to fly and the silkworms will starve rather than wander more
than about | metre in search of the mulberry leaves which are their only food. Sericuliure
therefore presents no risks at all w any other crops or natural plant biodiversity.

The waste from rearing silkworms is hygienically safe and can be used as a valuable source
of organic maiter for other crops. The only environmental hazards associated with sericuliure
are those associaied with the prophylactic use of formalin and bleach to reduce the risk of
silkworm diseases. These hazards should be avoided by ensuring that the rearing house 1s not
used for other purposes, particularly as sleeping quariers or food stores, and by adopting safe
practices and sensible protective clothing (e.g. mask and gloves) when handling these
chemicals.

Sitk production

The processing of the cocoons to produce raw silk can have some adverse impacts on the
environment and on human health. Cocoon reeling requires the use of hot water, ofien using
scarce timber as fuel. Cocoon drying and reeling operations that are dependent upon fuel
wood should be associated with a mitigating component involving the establishment and
sustainable harvesting of wood for this specific purpose.

The constant immersion of reeling workers” hands in hot water contaminated with the gum
(sericin) from the cocoons can cause dermatitis. It is also reporied that working with the fine
silk filaments under poor lighting can cause eye strain and headaches. Reeling and weaving
should be regarded as workshop operations and should be subject 1o appropriate inspectorate
standards.



The production of finished silk fabric involves the use of bleaching agents (usually hydrogen
peroxide), acids, dyes, mordants and fixatives, some of which are potentially hazardous 10
health. Suitable handling precautions and appropriate protective clothing should be used. The
frequent rinsing of the silk can result in localised ground water pollution if correct drainage
facilities are not fitted to the dye houses and weaving units.

In many countries, reeling and weaving are operations mainly carried out by young children.
BRAC should therefore ensure that donors’ concerns over the issue of child labour are
specifically addressed and, as a minimum, should ensure that adequate opportunities are
available for school attendance, recreation and other important social interactions.

2.4 Recommendations for a Revised (Draft 3) Proposal
2.4.1 Revised Project Targets and Budget

The consultants are concerned that BRAC's proposed production targets are.too ambitious.
The consultants agree that, in ume, the producers in Bangladesh should be able 10 increase
their productivity and improve quality to the standards necessary to ensure that 765 tonnes of
raw silk can be marketed successfully. However, a difference of opinion exists over the raie
at which these improvements can be expected 1o occur - with the consultants asserting that it
seems most unlikely that BRAC would approach. let alone auain, this target by the vear
2000. Nevertheless, the consultants are sensitive 10 BRAC's insistence that the possibility of
rapid improvement should not be constrained by lack of essential infrastructure or funds.

The consultants and BRAC have therefore agreed" that a clear distinction should be made
between the project targets (as recognised for monitoring and evaluation purposes) and the
actual scale of production. The suggested revised targets are based on an assessment of what
the consultants believe BRAC might reasonably expect to achieve - i.e. 28 tonnes of raw silk
in 1996, increasing to 180 tonnes in the year 2000. However, the consultants propose leaving
BRAC to determine the actual scale of production. subject 10 a maximum of that indicated by
a one-year slippage in BRAC's Flow charr of silk production. Thus. BRAC will have access
to sufficient facilities and materials to enable it to achieve a production of about 125 onnes
in 1997 (BRAC's target for 1996) and 250 tonnes in 1998 (BRAC's target for 1997). but the
yardstick for project performance would be the consultans” argets of 48 tonnes and 82
tonnes for those years. This approach therefore enables BRAC 10 accelerate the programme
wowitrds the ambitious scale of production indicated in the Flow chart of silk production if ut

auains the higher levels of output.

** The consultants’ recommendations were welcomed and accepted by Mr Abed at a meeting
at BRAC HQ on Monday 10 April, 1995.
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The consultants therefore recommend that the revised project should comprise two phases: a
five-year phase of consolidation (1996-2000) and a two-year conditional phase of expansion
(1999-2000) 10 accommodate the possibility of BRAC approaching its original target of 765
tonnes of raw silk by the year 2000. The total budgei should be just over Tk 598 million
(inflation adjusted). of which almost Tk 383 million (64 %) would be required for the main
consolidation programme and the remaining Tk 215 million would be a conditional provision
dependent upon the findings of a Mid-Term Evaluation.

The consultants submit that the proposed Mid-Term Evaluation. to be carried out before
March 1998, is an essential feature of the suggested programme. The purpose of the
evaluation should be to finalise the productivity and production targets for the duration of the
programme, on the basis of extrapolation from the actual growth achieved during the period
1994-1997. By early 1998, any differences between the consultants’ suggested targets and
BRAC's actual achievements should be obvious. If it is clear that BRAC is successfully
implementing the project on the ambitious scale outlined in uts Flow chart of silk production,
then the conditional provision will need to be disbursed in order to provide the exira grainage
capacity and training of rearers that will be necessary to sustain the growth.. However, if the
actual productivity and production levels are closer to the targets suggested by the
consultants, then there would appear to be little justification for further investments until the
capacity provided through the project has been fully utilised (and this would then be unlikely
10 occur before the year 2000).

The recommended revised project targets are set out in Annex 2.3 and the recommended
revised budget is presented as Annex 2.4.

2.4.2 Recommended Indicators for the Logical Framework Analysis

Throughout the field visits and desk studies of BRAC's sericulture activities. the consultants
have encountered numerous examples of deficiencies and internal inconsistencies in essential
management information. including the absence of appropriaie measures of technical
production parameters in grainage. rearing and reeling operations. The consultants certainly
caution against collecting data that serves no useful management function, but recommend
that the following measurable indicators and means of verification should be included in a
Logical Framework Analysis and presented as an integral feature of the revised (Drafi 3)

proposal:



Measurable Indicators

Means of Verification

Number of rearers and gross income of
each rearer, by rearing season and year.

Rearing registers giving details of each
woman’s rearing activities in terms of
DFLs supplied (quantities and baich
numbers), cocoon yield (in kg not kahon),
cocoons purchased, price paid and service
charges deducted.

DFLs produced and distributed, by rearing | Grainage regisiers giving details of
season and year. silkworm race, DFLs produced. pebrine
inspection protocol and results, and
subsequent distribution of each uniguely
: numbered baich of DFLs.

Quality of DFLs delivered, by rearing
season and year.

Comparison of variance in cocoon yields
within and between numbered batches of
DFLs distributed to rearers (calculated
from data in rearing registers).

Cocoon yields and total quantity of cocoons
produced. by rearing season and year.

Rearing registers.

Reeling capacity, capacity utilisation and
number of reeling workers emploved.

Reeling centre register.

Raw silk produced and renditta obtained.

Reeling centre register giving details of
cocoon purchases (kg and value), cocoons
reeled (kg). raw silk produced (kg). wasie
silk produced (kg). calculated rendita and
stock sold (kg and price) for every day of
operations.

Numbers of rearers, chawki rearers,
progressive silk farmers, reeling workers
and BRAC staff completing training.

Training registers.

Impact of sericulture training.

Longitudinal studies of differences in
cocoon yield and income of individual
farmers before and after training (data from
rearing registers).

Impact of reeling workers™ training.

Productivity (raw silk production per basin
per day) of trained versus untrained reeling
workers.




Financial sustainability of grainages and Accounts of each unit.
reeling units.
Improved sericulture MIS. Quarterly reports giving evidence of
measurement of the above indicators. the
reporting of findings and demonsirating
appropriate management responses 10 the
information.

2.4.3 Social Aspects

The main direct social impact of the recommended revised project would be o bring about
substantial and sustainable improvements in the net annual mcome and the return 1o labour of
the women involved in all aspects of raw silk production. In addition, successful
implementation of the project would lay the foundations for the development of an
mternationally competitive silk industry. This would offer enormous potential benpefits in
terms of possible expansion of sericulture and also downstream activities in the weaving and
ready-made garmenis sectors. As a general rule, for every 1 kg of raw silk produced. the
direct and indirect employment amounts to |1-13 person years.

At present, the average net income from silkworm rearing 1s about Tk 2 200 from 70 days of
rearing per year (over four rearing cycles). If the productivity coefficients specified by the
consultants are achieved, then the improved productivity will generate a net income ol
approximately Tk 10 800 from the same amoum of labour. The improved daily return of Tk
154 compares very favourably with the average agricultural labour wage of Tk 27-30.

The social cost of attaining this improved productivity - which must be achieved if sericulture
is to be economically sustainable in the face of international competition - is that the project
must focus on consolidation rather than expansion and so there must be fewer target
beneficiaries. The consultants believe that no more than 14 100 rearers (all women) will be
required for the production of 180 tonnes of raw silk in the year 2000. Nevertheless,
sufficient infrastructure (in terms of grainage, chawki rearers. training and reeling capacity)
would be provided to enable BRAC to expand the project to at least 35 500 rearers if it
decides that it is possible to atrain the productivity targets earlier than expected. for example
during 1996-1998.

The revised project would also provide for the establishment of 400 chawki units by the end
of 1998, with each unit providing income for two women. Chawki rearing is expecied o
generale a net income per woman of about Tk 5 500 from 40 days labour. It s anticipated
that many of the 800 chawki rearers will also rear 400 DFLs through 10 cocoons and so
generate a net annual income of at least Tk 16 000 from an average 110 days labour.

29



In addition, the project would provide wage employment to 900 female reeling workers
through the establishment of 150 tonnes of new reeling capacity by 1998. These women will
receive Tk 125 per kg of raw silk reeled. Productivity on comparable machines in India is
about 300 kg per basin per year. Assuming an initial productivity of just 150 kg per basin,
the average annual earnings per woman would be Tk 18 750.

At the recommended revised project scale, BRAC would be self-sufficient in DFLs and
would have sufficient reeling capacity to provide a guaranteed market for the total cocoon
production from the project (although only cocoons of a certain minimum standard should be
purchased by BRAC). The reduced number of target beneficiaries would help ensure that
adequate financing was available for rearing house loans and it would also enable BRAC w
provide more intensive training and exiension support 1o the rearers. Thus the revised project
scale, would be more appropriate to the beneficiaries’ needs and lack of resources in terms of
finance, training, extension, key mnputs and marketing.

2.4.4 Economic Aspects
Products and markets

The recommended project would produce high quality DFLs, good quality cocoons and raw
silk for sale at or slightly below current international prices. Vertical intcgration within
BRAC's silk operations will ensure a market for the products and provide a butfer for the
target beneficiaries in the event of BRAC's failure to bring about the necessary
improvements in guality and productivity. However, if the agreed productivity coelficients
are attained, the project will have established an excellent foundation for a internationally
competitive - and therefore economically sustainable - sericulture sector. In this case. BRAC
will have the option of allowing the domestic or export markets to consume most or all of

the production from the project.

Taken together with the existing capacity. the proposed new reeling capacity of 150 tonnes 10
be introduced by 1998 would be more than sufficient 10 consume the targe! cocoon
production of 180 tonnes by the year 2000. It would also be sufficient 10 enable BRAC w
reel about 74 % of its ambitious target of 270 tonnes for 1997/98. This ensures that BRAC
need not be dependent upon external reeling units to provide a market for the cocoons
produced through the project. However, by operating at 9% capacity and obtaining a
rendiua of 12 kg, each reeling unit could purchase cocoons at Tk 67 /kg and produce 2 net
surplus of more than Tk 2 million per year through sales of 20/22 denier raw silk priced at
a competitive Tk 1 150 /kg. By improving productivity to obtain a renditta of 10 kg, the net
surplus could be increased to about Tk 4.4 million per reeling unit per year. This raw silk
should enjoy strong demand from the domestic weaving sector and a very large market also

exists in India.



Financing needs and mechanisms

Staff and siaff training costs. These have been left unchanged on the assumption that even at
lower physical output levels BRAC will need a considerable extension effort in order to

achieve the produciivity targeis agreed.

Tree plantation and replacement. The number of mulberry trees already planied far exceeds
that required for any reasonable level of silk production attainable over the next five years,

so this line item has been deleted from the budget.

Training of sericulturists and reeling workers. The unit costs for sericulture and reeling
training and the numbers o be trained are unchanged, but the extent of the training
programme afier 1998 will be determined at the Mid-Term Evaluation. However, as the

consultants are unable to endorse the moriculture components of the programme. the line
ilems for training of nursery farmers and bush plantation farmers have been deleted.

Chawki rearing centres. The consultants have determined that the minimum.capacity at which
a chawki rearing cenire will be financially viable is 16 000 DFLs. The agreed revised
number of chawki rearing centres 15 400, each of which needs two full-time workers during
cach of the B cycles of chawki rearing per year and some labour outside them to maintain the
mulberry bush plantations. Over ten years, chawii rearing yields an economic rate of return
(ERR) of 23.6'% with hired labour and 32% if only tamily labour is used.

Sericulture Resource Centres. No changes.

Research and Development. No changes.

Management information System. A provision for an MIS consultancy has been added here 10
enable BRAC to sysiematise the technical and financial management of its sericulture
programme. This provision has been made in 1996 so that the improved MIS can be
implemented as soon as possible.

Head Office Logistics and Managemen:. Provision at the rate of 10% has been rewined.

Grainage. Provision for 10 grainages of capacity of | million DFLs at a cost of Tk 10
million each. If the DFLs were sold at Tk 300 per 100 DFLs it would be possible 10
generate an ERR of over 16%. The suggesied price of about Tk 300 per 100 DFLs would
enable rearers in Bangladesh 1o compete on a level playing field and yet the grainages would
become self-financing, whereas the price of Tk 100 per 100 DFLs proposed by BRAC will
not be sufficient to cover the costs of production.

Reeling Units. The consultants have determined that the minimum capacity at which a reeling
units becomes financially viable is about 15 tonnes raw silk per year, not the 9 wnnes
proposed by BRAC. At the revised capacity, the fixed and working capital requirement of
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each reeling unit amounts to Tk 10 million and the ERR is a healthy 23.5%. Should it
become necessary or desirable to reel more than about 200 tonnes of raw silk afier 1998,
then on the basis of such impressive growth BRAC should experience lintle difficulty in
securing commercial financial support for further expansion. The consultants therefore
envisage that the reeling operations will not require grant financing beyond the completion of
RDP IV.

Service charges. Recommended service charges have been aggregated to show the cost
recovery element of the project. These increase from Tk 30 per 100 DFLs in 1996 up to Tk
100 per 100 DFLs in 1999 - twice the rate originally proposed by BRAC. Even at this level.
however, using the agreed production targets the total cost recovery over the RDP IV period
amounis to only Tk 16 million, just under 5% of the recommended budget. Additional ways
of funding the programme - such as profits from reeling units and grainages - will need o be
found if self-sufficiency is 10 be achieved without increasing the service charges. However, if
the high profitability of cocoon production is realised through the project. there would appear
to be plenty of scope for increasing service charges and rearer incomes rise.

2.4.5 Institutional Aspects
Sertculture business plan

It is recommended that BRAC adopts the project targets. revised budget and the economic
models for grainages, chawki rearing centres. silkworm rearing units and reeling units as the
basis for the preparation of a Sericulture Division business plan. to be presented as an
integral component of the anticipated Draft 3 proposal for RDP IV.

Securing key inputs

It is recommended that BRAC reduces the scale of the sericulture programme 1o the level at
which it can reasonably expect to become self-sufficient in production of DFLs, as indicated

by the agreed production targets.

Infrastructure and human resources for industrialisation of silk production

Chservations made by the consultants during the field assessment indicate a lack of
rranagement experience at all levels of the programme. in order to alleviate this important
« siraint it is recommended that BRAC (1) reduces the scale of the programme to a level
which wiil place far less strain on the management system, as indicated by the agreed
production targets; and (ii) utilises the new provision in the recommended budget for
technical assistance in Management Information Systems at the earliest opportunity.
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Technical viability and constrainis

The agreed targers have been determined on the basis of technical and financial viability. as
described above. The consultants strongly recommend that BRAC adopts these agreed targets
in preference to any larger scale of production, ar least during the early years of the project

2.4.6 Environmental Aspects

The consultants recommend that BRAC incorporates into the RDP IV Project Proposal (Draft
3) a section describing how the potential adverse environmental impacts identified in section

2.3.6 above will be avoided or mitigated.
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2.5 Conclusions and Summary of Recommendations

The consultants conclude that provided the project implementation remains focused on
attaining the agreed quality and productivity targets specified in Annex 2.3, then there s a
good prospect of BRAC laying the foundations for a much-needed revival of the Bangladesh
silk sector. On this basis, the consultants recommend that BRAC prepares a revised project
proposal (Draft 3) and that the Donor Consortium appraises that proposal in the context of
the following main recommendations:

As at least 14 million productive mulberry trees are expected to become available
before the end of 1995, and this is sufficient for the production of at least 765 tonnes
of raw silk, there is no justification for BRAC's continued emphasis on moriculture
and this component therefore should be removed from the revised proposal.

The sericulture project should be scaled down to emphasise the need for consolidation
and improved productivity rather than expansion during 1996-1998, and the
recommended targets and budget presented in Annex 2.3 and Annex.2.4 should be
adopted by BRAC.

A Mid-Term Evaluation should take place before March 1998, with a view 10
determining whether or not the conditions for an expansion during 1998-2000 have
been fulfilled.

BRAC should utilise the provision in the recommended revised budget for wchnical
assistance in Management Information Systems (MIS) at the earliest opportunity.
Before then, BRAC should endeavour to introduce or make better use of a system of
registers for recording the recommended indicators from the logical framework
analysis.

BRAC should review its approach to cost recovery through service charges and give
consideration to increasing service charges as rearer incomes rise.

BRAC should develop an environmental policy statement. Meanwhile, BRAC should
mcorporate into the revised (Draft 3) proposal a section describing how the potential
adverse environmental impacts identified in Section 2.3.6 will be avoided or
mitigated.



Table 2.1: Profile of Existing and Target Beneficiaries in the Sericulture Programme

Gender Always 2 woman

Family status (1) Divorced: or

{11} Elderly with (parually disabled) husband: or

(iii) Married with children over the age of 8 years and who
are able o look after themselves (Rajshahi area).

Household Nuclear rather than joint family.

Labour availability Usually able 1o call upon a relative (husband/children or
in-laws living nearby) to assist with leaf collection and

teeding at the fitth instar (the last 5-7 days) of each rearing
cycle: or young and fit enough to manage 50 DFLs on her

own.
Landholding None or negligible: occasionally around 0.1 ha of leased
land.
Additional economic Usually none. Occasionally household production such as

palm-leat’ mais or bamboo baskets. or processing such as
paddy husking or spinning silk waste.

Husband's occupation Usually wage labour i agriculture or brick fields and/or
rickshaw/pedal van pulling: occasionally minor trading in
livestock, firewood or groceries.

activities

Family debt status Al least one loan from BRAC for rearing house.
sericulture operations or other activities. Also often short-
term consumption loans from village money lenders at
very high rates of interest {(around 20% per month).

Typical family income:

Sericulture Tk 2 200 per year (20.7%) (270 DFLs per year)
Rearer’s other income Tk | 800 per year (17.0%) (Tk 100-200 per month)
Husband’s labour Tk 4 500 per year (42.5%) (Tk 20-30/day. 180 days)
Husband’s other business Tk 2 100 per year (19.8%) (Tk 30-40/day. 60 days)

Towal : Tk 10 600
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TABLE 2.3
Summary of BRAC's Proposed Sericuliure Budget

Component Number of Unit cost Toral cost
persons/ units | (Taka) (Tk millions)
Staff & staff raining 366 various 73.89 13.5%
Tree plantation & 17 million 5 8500 15.5%
replacement
Training of sericulturists
- progressive silk farmers 5 250 150 x 14 days | 11.03 2.0%
- chawki rearers 5 250 150 x 7 days 551 1.0%
- silkworm rearer 52 500 50 x 6 days 1575 2.9%
- reeling workers 250 10000/worker | 2.50 0.5%
- sapling nursery farmers 950 50 x 3 days 0.14 0.0%
- mulberry bush planters 5 000 acres 5000/acre .00 16%
incl. supplies
Chawki rearing cenires 1 000 50 000 50 9.1%
Sericulture resource cenire 3 5.0 million I5 27%
Research and development 10 LE%
HO Logistics/management I0% of above | 29.38 54%
Grainage centres 15 10 million 150 27.4%
Modern reeling factory 10 7.5 million 75 13.7%

Programme Total

! 548.2 100.0%




Cocoons in stock
purchased
= non-reelable
1ecled
non-raelabile used

kahan

closing stock
- non reelable

Silk in stock kg
produced
sold
closing stock
(Fendita)
Waste n srock
Waste produced
sold

clasing stock

Table 2.4

Parformance of the BRAC RAeeling Units, 1994

Atghoria

18,666.0
837.0
15,589.0
119.0
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718.0
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6171
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3,809.0
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ANNEX 2.1

BRAC Flow Chart of Silk Production
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Annex 2.3

BRAC RDP IV Appraisal: Sericulture and Sk Devalopment

Recommended Revised Project Scale/Targets

tonnas
kg cocoons/kg wilk
tonnes

ko
million

no. of layings (diis)
tonnes 1 /100 all
kg

millian

T/100 dfis

26
200
&00

20

2.8
260
11,200
28,000
12

23

1997

4H
8.0
a4
24
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300
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36,000
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2n
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1998
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1,230
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4a
asn
12,551
43,929
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m
BN

1999
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An Appraisal of the Essential Health Care Component of the
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for Rural Development Programme IV
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3.0 Overview

3.0.1 Current Stwatus RDP-PHC

The RDP-PHC programime (re-named Essential Health Care in RDP V) 15 currently
operating in 170 RDP areas.

On the basis of the MIS and RED studies it can be concluded that the programme has had an
impact in terms of increased health coverage and uptake of services, and improved health
behaviours.

The following need to be strengthened
o health expertise of RDP-PHC suaaff

» MIS system

b health education curricula and matenials

- quality of family planning progranune.

3.0.2 Proposed RDP Essential Heaith Care (EHC), Phase [V

The Essential Health Care proposal for RDP IV has undergone considerable revision in both
budgetary and programmatic terms during the period of this consultancy. Mid way through
the assignment BRAC senior management decided to add a significant new component 1o the

proposal. The main features of the new proposal are:

l. A request for Tk. 267 million to fund the primary health component of RDP
IV, for a § year period starting 1996 and ending in year 2000, EHC represents

7.2% of the towal RDP IV proposed budget (as of 23 March).
To expand the programme from the current 170 RDP areas 1o 300 areas.

2

3, To introduce clinics on a pilot basis at 80 Area Offices. The clinics will
provide curative and basic pathological services.

4. To increase cost recovery eftorts. Clinics will levy user charges. They

estimate that clinics will break-even in year 4 and generate a surplus sufficient
10 support other RDP-EHC costs. namely salary of PAs.



3.0.3. Overall Appraisal of RDP-PHC 1V

3.0.3.1 Social

The programme is considered to meet priosity health needs. However. RDP-EHC should
consider inclusion of other health interventions that also meet priority health needs. Such as:

- TB control and reaiment

- Goitre (iodine deficiency)

. AR information and advice

¥ Reproductive health information and advocacy.

The clinics fill a gap in the existing health delivery system for low cost, high quality first
referral curative care. They would also provide support to the community based health
programme, and greater scope for provision of women’s reproductive health care.

RDP’s chasen strategy of continuing to facilitate government MCH/FP services, rather then
atlempling to provide them directly is considered appropriate. It is a more sustainable
approach in the long term and will have more lasting impact.

The appropriateness of RDP waking on a greater role in curative care provision is morne
complex. By doing so BRAC accepts the limitation of its current stralegy of governmeni
facilitation and complementarity. It may be cousidered appropriate if the long term aim was

greater pluralism in the health sector.

The family planning programme does serve 10 increase accessibility and availability of
contraceptive information and services. However, the programme needs 1o give more
attention to guality of care.

The programme does not address wider reproductive health needs of women.

3.0.3.2 Econoinic

Unit costs (or cost per beneficiary or contact) of the community based health programme and
clinics are low. This suggests that the programme is cost effective. In part. health costs are
low because of shared overhead cosis with other RDP programmes.

The mechanism of compensating the 85 directly from fee revenves is considered appropriate.
It is operating fairly successfully at present. However. the S5 should charge more to non-VO

households.
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Clinic fee levels have been set with consideration of what people are aiready spending on
health, as well as their ability to pay. Cost recovery estimates seem (0 be based on sound
projections of service utilisation. An alternative financing approach is health insurance. The
VOs provide ideal groups for sharing health risks. It is recommended that RDP pilot test

health insurance.

BRAC has not begun 1o operationalise its stated intent of integrating HPP and RDP. BRAC's
long term efforts in health should be directed through RDP. The most appropriate role of
HPP (in addition to that of innovator) should be to "top up” the services provided by RDP.
This would require HPP to re-locate 1o RDP areas.

RDP coordinates well with government. Coordination with other NGOs and private providers
is legs developed.

fn sum, it is recommended that donors support RDP-PHC. The existing heafth programme
should be strengthened and deepened in scope. Clinics should be introduced on a pilot basis.



3.1 Current Status RDP-PHC

3.1.1 Background

The RDP-PHC programme (re-named Essential Health Care in RDP V) is currently
operating in 170 RDP areas. Health was introduced into RDP in a phased manner. It was

initially integrated into 27 RDP areas in (991, during phase [I. It was further exiended 10 90
RDP areas in 1993 and then 50 more areas in 1994.

The primary heaith care programme comprises a package of selective health interventions.
These include:

1. Family Planning

2. Maternal Health

3. Immunisation

4. Health and Nutrition Education
5. Basic Curative Services

6. Water and Sanitation.

(see proposal for project description and staff description)

The strands of the current package of health interventions evolved from BRAC's past efforts
and experiences in the health field. They started in 1972 with a largely curative health
initiative in Sulla Thana, comprising clinics. dociors and paid paramedics. They then
swilched 10 a target group approach towards the latter part of the 70s. concentrating on the
poorest segment of the community. Health became part of an integrated development
programme. |t was at this time that the idea of the Shasto Shebika (SS) was born. Local
women were trained and supplied with basic drugs which they were allowed to sell at
nominal charge. A programme of training dais or Traditional Birth Attendants (TBAs) was
also initiated. In 1980 BRAC launched its country wide Oral Rehydration Treatment
Programme (ORTP), which auned 1o 1each every household about oral rehydration therapy.
This led to a wider Child Survival Programme (CSP) in Sulla and Maniganj. which included
immunisation, VAC administration and growth monitoring. The CSP was the precursor of
RDP-PHC. Certain new elements such as Maternal and Child Health, and Family Planning
(MCH/FP) and water and sanitation were added during integration into RDP. TBA traming
and growth monioring were withdrawn a few years later. Thus the present package of
interventions and mode of service delivery can be concluded 10 have developed through
experiences in the field, on a trial and error basis. Manikan) served as a laboratory site for
BRAC's health activities. Certain activities. such as the TB programme though found to be
successful in Manikan) have never been incorporated into the RDP-PHC programime,

The programme remains a targeted one. VO members and their famifies are the main .
beneficiaries, although non target groups do seek curative services from the SS. EPI
facilitation is also direcied at the entire community. as are the health education forums.
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The overall strategy is to facilitate and strengthen government capacity to provide health
care, and to complement services where needed. For example. the 85 coordinates with the
government health worker with regards 1o organisation of EPI and satellite clinics (for MCH
and family planning services), she informs the relevant VO members of the date clinics are
to be held and motivales them 1o atiend. An imporiani aspect of the programme is the
empowerment of VO members to demand services from government.

3.1.2 Achievement and Impact to Date

An independent evaluation of RDP-PHC has never been under taken. The following

assessinent of programme achievement and impact is based on the consultants review of the
internal monitoring system, a number of siudies undertaken by RED and a field visit 0

Faridpur.

Management Information Sysiem

Indicators of programme performance used by the project include number of eligible couples
using family planning, immunisation coverage. Vitamin A Capsule (VAC) received. number
of households with a slab latrine, and household with a wbewell. On the basis of their
internal monitoring system (see Annex 3 for major variables tracked), the majority of
activities, with the exception of second dose Tetanus Toxoid (TT), are well on track to
meeting set targets by end of RDP Phase ill. Most marked are achievements in immunisation
coverage (measles coverage increased from 70% 1o 88% of children) and contraceplive
acceplance (use of all methods increased from 50% 1o 62% of all eligible couples) between
July 94 and end Dec ™. In fact the contraceptive acceptance has surpassed the set target of
60%. This compares to the national Couple Protection Raie (CPR) of 45%. The low
coverage of pregnant women with TT remains a concern.

There are a number of problems with this monitoring system. First. baseline surveys are
undertaken and consolidated prior 1o each phase of expansion (a baseline was undertaken in
1992 and 1994). The Table in Annex 3 shows the consolidated baseline information for the
project on July 94 undertaken prior 10 expansion (ie. it includes the original 27 areas. 93
areas added in 1993, plus the new 50 areas to be added) and achievement as of December
94. Although a baseline was undertaken in 1992 it is not shown here since it is not
comparable. This means that progress over time for particular areas can not be gauged. In
fact it setves 1o underestimate achievement since new and old areas are combined.

Second, because the moniloring system relies on govermmnent records the accuracy of the
records cannot be ensured. The S5 has to [iaise with the government health worker (FWA)
o maintain complete records of immunisation, VAC and family planning status of VO

households.
Third, accepiors of emporary and permanent methods are not disaggregated.



Fourth, there are no indicators of quality of care, particularly for family planning services.
For example, the monitoring and follow up of drop outs, assessments of continvation of
contraceptive use. The present system only monitors the numbers of pills and condoms

distributed.

An important aim of the programme is facilitating uptake of government services. for
example Ante Natal Care (ANC). However. at present the programme does not monitor

achievement of this'objective.

While it is appreciated that S0% of the SSs are illiterate and therefore unable 1o maintain
very elaborate records, such information can be gathered with the help of PAs and through
periodic surveys. These could be undertaken by the RDP Monitoring Unit. RDP Monitoring
Unit was only given responsibility for monitoring the health programme in December 1994.
Though belated, it is a welcome step.

While measures of programme oulput provide some measure of impact, it is outcome Or
improvements in health status (indicated by mortality, morbidity and fertility levels) that are
the ultimate indicators of programime impact. A programme as large as RDP should consider
setting up sentinel sites for data collection, ie. sites where health status and utilisation data
are collected regularly. This would allow closer monitoring of impact.

It is recommended that:

. in future the project maintain separate baselines for each phase of
expaasioi.

. monitor acceptance of temporary and permanent methods to allow a more
meaningful interpretation of family planning acceptance,

- develop indicators to better mouitor facilitation of government, and

service uptake.
: The monitoring unit undertake permdu: assessments of guality of care,
changes in knowledge, attitude and practice, and health utilisation

behaviours.
. Monitor demographic and health status by setting up sentinel sites for data

collection.

Inclusion of the above would provide a better assessment of programme impact and
effectiveness.

Other indicators monitored by the programme on a regular basis include. average number of
pills distributed by SSs per month, number of slab latrines sold each month, and total
monthly income from medicine sales. The January 95 "Sanitation, Contraceptive and
Medicine™ Report shows that on average each SS sells 3.72 cycles of oral pill. 7 packets of
condoms, 1.47 slab latrines and earns on average Tk. 307 (net profit) from medicine sales
per month. Contraceptive sales are low (each VO is responsible for about 160 households).
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However, the SS is also responsible for motivating couples 10 take up clinical contraception
from government. This makes it difficuit to judge her contribution 10 family planning
acceptance on the basis of pill and condom sales alone.

ﬁn::_ﬂmﬁ;

A recent review of the programme underaken by the Research and Evaluation Division
(RED) (March 1994) compared performance indicators for VO households and non-VO
households in the same area. VO households performed beuter in all aspects of knowledge,
and heaith service use compared to non-VO households, with the exception of use of slab
latrine. For example. contraceptive acceptance for VO members was 40.6%. compared o
only 33.5% in non-VO houscholds. The study further compared hygiene behaviour of VO
and non-VO households. Significantly more VO household members were found 1o use
tubewell water for cooking. washing uiensils, and bathing. Also more VO members washed
their hands after defecating, and disposed of children’s stool in a fixed hole. Ideally, to
capture the true impact of the a comparison should be undertaken of knowledge,
attitude and behaviours of VO member households with those in an area where RDP is not
working. As mentioned, certain health inputs, such as heaith education are provided on a
cominunity wide basis.

The same review examined the performance of the SS in ierms of accuracy of diagnosis and
prescribing, and how frequently she was consulted. The study found that in 98% of cases she
gave a correct diagnosis. The SS drug kit initially included a couple of anti-biotics. The
review found that many SSs were giving incorrect dosages of these anti-biotics. The drugs
have since been withdrawn from her drug kit. The study concluded that the credibility of the
S5 has been established in the community.

On the basis of the MIS and RED studies it can be concluded that the programme has had an
impact in terms of increased health coverage and uptake of services, and improved health
behaviours.

3.1.3 Cost recovery

The project achieves some cost recovery on the services provided by the SS. The SS does not
receive a salary. Insiead she is entitied to charge for drugs. contraceptives and vegetabie
seeds. In addition she gets a fixed commission for every slab latrine and wbewell sold. Each
area office is provided with seed capiial for 3 revolving funds:

|. basic drugs (Tk.19.200),
2. a slab latrine production unit (Tk. 10.000 ).

3. wbewells (Tk. 10.000).

The S8 is given an initial stock of drugs and contraceptives worth Tk. 240.
Thereafier the area office provides her with drugs at cost plus a 5% mark up. She is able w0
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sell the drugs to clients at a further 30% mark up. The SS receives Tk. 10 for every siab
latrine sold and Tk.50 for a wbewell. Drugs are bought directly from pharmaceutical
companies and contraceptives are purchased from social marketing organisations.

Cost recovery appears 1o be working well. It is estimated that an SS earns on average a net
profit of Tk.350 per month from zll the above sources combined (based on consolidated
region wise “Sanitation, Contraceptive and Medicine Report” for January 1995. and
confirmed by field visit). Based on discussions with a number of SSs during the field visit,
they seem satisfied with their earning capacity. Many mentioned that they also take loans and
are active in other income generating activities. Other reasons why they said they liked the
job were: enhanced status that the job brings and ability to serve the community.

There is an incentive for SSs o prescribe drugs unnecessarily. since her earnings are linked
directly to drug sales. Earnings from drug sales are monitored by the project (monthly
income from drug sales). However, this needs closer inspection.

The revolving drug funds are functioning successfully in Area Offices and mtal funds have
actually appreciated.

Since the SS is compensated directly from sales income, it is difficult 1o estimate cost
recovery levels. However, if it is assumed that each SS earns on average a net profit of Tk.
307 from drugs alone per mouth, then total earnings for 6032 SSs (in 170 areas) amounts 1o
at least Tk. 1,851,824, This represents a significant monthly benefit for the project.

3.1.4 Programme Areas in Need of Strengthening

The consultant has m:nt:fmd a number of areas in RDP-PHC programme in need of
strengthening.

i) There is need to develop and strengthen health expertise in RDP-PHC. Currently the
only member of staff who has received public health training is the doctor at Head Office.
She was recently transferred from HPP. The Health Sector Specialist has had no formal
public health training. If the programme is 10 expand as proposed technical capacity eof saff
at all levels will need 1o be strengthened.

It is recommended: that the Health Sector Specialist be sent on a training course.

ii) Health education is an important component of the programme. For example. the SS is
required to provide health education during her house to house visits, weekly VO meetings.
issuc based monthly meetings and special health education forums. While the PA is required
10 assist in the health education forums. The curricula for these health education forums is ill
defined. Moreover, there is a serious lack of Information Education and Communication
(IEC) materials to assist the health worker. Presently, each area office has access to only two

flip charts.



VOs provides ready access to a large and relevant constituency of women. This should be
tapped 1o the full poizatial. Appropriately designed health education inputs can have
considerable impact in raising awareness on important health issues and influencing health
behaviours.

It is recomunended: that a more defined health education curricula is developed, and use
made of creative health education approaches and materials.

ii) The MIS system needs strengthening (as discussed above). Both quantitative and
qualiative mdm:n should be included. ;

iv) Gmm@mh:xmmwwmofﬁmﬂrpmm.l‘nruamplc

e infmliunmdmumdmumdiﬂeummwmm:uﬂmdm
are able 1o make an informed choice
good follow-up care, monitoring and follow up of drop ouu
rr.fm‘:l for management of side effects .
provision of greater choice of oral pill and condoms
contraceptive advise that akes into consideration STI risk, eic.

3.1.5 Health and Population Programme (HPP)

BRAC's other health programme called HPP (previously known as Women's Health and
Development Programme (WHDP)) is currently being implemenied in 30 RDP areas
(although its not managed through RDP). as well as in areas in the country were RDP is not
working. The project has two mam objectives - i) 10 experiment and innovate with new arcas
and approaches in the health ficld, and 1) to develop national technical expertise in health.
The aim is 0 demonstraie lessons and provide techaical support to health programimes within
BRAC, (namely RDP-PHC) as well as the larger health community in the country.

HPP is currently implementing a combination of community based health initiatives as well
as faciliating improvement in govermment efforts. Technical capacity is refatively stronger in

HPP then in RDP.
3.2 Proposed RDP Essential Health Care (EHC), Phase 1V

The bealth programme in RDP [V has been renamed Essential Health Care (EHC). Health
falls under RDP's Social Development Programme (although in the draft proposal it was
incorrectly placed under Support Services and New Programmes).

The health proposal has undergone considerable change in both budgetary and programmatic
terms during the course of this consultancy. Mid-way through the assignment senior BRAC
staff decided to add a signilicam new component to the health proposal. The main features of

the new proposal are:




A request for Tk. 2.67 million 1aka to fund the primary health component of
RDP IV, for a 5 year period stariing 1996 and ending in year 2000. EHC
represents 4% of total RDP IV (draft 15) budgel.

2. To expand the programme from the current [70 RDP areas to 300 areas.
3. To introduce clinics on a pilot basis at 80 Area Offices. The clinics will

provide curative services and basic pathological services.

4. To increase cost recovery efforts. Clinics will levy user charges. They
estimate that clinics will break-even in year 4 and generate a surplus sufficient
to support other RDP-EHC costs, namely salary of the PA.

A brief description of RDP-EHC IV is given below. The two components of the
programme - community based care. and clinics are described separately.

3.2.1 Community Based Care

The current package of health services provided by the 5Ss and PAs will continues 1o be
provided in RDP 1V. The strategy of government facilitation of EPI and satellite clinics will

continue.

Goal, objectives and activities remain exactly the same in RDP lll. There was some
discrepancy in coverage figures in the proposal, for example. the number of eligible couples
using family planning by year 2000. Targets have been revised. Targets and indicators for

monitoring progress are described in the LFA.

3.2.2 Clinics

The idea of opening clinics providing curative and basic pathology services was introduced
into the proposal mid way through the appraisal. BRAC propose to open 80 such clinics in
phase 1V at selected Area Offices. This period will be used (o pilot test the feasibility of
clinics. Depending on the outcome of the pilot. BRAC plan to open a clinic in each of the
300 area offices. RDP plan to open 10 clinics immediately (from phase [l funds). They then
plan to open 30 more clinics in 1996, the first year of phase IV. And then a further 50
clinics the following year. Clinic sites will be selecied so that a cross section of areas are
included, such as different administrative levels (district. thana, union levels). They aim to

have 3 clinics in each of the 30 regions.

The clinic will provide outpatient curative and basic pathology services. It will be staffed by
a doctor, a laboratory technician cum paramedic and an office assistant. The laboratory will
be equipped to undertake basic blood. urine. and stool examinations. Each clinic will be
given initial seed capital for drugs. Charges will be made for drugs such that the fund
operates in a revolving manner. BRAC intends 1o recruit female technicians and where

possible female dociors.



Charges will be levied for a consuliation with the doctor, diagnostic tests and drugs. They
plan to charge 2 VO member less for a consultation. Tk. 10 compared to Tk.20 for a non

arget groups.

BRAC intends that clinics will generate sufficient fee revenues to cover all clinic operating
costs, plus a surplus 1o support part of other RDP-EHC costs. Based on projections of
increasing number of patients and diagnostic tests each year, they estimate that break-even
can be achieved by year 4 of operation and that a surplus sufficient to cover salary costs of
PAs can be generated.

To support this new component, they propose a change in management structure. The
existing cadre of PO({Health) at the Area Office will be removed and the clinic doctors will
take on responsibility for training and supervision of SSs and PAs. The PO(H) at the regional
office will be retained. In addition, BRAC will place a doctor at each zone (there will be a

total of 3 zones). These doctors will be responsible for training. supervision and monitoring.
Two dociors will work in the Head Office 1o provide support to the Health Sector Specialisi.
They plan to second doctors from HPP to fill some of the above posts. .

Doctors will be provided an initial training for 6 weeks w0 orientate them to PHC approach.
BRAC anticipates that it will not be difficult to recruit doctors for the clinics. since the

couniry has been producing an increasing number of dociors, while at the same ume chances
for doctors to migrate overseas have become more remote. It is anticipaled that doctors will

siay for approximately 5 years at the clinics.

The request for funding includes initial siart up costs (mainly for equipment. furniture and
training), and support for recurrent costs on a decreasing basis until year 4 when clinics
break even.

Although not included in this proposal. BRAC plan to start a mobile service at sites which
have a clinic. Clinic doctors would visit villages regulariy to provide comprebensive family
planning and other reproductive health services, such as Reproductive Tract Infection (RTD)
diagnosis and (reatment and possibly Menstrual Regulation. Where possible. BRAC propose
to utilise government facilities 10 provide services. They would therefore serve 1o supplement
government services. The mobile service would be implemented through HPP. In this way
HPP woujd mp RDP resources and serve 10 “wop up” their services.

The Consultant also spent uime developing ideas for the logical framework analysis and left it
with the EHC Team and the Appraisal Team Leader to complete. The draft as of April 14 is

included in Annex.

3.3 Appraisal of RDP-PHC IV

It shouid be noted that this Appraisal has been undernaken without access 1w the amended
propesal. At the tme of writing BRAC was in the process of further revision and



incorporating the additional healts component (ie. introduction of clinics) into the proposal.
Therefore this appraisal is based on discussions with BRAC s:aff during the assignment with
regard to their proposed plan. The appraisal addresses social, economic and institutional

IS5ues.

3.3.]1 Social
3.3.1.1 Programme appropriateness and clients needs/expectations

Health Needs

Bangladeshis® health status is among the poorest in the world. The main cause of ill health is
poverty and the concomitant lack of access 10 safe drinking water, sanitation and health
services. Almost 30% of people fall below the official poventy line (World Bank 1994) and
only 32% have access to basic sanitation. Optimal access 1o health care is constrained by low
overall expenditure on health, as well support for inappropriate programmes. In 1990.
government expenditure on health was only 1.4% of GDP. The national doctor to population
ratio is 1 to 6,670 (in 1990 source UNDP). This compares o | to 2,440 in India.

66% of children ynder five are under weight. Bangladesh is one of few countries where
women have a lower life expectancy then men, Infant mortality is around 91 per 1.000 live
births, under 5 mortality 129 per 1000 live births and maternal mortality 400 per 100,000
live births (World Bank), These national averages mask considerable regional variation
across the country, particularly rural and urban differentials. A significant cause of high
mortality and morbidity is the very poor reproductive health status of Bangladeshi women,
Although the family planning programme in Bangladesh has been considered a relative”
success story” (the current contraceptive prevalence rate (CPR) is 45%. while tonal fertility
raie (TFR) has dropped from 7 live births in 1970s to 4 in 1994), age a1t first marriage
remains early at 16.7 years. Also the proportion of unmet contraceptive need is estimaled o
be 20%, ie. | in 5 married women say they would either not like another child or would like
to delay the birth of their next child but are not currently practising 2 modern method of

contraception

Programme appropriateness

The appropriateness of the proposed EHC programme is assessed in the coniext of the above
health sitation and needs.

G ; Obiecti

Al the time of the appraisal visil, the programme’s stated goal was 1o reduce maternal and

infant mortality and morbidity rates. Though clearly an appropriate goal. it has not been
quantified and further work was ongoing to improve it. It is accepted that surveys of health
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status can be time consuming and difficult to undertake. However. it would be worthwhile
for a large project such as RDP 1o establish sentinel sites for data collection on an on-going
basis. This would allow a more accurate monitoring of programme progress and

achievement,

Programme objectives (for the outreach programme) were not clearly stated in the proposal.
They have been clarified (see LFA) and new targets set for the five yw period for a variety

of outputs. Among the more significant results:

= 10 increase family planning acceptance rate from 45% (turrent national
average) to 70% of eligible couples:

s to increase and maintain DPT and measles immunisation coverage from 85%
' to 90% among children under 5 years:

¥ to increase second dose TT among pregnant women from 40% (average
number of pregnant women receiving ante natal care) to 95%:
to provide VAC w0 90% of children under 6 years:
10 increase slab latrine use from 20% 1o 100%:
to provide one tubewell for every 3 households:
to distribute 500 packeis of vegetable seed to through each area office (wice a
year,
» to meet basic and first level curative care needs;

" § §F &

NB. Ali the above targess are for VO households.

With the exception of the TT target, all programme targets are considered achievable.
Second dose TT coverage in existing RDP areas is currently only 51%. It unlikely to

increase (o0 95% within the project period.
It is recommended: that the TT target be revised.

Monitoring needs of the health programme has already been discussed in section 3.1.2.
Indicators of progress are outlined in the LFA. All proposed indicators are quantitative. As
mentioned, quantitative indicators need to be complemented by periodic surveys of quality of
care, for example monitoring quality of family planning services. Indicators 1o monitor
facilitation of uptake of govermment services need to developed, such as uptake of ANC.

Since the clinics are 1o be implemented on a pilot basis it would be important o monitor
their progress closely. RDP should monior the types of health problems being treated,
utilisation patierns (eg. proportion of VO and non-VO households using the clinics. age and
sex of patients), and sausfaction and perceptions of VO members regards clinic services. In
addition to monitoring overall levels of fee revenue generated. it will be important to track
separately revepue from consultation versus laboratory test.s and income from VO versus
non-YO households. User perceptions of fee levels should also be determined.
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Beoeficiars
The programme’s main beneficiaries are women and children. This is appropriate given the
fact that women and children are most vuinerable. Further by targeting VO members and
their households, the programme is automatically reaching the most disadvaniaged section of
the community. Curative services however, will be available to both VO and non-VO
households. Although non-VO households will be charge more for curative services.

Health Interventions
The appropriateness of the two main components of RDP-EHC - community based care and
clinics are appraised scparately.

i) Community Based Care

RDP-EHC 1V proposes 1o continue with the same package of health interventions in the
community based care programme, as provided currently under RDP-111. This comprises of a
minimal and selective range of health interventions. All are coasidered to address priority
health needs. It is noteworthy that wider public health interventions, such as water, sanitation
and putrition (through vegetable sced disiribution) are included. The other health activities
(with exception of basic curative care) fall inw the realm of Maternal and Child Health and
Family Planning (MCH/FP). The "C® pan of the programme evolved from the earlier child
survival programme. (The appropriaiencss of the family planning programme is appraised
separately in section 3.3.1.3).

Though the present package of health interventions is considered appropriate, the consultant
feels that sufficient consideration has not been given 10 incorporation of other health
interventions that address priority health needs. The concern for cost and the long term
sustainability of the project appears 1o have kept the programme to its current small scope (a
more detailed appraisal of the appropriateness of the health programme in the context of
financial sustainability is undertaken in section 3.3.2.3). While cost is cerminly an important
consideration, it should not be the main criteria for selection of health interventions. Jt
should be balanced by existing health needs, as well as the capacity of the programme 10
meet those needs.

It is accepted that the programme is constrained by what can be included, since the bulk of
services are provided by the SS (a locally trained, part time health worker, who receives
nominal compensation for her work). It would be unrealistic to expect her to take on 00
complex or w0 large a burden of health delivery tasks.

Neveriheless, several other health interventions have been identified that both meet priority
health needs, and which the progranune could take on at minimal extra cost. These are:
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l. Tuberculosis (TB) treatment

HPP has implemented a successful community based TB wreaunent programume. The 55 is
responsible for collecting sputum samples and ensuring that TB patients comply with the drug
therapy. Drugs are procured from the government an a nominal fee levied for the service.
The SS receives a portion of this fee by way of compensation.

A similar TB treatment programme could be introduced into RDP-EHC the programme. As
in HPP, the SS could take responsibility for administering drugs to TB patients. However,
one anticipated difficulty would be access to a laboratory for sputum examination.

2. Goitre (lodine deficiency)

Bangladesh has high prevalence of goitre (iodine deficiency) scattered through out the
country. fodised salt could be added to the existing range of commoditics soid by the SS.

3. ARI knowledge and awareness

The SS could raise awareness about this health problem and encourage early health seeking
behaviours. ARl Treaument is too complex a task for the S§S (10 manage. She should continue

to refer cases to other health providers.
4. Information and advice on reproductive health issues (see section 3.3.1.4).

The programme should include provision of information and advise 1o women on
reproductive health. For example. on the risks of Reproductive Tract Infections (RTls).
including those that are Sexually Transmitied Infections (STls), symptoms and advice on

early treatment.

TBA raining is not considered an appropriate activity 10 lake on at this point in tine. Fusily
it would represent 2 huge undertaking for RDP since the aim would be to have one trained
TBA per village. RDP-EHC will cover approximately 12.000 villages in phase V.
Secondly, the benefits of having a TBA assist a delivery is still unknown. A recent study
underaken by BRAC found little difference in maternal ourcome for those deliveries attended

by a trained person (BRAC, LSHTM 19%4).

Mode of Service Delivery

The proposed programme employs a judicious combination of direct service delivery, heaith
education and awareness raising, and government facilitation. The choice of inierventions
appear to have been based on health needs, as well as the ability of the programme 10 meet

those needs. Government responsibility and capacity has also been taken inio consideration.
For example, immunisation, VAC and MCH/FP care are promoted through sovernment EPI
and satellite clinics. While health education is promoted through VO groups. house to house
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visits and special health education forums. The VO groups provide a ready formed struciure
for reaching a large and relevant section of the community. namely women of reproductive

age.
The concept of the SS has proved successful. Discussions held with VOs during the field

visit suggested that VO members value the services provided by the §S. They also
demonstrated knowledge on various health and family planning issues.

The majority of health interventions are direcied through the VO groups. As a result the
programme misses an imporant section of the community - men. This is particularly
important in the family planning programme where male responsibility needs to be
encouraged. A monthly issue based meeting is held, where VO members are requesied o
bring their husband. This represents a start, however it needs to be built on. Some difficulty

may be experienced in approaching men since ail heaith staff are female.

Local parucipation in the health programme is encouraged through VO groups. Each VO
small group leader is given responsibility for a cermin aspect of the health programme. For
example. she may be drawn upon for help if a particular area is found not to be performing
well, eg. in immunisation uptake. This is an innovative approach. A previous atiempt 10
enhance community participation in health included setting up of village health commiuees.
However, this was not successful. The VO groups provide a good channel for local views
and needs 0 be heard, and should be used in thar way.

ii) Clinics (pilot program)

Good guality, low cost first level referral care is 2 major gap in the existing health care
delivery system. Currently the SS is providing basic curative services, and referring cases
she is unable to deal with either 10 a government health facility, or in some cases 1o local
village health practitioners.

The first level government referral facility, is the Thana Health Complex (THC). The
facilities are severely under resourced. There are chronic staff and medicine shortages. On
average only 2 out of the 8 sanctioned doctor posts at the THC are filled. Typically patients
* are given a prescription and have to buy drugs from a private pharmacy at commercial rates.
In many instances they are also required o make informal payments to the docior.

Recent estumates indicate that only I12% of all health comacts wake place in the government
sector. The majority of acuie care treatment is provided by the private indigenous sector.
Village heaith practitioners are an extremely heterogenous group. Usually unlicensed they
practice 2 blend of allopathic and indigenous sysiems of medicine. Quality of care is mixed.
Anecdotal evidence shows that there is much bad practice within the sector.

The proposed clinics would certainly fill this gap for good quality first level care. One study
estimated that rural households in Bangladesh spend on average Tk. 2400 on health care per
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year, or 8.7% of their total annual household ingome (URC. 1993). Much of this spending is
financed by credit. The Clinic would provide an opportunity to re-direct some of this
spending towards more rational and effective care.

BRAC's five year strategy paper identified that the “customer™ would like more emphasis on
curative services. Thus the clinics would also meet a demand of clients.

The clinics would provide potential to strengthen the outreach programme. Referral linkages
could be developed through the $Ss. It would be important to develop a mechanisim whereby
patients did not bypass the SS and go straight to the clinic. For example, those who bypassed
the S5 could be charged more for a doctor consultation. a sort of penalty charge. The doctor
could play an important role in developing technical capacity of SSs, and in their supervision
and monitoring. The clinics would also reduce management costs of the programme, since it
is proposed that POs at the area office be withdrawn and doctors take on responsibility for
supervising and monitoring SSs and PAs. This is a rational step.

It would be important for the clinic 1o develop referral linkages with the THC and other
governmeny health facilities, as well as with VHPs.

RDP-EHC is currently viewed as largely a package of wechnical inputs. While these are
important, the programme has enormous potential 1o play a wider role, ip raising awareness
on imporiant heaith issues and influencing health behaviours. In particular, they can play a
valuable role in advocacy of women’s bealth and reproductive rights. The Social Awareness
and Legal Rights programme should also include issues of reproductive rights. Like other
RDP components, the health programme’s ultimate goal should be to contribute o the

empowerment of women.

It is recommended:

- that the community based programme explore incorporation of other
interventions that meet priority health needs.

. that more efforts be directed tawards including men in the programume,
especially in the family planning programme.

- the clinics develop referral links with government and village health
providers.

= the programme takes on a greater advocacy role for women’s health and
reproductive rights.

3.3.1.2 RDP-1V vs. Government service provision

The strategic aim in RDP-EHC [V remains facilitation of the government health system
where possible, and provision of complementary services where necessary.
The appropriateness of the RDP [V health proposal is assessed in this context.
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i) Community Based Programme

As in RDP-11I, MCH/FP service provision.has largely been left to government, through EPI
and satellite clinics, as well as fixed government facilities such as the Family Welfare Centre
(FWC). The SS is responsibie for identifying pregnant women and children, raising
awareness of the importance of availing MCH/FP services. informing them of clinic dates.
and motivating them 1o suend. Naturally, this approach relies heavily on the capacity of
government to provide these services. The government’s EPl programme has been fairly
successful (immunisation coverage is currently around 80%). However. functioning of
sazellite clinics seems to have been more erratic. Although the programme does not monitor
uptake of ANC, it would appear 10 be low as indicated by low TT uptake. Also quality of

care provided at clinics and FWC is reportedly poor.

Despite these difficulties, RDP’s chosen strategy of continuing to facilitaie government
services, rather then atiempting to provide them directly is considered appropriaie. This
approach is more sustainable in the long term and will have more lasting impact. It takes a
longer term perspective, in that women's empowerment will automatically lead to greater
demand for services. The strategy also, serves to increase government accountability.

HPP has had some success in "activation” of government services. RDP has much to learn
from their experience of how to make government services more effective. Consideration

could be given 1o raining government staff, or providing direct assistance, for example in
development of appropriate 1EC maierials etc. in the past BRAC has provided such direct

assistance o povernment,

Provision of oral pills and condoms by the SS is considered appropriate. It serves (o increase
availability and access 10 pon-clinical contraceprion.

ii) Clinics (pilot program)

The appropriaieness of RDP [V wking on a greater role in provision of curative care is 2
complex issue. As identified, in section 3.3.1.1. there is a gap in the current health delivery
sysiem for good quality, first referral curative care. But needs are multiple. and BRAC needs
10 determine where it can play a most effective role. NGOs can take on other more valuable
roles apart from direct service delivery, such as advocacy, strengthening capacity of other

providers (government and non-government), demonstrating valuable models etc. BRAC is
already contributing to some excent in all chese areas. Or shouid they focus more direcdy on

addressing health needs of women, who are BRAC s main constituency?
At the same time, the clinics do offer other benefits apart from meeting health needs:

. they provide scope for enhancing financial sustainability of RDP-EHC, since
there is willingness 10 pay for curative services.

- the clinics would provide support 1o the primary healith/outreach component.
particularly to §Ss. The doctor could help in strengthening her technical skills,
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and in supervising and monitoring her activities.

. they provide potential 10 address women's wider reproductive health needs.
For example. the idea of the mobile providing comprehensive reproductive
health services builds on the presence of the clinics. The clinics will have a
small laboratory. This would enable RTI diagnosis o be undertaken.

The issue of long term ownership of clinics also arises. Will BRAC always be there to
continue to run the clinics? In a sense this is resolved, since under the RDP/RCP model the
clinics would remain a part of a permanent structure. Once set up, BRAC could also explore
the possibility of "contracting” out the clinics to other private providers.

It is recommended that:

’ RDP learn from HPP experiences in activation of government services.
. RDP builds on presence of clinics, for example strengthening the

comununity based progranuue, and provision of reproductive health

services.
3.3.1.3 Appropriateness of Family Planning Programme

As stated, it is estimated tha: approximately 20% of eligible couples have an unmet need for
modern contraception. This implies that considerable opportunity exists to improve access
and availability to modern family planning information and services.

RDP-EHC IV proposes 10 adopt the same family planning programme as in RDP IIL

The programme’s aim is o facilitate and complement the government family planning
programme, Information. education and motivation on family planning are be provided
through various forums, such as house o house visits. VO and other meetings. The S§
coordinates with the FWA and helps to organise sawellite clinics. She informs women when
the clinic is to be held and motivates them 0 auend. The SS aiso directly sells socially

marketed brands of oral pill and condom.

Clearly, the programme does serve o increase availability and accessibility of family
planning information and services. As discussed in section 3.3.1.2, the strategy of
government facilitation is believed 10 be an appropriate one. VOs allow a large and relevant
group of people to be reached, that is: women of reproductive age. However, by
concentrating on VO members alone, the programme is missing other important groups of
people, namely men and adolescent girls. All contraceptive information and services are
currently directed at VO women. Male responsibility in family planning needs 1o be
enhanced, particularly since they are the main decision makers. On a one to one basis this
may be difficult since all the health workers are female. But on a group basis it may be
culturally more acceptable. One SS said that she sells condoms to women and not men.
Adolescence is the time when girls should be given family planning information and advice.
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Socially Marketed Contraceptives

Sale of socially marketed brands of contraceptives by the 55 is an innovative idea. It serves

to both increase accessibility to contraceptives, as well as increase choice. Culturally. it may
be difficult for women o approach local chemists and other reiail outlets 10 buy pills or

condoms, One SS explained that one of her regular pill clients had first tried the pill
provided by government, but had suffered side effects. She finds the pill provided by the S5

more suitable.
The SSs charge the following prices for pills and condoms.
Table 1 - Sale Price for Pills and Condoms

Oral Pill (2 cycles)

a) Maya
b) Ovacon
¢} Norquest

The prices charged by SS appear 10 be almost the same as those charged by commercial
retail outlets.

The SSs that the consultant met during the field visit most commonly stocked only Maya
brand of oral pill. Contraceptive sales by SS are low. The reason for this remains unclear. In
the absence of a marked price difference, it may be that clients are finding it equally
convenient t0 buy contraceptives from retail outlets. This needs 1o be explored more closely.

The feasibility of the SS supplying a progesterone only pill for amenorrheic lactating mothers
should be explored. This is not available in the government programme.

foks with €
At present SS liaises with the FWA on an ad-hoc basis. It would be more effective if more
formal channels of communications were developed, such as scheduled weekly meetings.

Quality of Care

Based on an assessment of the present family planning programme in RDP, greater auention
needs 1o be given 1o quality of care issues during RDP IV. This includes:
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. technical competence of the SS. The SS demonstrated mixed knowledge of
contraindications, and side effects associated with different methods. It is
important that she is referring effectively for wreatment/management of side
effects 1o government facilities.

- provision of information on all methods of contraceptives, 10 ensure informed
choice can be made by the client. With the exception of two flip charts in each
area office the programme has no otber JEC maierials. (Provision for IEC
materials has been made in the revised RDP-EHC [V budget.)

8 Information and counselling on the differential STI risk of specific
contraceptives
Follow up and counselling of drop outs
Monitoring continuation rates of contraceptive use

The programme should anempt wo influence opinions of relevant community leaders regards
family planning, especially religious leaders.

Other components of RDP will automatically serve to increase demand for contraception.
Female education and access to employment opporwnities influence desired family size as
well as the ability of women to exercise their right to control fertility.

It is recommended that:

= family planning information and services be also provided to men and

adolescent girls.
. the SS8s offer a wider choice of socially marketed brands of oral pill and

condoms.
* the SS develops more formal channels of communication with the FWA.

. the quality of the family planning progranuue be improved.

3.3.1.4 Family Planning vs. Reproductive Health

RDP-EHC [V programme does not address wider reproductive health needs of women. [t is
confined to a more narrow focus on family planning and maternal health.

A recent sudy undertaken by the Bangladesh Women's Health Coalition (BWHC) found 60%
of married women suffering from a Reproductive Tract Infection (RTT). including those that
are sexually transmitted (STI). It is estimaied that 20% of maternal moruality is attributed 1o

septic and incomplete abortions.
Women's health needs are much broader then those addressed by the proposed programme.
The programme is understandably limited by what it can achieve in this area. as the main

provider of health care s the SS. However. the programume could play an importam role in
providing information and education about RTIs/STls (w0 both men and women) through
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existing forums. Though widely prevalent, women usually do not seek RTI treatment until
latter stages of the disease. The programme could raise awarencss on this heaith problem,
provide information on risk of infection. and symptoms. and encourage early uptake of
reatmenl. For those considered at risk of an STI. the 55 can promote condom use. In fact as
mentioned, the family planning programme should be providing contraceptive advise on the

basis of STI risk assessment.
HPP has recently introduced reproductive health care in their programme. This includes

community based syndromic diagnosis of RTls. Though still early, HPP experience in
reproductive health care provision should be monitored. and if appropriate introduced into

RDP.

Those areas with a clinic have more scope 10 address reproductive health needs. The clinics

will have a small laboratory. Therefore clinics can provide RTI diagnosis and treatment.
Furthermore as discussed, the clinics would allow a mobile service 10 be developed providing

services, such as MR, family planning services, RTI/STI treatment. etc.

RDP can play an important role as advocate of women's health and reproductive rights.
Other components of RDP, such as education, enhancement of employment opportunities,
social awareness and legal rights all feed into the broader goal of women's empowerment. It
would be a missed opportunity if RDP IV did not include some of the above reproductive

heaith components.
It recommended: that the programme addresses wider reproductive health needs of
wnen.

3.3.2 Economic
3.3.2.1 Cost effectiveness of RDP-PHC IV

3.3.2.1.1 Costs

Total project cost of RDP-PHC IV is Tk 319.233.640. Of this Community Based Care is Tk.
198,035,640 and 80 clinics Tk. 121,198.000. Costs are analysed in the following manner.

7 by capital versus non-capital items.
- by project start up cost (including initial training and capital cosis) versus
operating costs (operating, refresher training. supervision, and monitoring

COsts).
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Capital and start up costs for the community based project are marginal relative 10 operating
costs. They are a more significant proportion in the clinics.

Cost of the community based programme is Tk. 3.960.713 per annum (or Tk. 3.526.793 per
annum minus start up cosis). Cost of 80 clinics is Tk. 24.239.600 per annum (or Tk.

19,423,600 per annum minus start up cosis).

3.3.2.1.2 Measures of Effectiveness

Unlike economic activities, benefits of social development programmes like health can not be
measured in monetary terms. The ultimate measure of impact is an improvement in heaith
status, indicated by morality, morbidity and fertility levels. However, even this is difficult to
measure, and recourse is usually taken to measures of programme outputs, such as numbers
of clients served (eg. numbers of children immunized or family planning acceptors).

The main beneficiaries of the health programme are the VO members and their households.
There will be a ol of 1,800,000 VO members in the 300 areas. If it is assumed that each
houschold has 5 members then the project will serve a wotal of 9.000.000 people.

The clinic will serve the entire community. According o RDP estimates, the 80 clinics will
see a total of 7,603,200 clients over the 5 years (based on the clinic remaining open for 288
days per year) or each clinic will see 19.008 patients per year.

3.3.2.1.3 Cost Effeciiveness

Crude unit costs can be caiculated for the community based programme and for the clinics.
By the end of year 5 the project will be serving a total of 1.800,000 VO members, and 80
clinics will have seen a 1otal of 7.603,200 clients. Therefore cost per beneficiary in the
community based programme is Tk. 2.2. Cost per clinic contact is Tk. (6. (These inciude
capital and start up costs. Both the community based programme and clinics can be
concluded to low cost interventions.

A recent review underiaken by RED estimated the cost effectiveness of the existing RDP-
PHC programme. The study estimated the unit costs of individual programme components.
Although the study has some methodological problems it nevertheless gives some indication
of programme unit costs. For example, cost per new couple accepting family planning was
estimated to be Tk. 36.4, cost per fully immunized child Tk. 18.60. and cost per slab latrine
or wbewell installed Tk. 26.8. Unit costs were compared to those in HPP. Cost were
significantly lower in RDP-PHC. For example in HPP the cost per new accepting couple was
estimated to be 305 compared 10 36.4 in RDP. However. such cost comparisons should be
interpreted with caution since qualitative differences between the programme are not taken
ino consideration.

Cosis are lower since large overhead costs are shared with other RDP activities. at area,
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regional and health office levels. The programmes have common management staff, rent and
utility costs, staff accommodation and transport costs are all shared with other RDP
activities. The integrated approach adopied by RDP for social and economic development can
be concluded to be extremely cost effective.

3.3.2.2 Cost recovery and Financial Sustainability

3.3.2.2.1 Cost recovery in community based programme

RDP 1V proposes o continue implementation of the community financing strategy in the
community based programme. As discussed in section 3.1.3. the scheme is operating fairly
successfully. SSs appear to be satisfied with their earning potential. They curreatly earn
about Tk. 350 a month. This is supplementary income for 5Ss. since they are also involved
in income generating activities through VOs. However, they do spend several hours each day
on their health duties. SSs deserve more payment in relation to the work they are expected o

do.

The margin for increasing prices of drugs and other commeodities sold by the SS is small.
However, it is recommended that non-VO member households be charged more then VO
member households. Although not mentioned in the proposal. RDP have been considering
introduction of another financing method in the health programme. VO members would be
asked 1o contribute Tk. 10 towards a health card. This would be a compulsory contribution
linked to VO membership. Half of this would be paid 1o the SS. and the other Tk.5 retained
by the project. It is estimated that this financing scheme would generate a total of Tk 60.000
for each Area Office (based on a membership of 6.000). 5Ss would earn the equivalent of

Tk. 750 per annum.

The consultant supports implementation of this financing scheme. However. the popularity of
such a scheme would have 1o be tested. Adding more and more compulsory requirements o
membership can also prove counter productive. For example. members are already required

to contribute to a life insurance scheme.

The revolving drug fund at Area Offices have operated effectively. The funds have gradually
appreciated in value. Fees have been set at nominal levels, well below market rates. VO
members do not appear to experience difficulties in paying for SS services. Although one
study did find that in some cases the SS was having o provide care on credit (N. Islam
1994}, This needs more investigation.

3.3.2.2.2 Cost recovery in clinics

RDP |V further proposes to recover cosis through the clinics. They plan to levy user charges
for a doctor consultation and laboratory tests. Non-VO members (Tk. 20) will be charged
more then VO members (Tk. 10) for consultation. They will be charged equally for
laboratory tests. Initial seed capiial has been requested for a revolving drug fund. Drugs will
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be sold at a slight mark-up to cover adminisirative cosls.

To encourage patients to first see the SS, patients who go straight to the clinic will be
charged more then those referred by the SS.

Fee levels

Ideally, fee levels should be set on the basis of willingness and ability to pay. Willingness to
pay is indicated by what people are already spending on health. Currently peopie pay for
health in both government and privaie sectors. A number of studies in the couniry have
found quite high levels of spending on health. For example. one study estimated that people
spend almost 9% of total annual household income on health (URC, 1993). This same study
showed that much of this spending is provided on credit. This suggests that although people
are spending on health, capacity 10 pay is limited. The clinics would allow some of this
expenditure 10 be re-direcied towards more low cost care of higher quality care.

Fee levels have been ser with consideration of charges made by village health practitioners
(between Tk. 10 w Tk. 20). and un-official payments made to government doctors
(reportedly up to Tk 40). A consultation fee of TK.10 is considered to be within the paying
capacity of VO members and their families.

The clinics will also provide drugs at lower cost then presently available. VHPs usuvally
provide drugs. and charge a combined fee for consultation and drugs. While in government
maost often a prescription is given and drugs purchased from commercial outlets.

3.3.2.2.3 Financial Viability and Sustainability

Clinics (Pilot)

Cost recovery estimates for the pilot clinics are reflected in the budget. They are based on a
projection of the number of clients (VO and non-VO) each clinic expects 10 see each year.
Support has been requested for siart up costs of clinics (including, capital and training), plus
recurrent cost support an a declining basis as fee revenue increases. They estimaie that
clinics will break even by year 4 of operation. plus generate a surplus sufficient 10 support
part of the outreach programme, namely the salary costs of the PAs.

The cost recovery estimates do not include replacement costs of capital or cost of training
new doctors. They envisage that doctors will stay for an average of 5 years. Strictly speaking
these costs should be included in the financial viability analysis.

It is difficult to assess the financial feasibility of clinics. Clearly. this is one if the intentions
of the pilol. However, cosl recovery estimates seem 1o be based on sound projection of clinic
utilisation. There is a demand for the services. as well as some willingness and capacity 10
pay. The consultant is aware of at least one other NGO in the country which runs a clinic
entirely on the proceeds of user fee revenue, the Dhaka Community Hospital.
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pay. The consultant is aware of at least one other NGO in the country which runs a clinic
entirely on the proceeds of user fee revenue, the Dhaka Community Hospital.
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The programine would need 10 monitor closely clinic fee revenue over the pilot period. and
track cost recovery levels. It would also be important to monitor utilisation patterns, for
example the types of illnesses treated. age and sex of patients, and the relative proportion of
VO and non VO users.

RDP-EHC overall

Based on the above estimates, arcas with clinics would cover a significant proportion of their
recurrent costs. This would include all clinic operating costs plus the salary cost of the 2
PAs. Other higher level costs such as the PO at the regional office. zonal and head office
staff will need on-going subsidy. Areas without clinics will need on-going support for all
costs from area office w0 head office levels.

Theé prime goal of RDP-EHC should not be achievement of financial self-reliance. Rather
this should be the goal of RDP overall. The health programme may need 1o be cross
subsidised either from surpluses generated by other RDP sectors or other sources. The health
programme’s main goal should be to meet priority health needs, and to recover costs 0 a
level that community is able to bear.

3.3.2.2.4 Aliernative financing method: health insurance

An ideal opportunity exists o introduce a health insurance/pre-payment scheme in areas that
have clinics. Communities value access 10 curative services. While VOs provide ready

formed community groups for pooling and sharing “health risks”®,

In such a scheme all VO members would be required to contribute a fixed sum per annum.
This would entitle them and their families to the services of the SS (the SS would coatinue 0
sell drugs and other commodities), and access o subsidised clinic services, Contributions
would have to be made a compulsory requirement of VO membership. otherwise people who
felt they didn’t need services might opt out. Non-VO members would continue 10 pay more

for both SS and clinic services.

Alternatively, contributions could be linked to interest charged on loans. A portion of loan
payments could be earmarked (o a special health fund. This would operate like social or

compuisory health insurance.

In either scheme the level of contributions and the package of benefits would have to be
worked out. For example, an entitlement could be access to the clinic doctor and drugs at
reduced cost. Earlier, BRAC had a health insurance scheme, in which payments were made
in kind, in the form of rice. This was not successful and was withdrawn. The proposed
package of services are much different to the one provided earlier. Plus VO groups provide a
good organisational base on which w0 implement heaith insurance.

It is recommended: that RDP explore further the idea of introduction of a health
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insurance scheme in areas were clinics are being piloted.
3.3.2.3 Volunteers and Paid Staff: Possible Eftects on Quality of Care

The project does not make use of volunteers. The SS is compensaied by the revenue she
generates from sale of drugs. contraceptives eic. Her total earnings are not very high
(spproximately Tk. 350 per month). However, she is a part time worker. and as a VO
member is also usually engaged in another economic activity.

Quality issues stifl remain however. For example. because the SS's earnings are linked to the
quantity of services she provides, there is an incentive to over prescribe drugs. The
programme monitors total cost of drugs issued by each SSs. So to some exient it is possible
to pick out if a particulariy SS is prescribing relatively more drugs.

Some use of volunteers is made by the programme through the small groups within VOs
Each smalil group has a leader who has responsibility for a particular health task. More then
volunteerism, this scheme serves 10 increase local participation in the programme.

3.3.3 institutional
3.3.3.1 Plans and Viability for Merging RDP and HPP

"The WHDP plan calls for integration of the health progranune with BRAC’s ongoing
Rural Development Progranune over a six year period, eventually culminating in a self-
financed Rural Credit Programme”. BRAC’s long term strategy combines literacy,
heailth, education, credit and income-generation with preventive, promotive and small
amount of curative health care. The over-arching goal is a health system that will be
sustainable without BRAC" (Lovell and Abed).

BRAC has not begun 10 operationalise the intent of integration of HPP with RDP. The two
programmes largely remain independent health initiatives. To date little thought has been
given 10 the relationship between the two programmes, and how best they could be developed
in 2 way that could be mutually beneficial and supportive. :

There is a need to further conceptualise and clarify the objectives of two programmes. It is
agreed that BRAC's long term efforis in health should be direcied through RDP. It represents
an integrated. cost effective, and sustainable approach o health service provision. However,
presently it comprises of a minimal and selective package of health interventions. The health
programme appears 10 have besn Kepl 10 a minimum for two main reasons. Firstly, due to
cost concerns since RDP's overall goal is financial sustainability. Second. due 10
management and technical capacities within RDP. The management and technical
requirements of different RDP components already pose a considerable challenge.

HPP on the other hand comprises a more comprehensive health project. It developed with the
mandate to serve as an innovator in the health field, and pilot test new approaches. The
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programme has grown considerably in size. It has also developed considerable technical
capacity in health.

Currently, the two health programmes are physically and geographically distinct. Although
HPP is working in 30 RDP areas, the programmes are implemented separately (in these areas
there is no PHC component), In addition, HPP also works in areas where RDP is not
present.

Taking into consideration these realities, two main options are identified for future
management of HPP and RDP-EHC.

1) Integrate HPP with RDP. (This is the scenario outlined in the opening BRAC sumtement)
In this option, the health project in RDP would need o continue (o be funded by donors

since it will be a larger and more comprehensive project.

2) RDP continues to provide a selective package of health interventions, that is both
affordable and sustainable. HPP could then have the responsibility for providing additional
health inputs as felt appropriaie, ie “top”™ up this package. This additional health care would
be grant supported. In this option HPP would have to have a physical presence in RDP
arcas, which means it may have to relocate in the long term.

The consultant favours the second option since it takes into consideration long term
sustainability requirements. It is also the more favourable option in terms of consideration of
RDP’s technical and management capacity. The first option would add considerably o RDP’s
management and technical burden. An example of this relationship would be demonstrated by
the idea of the mobile service. This would be run by HPP in RDP arcas. but would utilise

the clinic doctor. -
In the event of either scenario, there s an inmediate need to create channels of
communication within the organisation that allow RDP to wap wechnical expertise of HPP.
Also a means whereby HPP experiences and lessons from pilot activities can be transferred
into RDP. The recent commitice that has been set up to bring the two health programmes
together, chaired by RED marks a beginning. The committee should aim for greater
coordination and joint planning between the two health programmes. The commitiee should
also provide a means for RDP 10 tap the technical expertise of HPP, for example for
training.

3.3.3.2 Coordination and Complementarity RDP and NGOs. Government and Privaie
Practitioners

Complemeatarity of RDP and government health programmes has already been discussed in
section 3.3.1.2. RDP coordinates with government at a number of differemt levels:

At the regional level; the regional manager and PO(H) meet with the district health
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adminisrator, the civil surgeon.

the area manager and PO(H) meet with the Thana Health
Adminisirator.

the S8 and PA liaise with the FWV and FWA. Most commenly
they discuss the schedule for the EPI and satellie chinics. The
SS coordinates with the FWA to maintain her records. namely
eligible couples and immunisation.

At area office level;

At the village level;

Coordination in this sense is good between RDP and the government. Such meetings serve o
increase government public accounwability, especially in organisation of EPl and satellite
clinics. The coordination between the 8§ and FWA seems a little ad-hoc at present. This
could be formalised through scheduled weekly meetings.

The regional manager sits on the district level NGO coordinating body, which is chaired by
the district magistrate. Coordination with other NGOs is not as well developed as with
government. It exists o the exigmt that RDP will pot provide services if an another NGO s
working in the same area. For example in Magab where ICODDRB s working. The
coordination with smaller NGOs is not so good. The health programme within RDP is
constrained with regards where it can choose o operate, since 1t is part of a larger credit and
employment programme. Nevertheless, 1o avoid duplication of services and (o increase
impact RDP needs o coordination more effectively with smaller NGOs.

The programme’s links wich private practitioners, particularly the indigenous private sector is
more tenuous. Some SSs do refer 10 VHPs if the case is complicated and they are unable to
treat. However, the general consensus among RDP health staff (especially PA level and
above]) is that the majority are quacks. Clearly there is mixed quality of care in the sector,
but it is the largest health provider (approximately 70% of all health contacts are with VHPs)

and they cannot be ignored.

In areas where clinics are opened. it will be importam 10 develop referral linkages with
VHPs. RDP could even help in upgrading their skills, through provision of training. This
could be undertaken by the clinic doctor.

It is recommended:
- that the health programme networks and coordinates with other health
NGOs

. that greater links are established with the indigenous private sector.
3.3.4 Environmental

3.3.4.1 Implications of family planning programme for natural resource management
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RDP’s health programme does include family planning information and services. 5Ss sell the
oral pill and refer clients 10 government for non-clinical contraception. As a result the
programine contributes to a lowering of fertility. In terms of natural resource management,

fewer people mean less pressure on natural resources.
3.4 Budget Revisions

The budget has undergone considerabie revision:

Medical officers at the regional office have been removed (it was not considered pecessary 1©
have one medical officer in each of the 30 regions)

A larger allocation has been made for bealth educanion materials

The revolving drug funds for pit iatrines and twbewells have been removed. These costs are
now met in the environment programme.

Cost of 80 pilot clinics has been added

Salary cost of 80 POs(H) have been removed, to reflect the change in management siruciure
where there are clinics

A motor cycle for each clinic doctor has been costed in.

Ouistanding errors in budget revision #2135 that need correction: 1. The costs of chemicals
and reagents for laboratory tests have been omitted in budget calculations. 2. Training costs
of medical officers and laboratory technicians incorrectly appears under essential health care
(or the community based programune).

3.5 Conclusions and Recommendations

RDP provides an ideal means for integraled social and economic development. There is a

synergistic relationship between health and other RDP inputs. Better health leads directly t0
greater productivity and thus higher income status. Conversely enhanced socio-economic

status I::ds directly to better health. 1l heaith has also been identified as one of the reasons
why VO members fall behind on savings and loan repayments (BRAC Monitoring Unit).
VOs provide ready formed groups through which health activities can be directed. They
present access to a large and relevant constituency. namely women of reproductive age. RDP
is also a cost effective means of providing health care. Shared physical and management
structures resuit in fower costs. {t aiso provides scope for fong term sustainability of health
activities, both in financial and organisational terms.

However, 1o date health programme in RDP has noi reached its full potential. The swrategic
intent 1o evolve a package of essential health care that balances community needs,
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government responsibility and capacity, and RDP capacity is considered appropriaie.
However, government facilitation efforts need to be better defined and strengthened. The
health programme comprises of a minimal package of health interventions. The concern for
financial sustainability appears to be the main reason why the programme has been kept to its
current small scope While cost and long term sustainability are obviously imporiant
considerations in project design, they should not be the main criteria. Financial sustainability
of RDP overall would be a more appropriate goal. The health programme may then require
10 be cross subsidised by surpluses generated by other RDP programmes.

The health programme has had some impact on health service uptake and health behaviours,
However, it needs to be both strengthened and deepened. In particular. technical capacity
among senior staff is weak. It is recommended that the Health Sector Specialist receive

public health training.

Clinics represent a strategic shift for BRAC towards more direct service delivery. By
increasing their service delivery role, they are accepting the limitations of their approach of
government facilitation and complementarity. The clinics would fill 2 gap in the existing
health service delivery system - low cost, quality first level referral care. They would also
provide scope for strengthening the community based health programme, enhance RDP-EHC
sustainability and allow reproductive health services to be developed. However, the question
still remains whether curative service provision is the best role for BRAC 10 play?

BRAC's long term efforts in heaith should continue to be direcied through RDP. since it is
the integrated, cost effective and financially sustainable approach. HPP should serve o “top
up® the RDP health programme. For this to happen. HPP needs to re-locate geographically
10 RDP areas, and greater working links esablished between the two programmes. In
particular, RDP should tap the echnical experuse of HPP.

In sum, the consultant reconunends that donors support RDP-EHC IV,

However, attention needs to be given in Phase [V (o strengthening and deepening the health
programme. Ideally, it would be better if there was no expansion in the health programme in
the first year of Phase IV, and auention was given to making gualitative improvements in
existing RDP-EHC area. However, health is just one component in RDP. and RDP as a
whole is due to expand in 1996. Since it would be difficult to omit health from the overall
RDP package. it is recommended that it be included. It would be better if the health
programme in new areas staried first with water, sanitation and health education activities,
Curative, family planning and other services can be added once qualitative improvements
have been made in the existing programme areas.

It is recommended that support be provided to the pilot clinics.
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4.0 Overview

The consultants are firmly of the opinion that BRAC has 2 model for NFPE that s cost
effective and efficient. The strategies that BRAC has employed have evolved through a
process of trial and error over several years and are now clearly sound and proven and

should therefore be supporied.

The whole programme is delivered through & set of standardized packages. BRAC's
fiexibility lies not within the packages themselves but in its ability to redesign those packages
in the light of experience. Thus there is little room for individuals 10 respond o local .
situations and to develop aliernative materials, but the resources provided for them belp with
a variety of situations.

The secret of BRAC's success in the field of NFPE lies in its field management structure and
the continuous support and supervision that is provided for the weachers through Programme
Officers and Assistants, who are in wrn monitored and supporied.

The optimal use and coordination of local community and human resources is also a vital
factor in the success of the overall sirategy.

As a result, BRAC is making a significant contribution to Education for All in Bangladesh.

Together with associaied NGOs, BRAC reaches something like 10% of the population not

covered by the formal sysiem. Its material and experience are influential and valued by all

warking in the field, bath NGOs and government. As such, BRAC plays a key role in NFPE

in particular, and primary education in general.

The plans that BRAC has for consolidating and improving the quality of what it provides is

umely and founded upon a realistic judgement of its capacities. In doing this, BRAC needs w0

consider several issues:

e Given its mission to assist in the alleviation of poverty, a thorough reexamination of
policy on weacher and pupil selection is required in order to explore ways that.will not
exclude the very poorest and most disadvantaged sections of Bangladeshi society.

Consideration needs to be given to the production of more fiexible materials thar will
meet the needs of pupils with different capacities and capabilities.

e More commitment is required to the training and reténtion of specialist staff in the
central offices with a carefully thought through career structure being provided.

° A stand alone NFPE programme can operaie effectively, but without the added
advaniage of linkages with other RDP development interventions, its potential

multiplier development impact is reduced.
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Cooperation and coordination of BRAC's activities with those of government and
other NGOs 1s now vital if future duplication of effort is to be avoided and
experiences and expertise are 10 be shared.

4.1 Social
4.1.1. Programme’s Appropriateness to the Needs and Resources of Target Groups

BRAC's NFPE model is conceptualized, designed and operationalized with the purpose of
meeting the needs of the poor and taking into account their very limited resources. Both the
NFPE schools (for 6-10 year olds) and the PEOC schools (for 11-14 year-olds) represent an
alternative approach and solution to address the constraints and barriers that have prevented
the poor sending their children to formal schools and those that have resulted in their drop-
out.” These constraints are well known and nesd not be repeated here.

The BRAC schools circumvent these barriers and constraints associated with formal schools
by providing relevant and high quality primary education using a nonformal mode of
delivery. The nonformal approach includes such features as the location of the school in or
near the vilfage, flexible scheduling of classes, sympathetic and dedicated teachers from their
own community, smaller class size, minimizing the opportunity costs in attending schools,
the parents’ involvement in the affairs of the school, and the totally free provision of

education.

The NFPE programme is intended 10 reach the poores: in rural Bangladesh. Through is
nonformal mode of delivery, BRAC's NFPE programme is able 10 reach poor children who
are drop-outs and non-starters, and especially girls who are the most disadvantaged.

According to the 1993 BRAC Report on NFPE, out of 2 total enrolment of 408,363 children,
girls made up about 70% in the NFPE schools, and the corresponding female enrollment in
PEOC schools was about 73%. Of the 100,210 graduates from both types of schools, about
78% were girls. More than 90% of the teachers were women.

Statistical socip-economic dara on the entire target group of the NFPE programme are not
available. However, a small comparative study of eight villages served by BRAC schools and
government primary schools carried out by Khan and Arefeen in [992 cited in the study by
Lovell (1992, p.33) provides one micro statistical profile. The study showed that 72% of the
children of BRAC's schools came from families who owned less than 0.15 hectares of land
including the homestead versus 29% of the parents of government school students. The
annual income of households of BRAC's targer group was less than 20,000 Tk. compared
with about 25,000 Tk. of the families whose children were in government schools. 76% of
the BRAC houscholds were headed by parents with less than three years of formal schooling
compared with 63% of the parents of formal school students.

[B¥]



The eligibility criteria of BRAC's NFPE programme are as follows:

At least 8 years old
Family with less than .2 hectares of land, inciuding it homestead

Never atiended primary school or dropped out
70% twrgewed o girls.

* o0

Based on the findings from 12 localities that were studied by BRAC in its Impact Assessment
Study of RDP (1995), on average 40% of the school children came from the poor sections
(the target group), and 60% from the non-target group. This finding can be explained by the
fact that although NFPE policy emphasizes targeting, in the case of RDP areas it does not
limit enroliment 1o the children of the members of Village Organizations (VOs) only.
According 0 the study, there was some evidence 10 suggest that the richer families wanted 10
send their children to NFPE schools because they considered them as betier than formal
primary schools. In addition, it is possible that the selection criteria were not used
rigorously. However, 0o much should not be read into this siudy for several reasons. The
findings were based on a very small sample of 12 localities, and the siudy did not define the
term “richer families” in relation o the target groups. ln any case. the term ought to be
interpreted In pelagive terms in the context of pervasive poverty. In addicion, the study did
not indicate whether or not the most of the poor children had already been served by one or

more cycles of the NFPE programme.

The overall policy in both the RDP and non-RDP areas is 10 give first priority 10 the eligible
children of the poor, and if there are any more places available, then the children from the
relatively better-off households can be accepied, This raises the question of whether BRAC
schools are seen as " poor people’s schools® or "community schools®.

Given the fact that che poorest of the poor live in remote and isolated areas, and given the
unavailability of the programme-wide satistical data on the target group, it is plausible 10
argus that perhaps BRAC has not been able 10 serve the most disadvantaged. However. this
problematique is addressed 1o some extent through the Education Support Programme (ESP).
Through the ESP, BRAC supports and funds small grassroots NGOs to open NFPE schools
using the BRAC model. These schools run by small grassroots organizations serve those
disadvantaged communities where BRAC is not operating. For example, some of these NGOs
run schools in the some of the poorest parts of the country inhabited by indigenous/tribal
peoples. As of Ociober 1994, 1473 schools have been supported and funded by BRAC
through 138 NGOs. ESP intends to fund more-schools and more NGQs in the future. In this
way, BRAC is able, albeit on a very small scale, to reach the most deprived areas.

Another question about reaching the most deprived relates 1o BRAC's selection policy for its
teachers. The majority of tzachers should be women with 2 minimum of 9 years of formal
schooling, married and living in or near the village where the school is located. This is
admirable for a large number of situations and obviously works well. However. it would
probably be difficult o find weachers with this level of formal schooling, and especially
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women, in the most disadvantaged villages against the background of the very low literacy
rate in the country. On the other hand, 1o have teachers with lower levels of formal
schooling will most likely jeopardize the quality of education provided. There is no direct
evidence that BRAC's tight selection policy for its seachers prevents it from serving the
poorest villages, but attention needs 10 be drawn to the possibility of this situation occurring.

In selecting the pupils for its schools, the field staff conduct face o face interviews with
prospective pupils. In this antempt it assesses, among other things, cognitive ability. Through
this process, classes of 33, predominamily girls, are produced. Observation of classes, albeit
from limited samples, led the consultants o note that there appeared 1o be no children with
any particular special nesds. Thus children with hearing or visual difficulties were not
detected as one might have expected. No children with physical problems were present
either. The field swaff pointed out to the consultants that children with severe learning
difficulties were screened out. Combining these factors in the selection of process with the
fact that girls tiend 1o be more diligent than boys in their studies, then the success of BRAC
needs to be viewed in that light. There may well be an argument for some pupils with severe
learning and physical difficulties to be catered for in special institutions, but there must be a
large group who could and should be in mainstream schools and whaose needs are not

apparently being catered for.

Some of the foregoing observations on the socio-economic status of BRAC s NFPE children
should ot be interpreted to suggest that the vast majority of the NFPE children of the arget
group are not being served. These observations should serve as mere signs of caution and as
pointers to the need to pay more attention to the rigorous application of BRAC's selection
criteria. In addition, BRAC in its strategy document for RDP IV has recognized the difficulty
of reaching the botwom 10% of the poor, as is the case with many other comparable NGOs.

Regarding the BRAC graduaes” access w formal schooils, die record has been very
encouraging. In the 3-year period between 1990 and 1992, more than 90% of BRAC
graduates entered formal primary schools. This eatry rate is higher than that of the formal
school studems who began in the formal sysiem (Ahmed. et al., 1993). Based on a BRAC
study (Khan and Chowdhry, 1591), 38% of the BRAC graduates who entered Class [V in
1989 prozressed 1o Class V, and in 1990, 74% of those who entered Class |V progressed w0

cizss V.

Conclusion:

By and large, BRAC is reaching a large majority of the poor children in the areas in wh
ich it is operating.

Recommendation:

BRAC should carzfully review its strategies with a view to ensuring that the very
poorest seaments of the population are being reached.
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4.2 Economic
4.2.1. Comparative unit costs

a. Unit costs of the formal education system and those of BRAC are generally regarded as
being equal when the differences in activity are taken into account. In particular the high
retention rates and good achievement of its pupils in comparison to those attending
government institutions, make BRAC schools comparatively cost effective.

This performance is achieved through judicial use of its resources as revealed in its unique
spending profile. As can be seen from the table below, a relatively very small proportion of
income is spent on teachers salaries while an equally high proportion is devoted 1o high
quality direct management and in-school support for the teachers. Similarly relatively large
sums are spent on pupils’ materials and this is achieved through 2 policy of renting

accommeodation rather than building.
Table 1. Expenditure by BRAC on NFPE Programme

Expenditure Percent
Teacher salaries 29.1
Direct management 27.0
Students” books etc. 20.2
School rent 12.1
Training 6.1
Teaching aids & equipmen: 4.0
Siaff offices & housing B
Tozal 100

Source: Ahmed et al 1993

b. When comparing the unit costs of BRAC and those of smaller NGO's also engaged in the
provision of NFPE, figures quoted have been of the order of USS19 and USS17 respectively,
per pupil per year. A similar case ip thar made above can be purt regarding BRAC cosis.
The smaller organizations do not maintain the same infrastructure and central services as do
BRAC, neither do they provide exiension libraries, R & D facilities, or overall monitoring
services. Frequently they do not have the capacity 1o produce their own curriculum materials
or even to produce budgets. Much reliance is therefore placed upon the services of BRAC in
all of these areas, most particularly in the provision of student materials and staff training.
Thus for many of the smaller NGO’s the support of BRAC is probably crucial for their
ability to function successfully in the area of NFPE.



This service facility provided by BRAC, aithough paid for, is a justification, in part, for its
higher costs. If the Phase IV proposals for BRAC to extend is capacity and to assist
additional small NGO's with mazerials, then this is 10 be welcomed and will also further

justify the higher BRAC costs providing they do not rise further.

Up o a point greater size increases efficiency and reduce unit costs for any programme,
When the savings produced are ploughed back into providing a betier and more
comprehensive service, such as provided by BRAC through uts curriculum development
programme, monitoring, R & D, training programmes etc., then there are obvious
advantages. If this starts t0 spawn a burgeoning bureaucracy that drains resources, then care
is required. BRAC is probably at the point in the provision of NFPE where its size is in
danger of jeopardizing its cost effectiveness and this needs 10 be monitored carefully.

4.2.2. Access to Government Funding

It is difficuir at this stage 10 disaggregate the issue of access to government funding from a
consideration of the government’s whole approach 1o NFPE. .

With the recent General Education Programme (GEP) and the Expansion of Integrated Non-
Formal Education Programme (INFEP), both under the Primary and Mass Education
Division, the government has taken on 2 high profile commiiment t0 non-formal primary
education. The fact that funding for the same activity is being channelled through two
different departments within the same division of the Ministry however, would seem to
indicate a lack of clarity about the importance and priority of that commitment. Some of the
responsibility for the confusion is almost certainly to be laid at the door of the funding
agencies too, in that the demands they make within their own agendas as o how and where
money is to be disbursed, creates the need for separaie channels 1o be set up. Thys GEP is
designed o fund individual NGO initiatives and therefore is able to support innovative
activities. INFEP on the other hand can only fund its own NFPE programme with is
approved curriculum and materials, and any NGO involved must keep within these guide-

lines.

Although the two approaches are understandable, it is worrying that they come under two
offices with the inevitable duplication of administration that is involved. One is also obliged
o question the commitment government has to its own NFPE programme when it is located
in a section (INFEP) that has the much larger and. for it. more imporiant remit for adult
literacy. If all government NFPE activity could be brought together under ane
administration there could be savings made. This is even more important at the moment
since the overall activity of Government in NFPE is very small. Any changes 10 donor
policy that might help to reduce this fragmentation of effort would be useful.

Quite clearly the Government, despite difficulties experienced in some areas with the use of

the term non-formal, has a commitment 1o NFPE and 0o BRAC's work in particular. This is
manifested in the direct funding, through GEP, of 900 BRAC schools in addition to a further
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17 other NGOs working in the same field. Future access by BRAC 1o government funding
however is difficult 1o predict. Should the government's own foray inio the field through
INFEP prove 10 be successful, government may choose to funnel its resources in that
direction and 1o NGOs prepared 10 work within the system. Independent programmes like

BRAC's would therefore not gualify.

As far as can be judged, the GEP programme is experimental in the sense dhat it is more
likely to fund innovative ideas and then only to a small extent. The 900 schools GEP

currently funds through BRAC is a relatively small percentage of BRAC's overall
commitments in the area. On the othér hand, if BRAC were to move o a four year cycle

then such an innovation might well be funded, or assisied through GEP resources.

What is much clearer however is that Government funding, whether raised through taxation
or loans from the World Bank or ADB, is not sufficient to the need. The bulk of all NFPE
resourcing will have to continue to come from bilateral donor agencies either directly 10 the
NGOs or funneiled through government channels. Given the current situation we would
recommend the former route 2s being the most cost effective. .

Conclusion:

BRAC is both cost efficient and cost effective. Under the present circuunstances, it seems

unlikely that BRAC will gain access to major government funding and for the
foresecable future they are likely to be heavily dependent on external aid.

Recommendations:
e For the RDP 1V phase, funding of NFPE should be carried out through aid provi
ded direct to BRAC.

° BRAC and the donors should attempt to develop a coordinated tripartite
arrangement with government for the funding of NFPE after the completion of P
hase IV.

4.3 Institutional
4.3.1. BRAC NFPE Contribution to the National Education Strategies

In its efforts o achieve Universal Primary Education (UPE) and Education for All (EFA),
the Government of Bangladesh has taken several initiatives in recent years. The major
initiatives include the enactment of the Compulsory Primary Education Act in 1990, the
General Education Programme (GEP) begun in 1992, and the Integrated Nonformal
Education Programme (INFEP) also launched in 1991. The National Plan of Action outlines
strategies and targets on childhood education, formal primary education, nonformal basic
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education and aduit literacy. For basic education. the Plan has established the following
targets:
° Increasing the primary school enrollment rate from the current 76 % 10 82% by
1995 and 0 95% by 2000,

e Raising the primary school completion rate from 40% 10 52% in 1995 and 10
70% by 2000.

° Increasing the adult literacy rate from 34% to 40% by 1995 and to 62% by
2000.

The available statistics on primary education and the school-age children from different
sources are rather conflicting and inconsistent. According to the latest statistics compiled by
UNICEF in 1993, there were 16.7 million school-age children (6 - 10 years) in Bangladesh.
Of these, 6.9 million (abous 41 %) were not enrolled; 5.9 million (about ﬁﬂ!l]l of the totl

enrolled children dropped out of primary schools.

This means that there were about 12.8 million children who were not enrolled or dropped out
of the formal primary schools. Some of the poorest children who are served by BRAC and
other NGOs belong to this caiegory. BRAC schools atempt to fill this gap to the extent that
is possible. As of June 1954, the total number of students in the NFPE/PEOC schools was
over 747,000 in 23,319 schools. Of these schools, 10,163 were funded out of the RDP donor
consortium representing about 4G% of the 1otai number of schools.

By the end of 1995, the 02l number of both NFPE and PEOC schools are expected 10 reach
up 1o 37,000 by which time BRAC will have served over a millioa children.

In the period 1996-2000, the NFPE programme will operate at the [995 levels. Of the
37,000 schools, 14,000 schools will be operated under RDP 1V funding package,
representing about 38% of the total of NFPE/PEOC schools. Under the proposed phasing-out
of NFPE schools funded through the RDP package. no new schools will be opeted.
Consequently, as the three-year cycles of each school are completed. the number of schools
supported will decrease 10 9,202 in 1998, 6,068 in 1999 and to 3,304 in 2000. These schools
are expected to produce about 588,543 graduates. Taking into acoount the expected dropout
raie of 6%. the total number of graduates will be about 584.540. The enroliment of girls is
expected to reduce from the current 70% w 60% in the next phase, since gender inequalities

will have been largely addressed by the previous programmes.

Out of the ol of 37,000 schools. 23,000 schools or 62% of the total number of NFPE
schools will operate outside the RDP funding package. After 2000, all the NFPE schools are
expected (o operate under a separatly funded programme from RDP.



The following 1able shows the breakdown of schools by year in the RDP [V as indiczted in
the LFA prepared by BRAC.

N iN b i v
Year 1996 1997 1998 1999 2000
I 2,996 6.068 - 3.034 0 0
i 4,345 2,996 3.034 3.053+ 0
m 6,439 4,936 3,134 3,034 3,034
TOTALS 14,000 14,000 9,209 6,068 3,034

BRAC's expected coverage of over a million children by the end of 1995 represents about
8% of the 12.8 million children who do not enter primary schools or drop out. Considering
this coverage in guanzitative werms, BRAC's contribution to the national plans for basic
primary education in Bangladesh is modest yet significant, and by NGO standards anywhere
in the world, it is substanual and impressive.

Notwithstanding the significant quanttative contribution, the assessment of the quantitative
dimension alone would provide a rather short-sighted and blinkered vision of BRAC's role
and coniribution to NFPE and the national educational scenario in the country. The
qualitative, strategic, and the rechnical/institution-building dimensions of BRAC's
interventions are as important and significant as the quantitative dimension.

Qualitatively, the NFPE schools perform significanily better than formal schools in terms of
the high completion rates of schooling, considerably lower drop-out rate, low teacher-pupil
ratio, and higher rate of conatinuing education of BRAC's graduates through access 1o formal

primary schools.

The strategic contribution can be viewed in (wd ways: in terms of the poverty alleviation
strategies, and in terms of influencing GOB policy on nonformal primary education. In
relation to poverty alleviation, BRAC's strategic contribution lies in the fact that BRAC
schools serve the poorest children of whom abour 70% are girls who would otherwise be by-
passed by the formal sysiem. In relation 1o GOB policy on NFPE, the initiation of both the
GEP and INFEP can perhaps be panly auributed to the recognition by the government of the
relevance, usefulness, and validity of BRAC's nonformal approach to primary schooling and
its proven NFPE model. Through the GEP, the government funds BRAC's 900 NFPE
schools in addition to other similar schools of 17 other NGOs. Through INFEP, the
government has initiated its own nonformal primary schools using the BRAC model w a

9



large extent. Currently, BRAC is providing training 1o INFEP 10 operate its monitoring
sysiem.

At the rechnical and institution-building level, BRAC has been supporting and contributing to
the capacity-building of 138 small grassroots NGOs who have run 1,475 NFPE schools. The
technical assistance provided by BRAC consists of financing the schools, training the
management staff as well as the teachers, and providing them with the teaching materials.
Over a period of time, these NGOs plan 10 increase the number of NFPE schools. The
institution-building and sirengthening of their management capacity has the potential
multiplier effect of enabling them to engage in new development programmes for the poor.
In addition, w0 date, BRAC has also provided the necessary training and maierials 10 45 other
large and medium-size NGOs who have been operating 2 total of 1,965 nonformal primary
schools. In this group of NGOs, those that are involved in NFPE in a major way include
Rangpur Dinajpur Rural Services (RDRS), CODEC, Proshika, Jagorani Chakra. ARBAN.
HEED-Bangladesh, and the World Vision of Bangladesh.

Lastly, at the international level, it is noteworthy to touch on BRAC's contribution t© other
developing countries in Africa and Asia. BRAC has increasingly been called upon 10 share its
experiences and expertise of its NFPE model. For example. largely under UNICEF auspices,
it has helped Save the Children in Mali o institute the NFPE model and to assist another
NGO engaged in similar work in Sierra Leone. Currently, through the UNICEF regional
office in Nairobi, BRAC is working with the Governmenis of Zambia and Uganda in setting

up NFPE schools modelled on the BRAC experience.

Conclusions:

BRAC’s contribution to the national plans for basic primary education are
quantitatively modest but significant. Qualitative contributions are high in terms of perf
ormance of the schools and pupils. In relation to poverty alleviation and GOB policy on

NFPE, it is strategically influential.

BRAC’s increasing collaboration with NGOs and its technical assistance in the capacity-
building of many NGOs is desirable, significant and a growing activity,

Recommendations:
. BRAC should be encouraged and assisted to continue to make its contributions in
all of the above areas.

° BRAC should enhance its strategic and institution-building activities while mainta
ining its NFPE programme at 1995 levels.
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4.3.2. BRAC’s Role in Developing Curriculum and Learning Materials.

Curriculum has to be viewed in its widest possible sense viz. that of materials, methodology.
general classroom environment and pupil assessment techniques that are used. Given the
very humble educational background of the teachers recruited by BRAC. the village level
paraprofessionals that its policy demands, then there is 2 very real need for the curriculum to
be innovative and specially creaed for the sitvation. BRAC has produced its own written
materials for both pupils and teachers. To some extent this has been forced upon them.
Because of time constraints not all of the National curriculum’s 57 objectives can be covered
in BRAC schools. In addition the commitmen; BRAC has to the principles of making the
curriculum relevant to local needs, attractive 10 both pupils and parents and more
child/activity centred also require it 1o develop specific materials,

Since BRAC produces its own materials for use in its schools and given that many other
NGOs involved in NFPE also employ them, then the rofe of BRAC is very imporiant. As
the government itself has not, until recently, produced materials of its own for the NFPE
form of delivery, then BRAC's contribution in this arez is even more important. Indeed
BRAC materials have been influential on INFEP and the development of their curriculum.
The lead that BRAC has given, and the experi¢nce it has gained has put the organization into
a position of leadership and responsibility whereby it will be looked upon to develop and
improve whai it has already achieved.

In making an assessment of the capacity of BRAC to develop the curriculum. one has first of
all 10 look 10 what has been achieved and then auempt to evaluate the poiential for future

developments. -

BRAC"s undoubted success in producing materials has helped produce a teaching
environment from which the drop-out rate is as low as seven per cenl. The extent to which
the curriculum materials are an important factor in this overall success is something that

could usefully be investigated.

The curriculum that BRAC provides is designed to encourage a * learner-centred and
participatory approach®. Based upon our observations in the field however, it is hard 10
support this siatement. Claims of having a child-centred curriculym are almost certainly
inflated given the level of training and basic education of the teachers available. Given that
coustraint, it is probably unrealistic 1o expect BRAC's schools to cater for the individual
needs and development of children anyway. The real strength of the BRAC curriculum is
that it has managed 10 package very carefully a standard set of materials. teaching methods
and assessment procedures thar can be more or less successfully delivered by village
recruited paraprofessionals who are provided with good on-the-ground support. Some
superficial elements of a child-based curriculum have been incorporated into the mode! but
they are carried out by the teachers in a fairly rote manner. That it to say, group work is
incorporated, materials are displayed on the walls etc, but the value of these activities are
poorly understood and not exploited by the teachers in any meaningful way. There is a very
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high reliance on teacher based traditional methods. Where BRAC schools do score well is in
the area of co-curricular activities. A lot of singing, dancing and play acting is rather more
child-centred and plays an important part in the retention of children in the schools.

BRAC's experience in developing innovative materials is limited. Some of the shortcomings
in this regard are mitigated by its supervisory system and continuous teacher in-service
training. Imensive supervision is supplied by Programme Officers (PO) and Programme
Assistants (PA) who visit each school twice a week 10 provide support and advice. In
addition to their initial training of 15 days, each teacher receives a monthly refresher day,
two days before the start of year one and four days prior 10 year two.

Despite this effective sysiem however, there is a real need for attention to be paid to the
differences to be found among children. Although catering for individuals is probably still
too ambitious, extension and remedial materials are probably required for fast and slow
learners - particularly if the NFPE is to be extended to four years (see 4.3.4b). This could
well be an area where the resources of the larger NGOs with curriculum development
capacity (E.g., Proshika) could be pooled and work on different and complementary parss of
the curriculum divided up.

A further indication of the value of the curriculum. which, as has been said, must include
materials, teaching methods and attention to the general school environment. is the
comparative success NFPE graduates have had as compared to their state school compatriots.
An Assessment of Basic Competencies (ABC) developed and carried out in 1992 and 1993 in
coliaboration with UNICEF found that 60 per cent of BRAC pupils passed the test which was
better than that recorded for state school pupils.

Although 90 per cent of BRAC pupils find places in the smie sysiem for the fourth year,
their drop out rate thereafier increases dramatically o 60 per cent with girls faring the worst.
While such factors as disaance of school from home, and opporwunity costs of time may be
important features in accounting for this situation, conditions in the school eavironment and
the general curriculum on offer may also be crucial factors.

All of this would seem to point 1o some considerable practical success on the part of BRAC
in the area of curriculum development. A word of caution however is required. A study
carried out by Rashid and Chowdhury (1994) in a joint BRAC - ICDDR study indicates that
the politics of cacher sclection is also umportant and that parents” view of this are crucial in
determining whether their children auend school or not.  Given sufficient parental interest
and support. it is likely pupils will auend school regularly - perhiaps despite the curriculum
on offer. If, in addition the curriculum has been developed or adapted in respouse to
requests made by parents, then there is an even greater chance of their providing their
support. BRAC, as a matter of policy, includes parental desires in its curriculum

considerations.



Discussions with some members of the BRAC curriculum team indicated a general awareness
and sensitivity necessary for curriculum development to take place. Whilst still remaining as
close as possible 1o the national curriculum, cerain content was removed. For exampie.
HCFs and LCMs in the maths curriculum for the NFPE schools were eliminated but were
retained for the PEOC schools. More gender sensitive materials produced, such as more
pictures of women as role models and portraying girls in a more positive light. While a
brief and necessarily biased sample of materials may well be unfair, it was noted however in
a science book that there were no illustrations of female scientisis. Requests from parents 10
supplement first aid with primary health care material has also been carried out. The most
innovative development carried out by BRAC so far would seem to be the work currently
under trial for "interactive” radio in the teaching of English for class three.

Conclusions:

BRAC's track record in curriculum development is impressive in producing a realistic d
mmmwmwmﬂhmmmnmcmm
inunr:ﬂnnhmrrinﬂum&vﬂnmmmbahlylnﬂuﬁ.

Recommendations:

BRAC staff in curriculum needs to be examined carefully and strengthened and
provided with more specialist training in curriculum development.

. Staff need to be retained in specialist positions and not moved arvund too
frequently

. Selected experienced teachers need to be utilized more in the development of curr
iculum ideas

° A fourth year curriculum will have to be more flexible and cater for the different

levels of development of children

. Co-operation among NGOs with curriculum development expertise should be enc
ouraged and collaboration on different aspects of the curriculum undertaken.

4.3.3, Comparative Advantages of a Five Year Programme

There would seem to a prima facia case for BRAC 10 develop a five year programme and
possibly for that 10 be condensed into one year with the proposed new year four.

Studies conducted by the Research and Evaluation Division (Khan and Chowdhury 1992 &
1993) indicate that while former NFPE students academically perform comparatively well o
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their State school counterparts, when they pass on 10 the formal system their dropout raie
rises dramatically 10 56 per cent within two years. Some of the reasons for this finding were
identified as being the state of illiteracy of adults in the family, poor socio-economic status,
the high cost ufzrmal education, late enrollments in school, poor performance of the NFPE
teacher, lack of supervision in the formal schools and the waditional methods employed by
the formal school teachers. For girl pupils, whose dropout rate from the system was higher
that the boys, increased distance to school and early marriage must also be included among
the factors influencing their non continuation.

A five year programme provided by BRAC would therefore counter some of these factors if
the same strategies and techniques were (o be pursued as those currently employed by BRAC
for the first three classes. Thus for example, supervision and teaching methodologies would
need 1o remain largely similar. The financial considerations would need 1o be reduced. the
opportunity costs of the additional year negotiated with the parents, and an optional
attendance pattern agreed upon. With demands on illiterate parents being reduced through a
realistic homework regime and schools remaining close o the children’s homes other
pressures to remove children from the school would be reduced. -

It can be concluded that the advantages for a BRAC extension to cover the five year pri

mary programme are potentially large, with the pessibility of BRAC's very high
retention rates being extended to cover the whole of (if restricted) primary education.

One strategy that might be adopted to make such an exercise more cost effective may be for
students 10 be selected more carefully. Those assessed as being the most "at risk” of
dropping out if sent to the formal school system could be retained. Those thought o be able
and willing to transfer to the formal system should be encouraged 1w do so whilst the rest ( c.
60 per cent) could remain on the “accelerated” BRAC programme. [t is of course
recognized that such a strategy may well have to be presented 10 parents very carefully and
sensitively. BRAC schools are already often more highly regarded by parents than are the
state schools and persuading some to send their children to the formal system may prove
difficult. An additional advantage of such a strategy is the smaller classes it would yield
which in turn might help to alleviate some of the problems noted in 4.3.4a.

4.3.4. Capacity of BRAC to introduce a fourth year NFPE programme.

There would seem to be four major areas for concern in providing a two year programme for
classes four and five in a single compressed or accelerated year. Three of these are
professional issues; the teachers” abilities to cope with the higher levels of work, the
compressing of the subject macer, and the studenss’ abilities (0 cope with dhe acceleraed
course and a final technical mauer which is the relationship of such a course 10 the formal

sysiem.
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a. Teachers' capacity.

It would seem obvious that those teachers with only minimal qualifications and their BRAC
training will experience considerable difficultes in teaching to the higher levels required by
such 2 programme. Some already would appear to have problems with mathematics and.
from our limited observations in the field, competence in English is woefully inadequate even
for class three. One would also have o anticipate increased problems in the area of science
education, where experience from other countries would lead us o expect serious knowledge
shoricomings and low teacher confidence.

Despite these problems, there are potential solutions and BRAC is as well equipped as
anybody to extend its system and to cope with them. Some t2achers are clearly well able 10
manage the increased demands this development would place upon them and would probably
welcome the opportunity of taking up the challenge. This group of teachers would require at
least one more session of exiended training (15 days) to help them acquire the knowledge
they will lack. plus some additional teaching methodology training ( see b & c below). They
would also need additional refresher training and the continuous support from POs and PAs
that they currently enjoy, with the former possibly concentrating on the final year.

These more competent teachers might then be deployed in a number of different ways:

- They may simply continue with their school for a fourth year exiending the cycle as is
currently practiced.

- They may be used 1o start a new, fourth year school to serve a number of others in a
cluster.

- They may be given specialist subject training (Maths, English or Science) and deployed as
a peripatetic teacher ( a strategy already being comemplated by BRAC).

- A fourth option might be 10 change the model of schools and to offer classes One and Two
with one teacher and classes Three and Four with the more compeient and qualified eacher.
This tactic might also be of advantage in areas of high demand as it would cut the entry 10
the primary school cycle for children from three o two years.

Whatever option might be selected there would appear littie doubt that the BRAC system
could cope with the increased management demands, providing sufficient funding were made
available for the recruitment of additional POs 1o assist with supervision and increased
refresher course loads. Currently in many areas these people arce stretched to their limits.

Given that two school years will be ught in one intensive year with more highly trained

teachers, the additional outlay in teachers and supervision/training is likely 10 prove 1o be
cost effective, but this would need careful study in a pilot area.
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b. Compressing of subject matier

Two major issues arise here. The first is the need for careful selection from the national
curriculum to enable the paraprofessional teachers, with their [imited training and fieid

support, to cover the work required of them and for the two years to be compressed into
one. The second and related issue is that of the time available to teach this new syllabus.

As far as the first of these problems is concerned, BRAC has afready demonstraced its
ability, together with the parents, to make a judicial selection from the national curriculum
without overtly compromising the basic quantity and quality of provision and there would
seem to be no reason why such an exercise should not be carried out again. Indeed there
exists experience within the NGO community that BRAC would be well advised o tap into.
The-Materials Development Cell of Proshika have already produced a draft compressed four
year NFPE curriculum that attempts to cover the full formal curriculum (Habibur Rahman

19%4).

As far as time available to teach the programme is concerned, there may well be no real
issuc 10 be addressed. If one assumes that the formal schools open for approximately 170
days per year for three hours, then over the full five year cycie a student will receive 2550
hours of schooling. On the assumption that BRAC provides 2.5 hours a day, 270 days a
year for the first year and 3 hours per day for the second, third and fourth year then a pupil
would receive 3105 hours total schooling. Not only does this compare favourably with the
formal system, one can also argue that, together with the suggestions made above, the
restricted curriculum, richer school environment, and good attendance record for both pupils
and teachers, would be sufficient 1o compensate for some of the shortcomings in the BRAC
system, in particular the restricted curriculum, relative inexperience and qualifications of the
teachers and lack of attention to the needs of different learners.

In short, it can be argued that a BRAC four year course would provide for a greater amount
of high quality, on-task time to be spent by each pupil, albeit on a more tightly focussed

curriculum,
c. Swudents' abilities.

A much more complex issue is the ability of students to undertake such an accelerated final
year. Even assuming the ideal situation that might arise from the options presented above.
viz. a smalf class of about 20 pupils with a good and well supported teacher, the increase in
cognitive demand required over the shorier time span will not allow for the normal cognitive
development of the pupil to take place and that is presumably assumed 10 occur during the
span of the formal national curriculum. This, together with the unequal development of
pupiis is likely to create significant pressure for a curriculum that caters much more for the
individual needs of the students. More personal autention will be required and a detailed
system of assessing and monitoring of each individual will be necessary. This is an area
where BRAC has probably not got the necessary experience (see discussion in 4.3.2) and
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may need to consider some cooperation with other NGOs who do, or to consider obtaining
some lechnical assistance in the area. At the very least the extended curriculum would
require both remedial and extension materials for the rapid and slow learners respectively
mdnuf:x;ningpmgrmmcindmmmmmgm:mmryfwnthmmmbe
successful.

d. Relationship of an accelerated NFPE course 10 the formal sysiem.

Currently the stance adopted by BRAC is to provide a complementary, service 1o that of the
formal system. Its aim is to provide a basic minimum range of skills and knowledge for
those pupils who cannot get access to the early years of primary education that will equip
these children to eventually take their place in the formal primary sector. Provision of a full
primary curriculum in the way discussed above may still be regarded as stop-gap activity,
although as we have already noted, the end for such a service does not seem 1o be in sight.
However, as a basis for entering the much more rigorous world of secondary education this
may not be adequate. Similarly the issuing of a cenificate of primary education on the basis
of an alternative and shoriened route may cause difficulties for the government. Some of the
arguments for considering its equivalence to the formal sysitem have been rehearsed above,
but this is an issue that would require careful consultation between BRAC, all the NGOs and
the Ministry of Education. Any such recognition of the proposed course could only be
arranged if its development were to be carried out in close consuliation with the Minisiry
from the outset; a strategy that BRAC has shown itself both amenable to and capable of

following.
Conclusions:

The capacity of BRAC to manage a fourth year NFPE scems to be adequate.
Recommendations:

BRAC needs to pay careful attention to:

. teacher capacity: e.g., optimum use of experience already gained by t:achcrs
. students’ abilities: e.g.,the need for extension and remedial materials

. the relationship of any new course the formal system

A series of pilot studies should be set up to test alternative solutions.
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4.3.5 BRAC NFPE Strategic Plan

BRAC's strategy for the NFPE programme in the next phase consists of two major thrusts.
One is to maintain its NFPE operations at the 1995 levels, that is, about 37,000 schools.
This is a major departure from its previous ambition to run 100,000 schools by the year
2000. This shift is conceived as moving away from linear expansion o working maore closely
with the national system. The second planned action is to pay greater emphasis to policy
dialogue with the government in an effor: 1o contribute to improvements in the national
system as a whole through sharing information on curriculum development, teacher training

and educational management sysiems.

While the original intention to run 100,000 schools would have made a valuable contribution
in mgeting the enormous primary education needs of the poor children and of primary
education as a whole in the country, the magnitude of the gap in primary education in
Bangladesh will remain substantial in the foreseeable future. The decision to move away
from linear expansion is prudent and pragmatic and has several strategic implications and
political ramifications: :

L While BRAC has the management capacity 1o handle 100.000 schools. it also
has the potential to overexiend itself.

. The decision is consistent with BRAC's perception of NFPE as a stop-gap
measure that can be useful until a permanent formal governiment system is in

place.

. While there has been increasing collaboration between the government and
BRAC in recent years, a dramatic expansion of NFPE schools may be a litle
oo intimidating to the government and may result in unnecessary posturing
and competition.

. In wking on the expanded role in the provision of primary education, BRAC
may unwittingly create conditions and a mentality that could slow down the
government's full ownership of efforts to achieve universal primary education.

BRAC's intention to intensify its policy dialogue on the national education system with the
government is an appropriate and timely siwrategic intervention. With the development of a
sound and proven NFPE model, BRAC (and many of its NGO colleagues) have acquired the
expertise to be in a position to play a more valuable and influential role in shaping
governmem policy. The scope of the policy dialogue is unpredictable depending on the
extent of the government’s genujne willingness and receptivity, and its capacity 0 provide
undisrupted and consistent leadership in the field of education.
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However, judging from the examples of BRAC-GOB coliaboration in recent years
predominantly at the programme delivery level, the increasing recognition of BRAC's NFPE
mode! by GOB, and the increasing collaboration between many other NGOs and the GOB
through its GEP and INFEP, the chances of collaboration at the policy level would seem 1o

be most promising.

The present climate in GOB and BRAC's desire 10 engage in policy dialogue with the
government seems 10 be conducive for BRAC 10 the development of 2 genuine partnership.
For real partnership 1o werk, it must be characierized by equitable relationships, mutuaj
trust, respect for each other’s autonomy. and reciprocal transparency. Such a parinership
relationship would need to be formalized through a setting up of some kind of a forum or
mechanism. In this partnership, BRAC should work through CAMPE to strengthen the
experience base and to avoid alienating other NGO players. The inclusion of other NGOs in
this partnership would be in conformity with BRAC's intention to work more closely with
other NGOs. In this GOB-NGO partnership, BRAC would inevitably be a major, but not an
exclusive player. Obviously, there would be numerous hurdles complexities in realizing this
kind of partnership. Many issues will need to be negotiated patiently. But a-bold new
initiative in this direction would seem to be most opportune now.

One of the elements of the changing exiernal environment (i.e. exiernal 10 BRAC) is the
emergence of sirengthened NGOs and their increasing involvement in providing nonformal
education o children. In BRAC's own words, it is no longer necessary or even advisable
for an organization to think of indefinite and indiscriminate expansion”. Hence BRAC's
intention 10 make concerted efforts 1o work more closely with other NGOs is appropriae
and would, among other things, further strengthen its valuable role and contribution in the
capacity-building of other NGOs as examined in some detail in Section 4.3.1.

There are several other elements in BRAC's Five Year Strategy that need to be examined.
One element thar applies o RDP as a whole is the intention to put greater emphasis on the
poorest. While BRAC's NFPE as well as other programmes are designed to reach the poor.
BRAC has recognized the difficulty of reaching the bottom 10% of the poorest. However, a
strategy and a plan of action has not been formulated on how NFPE intends 1o target and

shape its programme to reach those 10% during RDP IV.

Another element on the NFPE strategy is the decision not 1o impose any service charges for
the provision of education to children. This policy siand is rational and appropriate. for any
altempt to recover costs however minimal would defeat the very purpose and raison d'etre of

NFPE in serving the poor childreu.

Finally, there is the big question of the future of NFPE funding after 2000. At ti:: moment
there is no clarity on this question, but the future funding of BRAC's NFPE will depend on
the outcome of BRAC's intended policy dizlogue with government, donors and NGOs “with
a view to harmonizing services and reaching more effective long-term arrangemenis on the
regulatory climate and on cost-sharing arrangement with government”. The proposed
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partnership between the government and NGOs would be the most appropriate and useful
vehicle for carrying out the policy dialogue. In addition, in view of the prevailing funding
fragmentation of the NFPE programme run by the government and BRAC (and other NGOs),
the possibility of a tripartite approach that includes BRAC, the government and donors
should be explored. Such an arrangement has the potential to work in the interest of
harmonizing services and funding. The technicalities and politics of this tripartite sirategy
cannot be underestimated but the potential for its success should not be underestimated
either.

Conclusions

BRAC’s strategy for phase IV NFPE reflects the maturity and vision that BRAC has
acquired that would enable it to play roles that are larger, professicnal and more strateg

ic instead of confining itself to programme delivery alone.
BRAC’s decision to move away from linear expansion is both prudent and pragmatic.

BRAC’s intention to intensify its policy dialogue on the national education system with t
be government is an appropriate and timely strategic intervention.

Recommendations:

BRAC should take as leading role in forging partnerships between itself, other NGOs
and GOB, with a view to constructing mutually supportive strategics for NFPE.

The possibility of a tripartite approach involving BRAC, the govermnment and donors sho
uld be explored to harmonize the funding of NFPE programmes of BRAC aud the

govermment.

4.3.6. "Feeder" School Approaches and their Coordination

The "feeder” schools, satellite schools and community schools that exist in Bangladesh. serve
t0 complement government efforts to achieve universal primary education. Neither BRAC's
schools nor the other schools run by many other NGOs represent parallel structures. Rather,
they represent alternative options in meeting primary education needs. While BRAC schools

will have served about one million children by the end of 1993. representing about 8% of
primary education needs in the country, the other NGQOs combined presently cater for about

5% of the total enrolment in primary education,

On the government side, and, apart from its provision of formal primary education. INFEP
runs about 5,000 nonformal primary education centres that serve about 150,000 children.
This programme is sub-contracted 10 NGOs as implementing agencies using the curriculum
developed by INFEP with the help of BRAC. Through a different mechanism from INFEP,
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the General Education Programme (GEP) funds 17 NGOs who run their own schools using
their own curriculum and management systems. In addition. through the Primary and Mass
Education Division, the government runs about 16,000 community schools providing five
years of primary education. These schools basically use the same system and curriculum as
the formal primary schools, but are managed by the respective communities themselves with
the teachers coming from the same communities. Based on the enrollment of an average 175
students per school, these community schools serve about 2.8 million children.

All of these efforts help to partially fill the large gap in the provision of primary education.
In quantitative terms, therefore, the question of duplication of efforts does not arise. There is

a room for many players.

Concerning the curriculum used by the various NGOs, there is, admittedly, some diversity in
terms of its content, quality, teaching methodofogy. and target groups. While the majority of
small and medium-size NGOs use the BRAC NFPE model, there are only 4 other NGOs in
addition 10 BRAC that have the capacity and expertise 10 produce their own materials for
primary education. These are The Dhaka Ahsania Mission, Underprivileged. Childrea’s
Education Programme (UCEP), GSS. and very recently, Proshika.

The diversity in the teaching maierials is not synonymous with a duplication of effori. This
diversity is the result of the inherent innovativeness of NGOs and should be viewed as an
asset to NFPE broadly. It is perhaps not desirable or ¢ven possible to have one uniform
curriculum model especially in the contex: of the diversity of needs and socio-economic
situations in Bangladesh. The ability o innovate and experiment conceived as part of an
evolutionary but dynamic process in the context of changing and diverse needs is necessary
and should be encouraged. After all, one of the major criticisms of the curriculum used by
formal primary schools is that its rigidity and uniformity makes it irrelevant o the needs of
many poor rural children resulting in a high drop-out rate.

However, while there is some sharing of experiences and curriculum amongst NGOs. some
of which s facilitated by CAMPE through workshops and seminars, the optimal utilization of
existing resources is hindered by the lack of coordination. .

The lack of coordination has also raised several other issues concerned with organizing and
running nonformal primary schools. One of the issues has been the location of the schools
which had produced some conflict in the past between the NGOs. For example, during the
expansion of BRAC’s NFPE during 1993-94, BRAC had to pull out of some localities where
other NGOs had established themselves. Over the last year, this problem has been alleviated
by convening moanthly meetings at the district level of all NGQOs operating in a given district
under the DC office. Under an agreement by INFEP and BRAC and other NGOs, NGOs
cannot open their schools in INFEP areas. Another issue relates to the government’s Food
for Education Programme which lures some stydents away from BRAC's and other NGOs®

schools.
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Given the above scenario, there is obviously a need for some formal mechanism to facilitate
some degree of coordination and harmonization amongst the NGOs as well as between the
NGOs and the government. As far as the NGOs are concerned, the existing NGO umbrella
organization, CAMPE, which presently serves as a forum for the exchange of ideas and
experiences amongst those NGOs that are involved in nopformal education at large, could
possibly take on the additional function of coordination.

Similarly, there is a need for some kind of a forum that can facilitate better collaboration and
coordination between the GOB and NGOs. However, in view of the increasing collaboration
that has been taking place between the NGOs and GEP and INFEP, what is needed is not
mere coordination but a real partnership as elaborated upon in Section 4.3.5.

Conclusions:

-

Although there is a variety of "feeder” school approaches, quantitatively, there is no du
plication of effort but there is also no attempt or desire to create parallel structures. Wh
ile there is some diversity in the curriculum used by the various NGOs,-this is not
synonymous with duplication of effort. In all of these activities, however, there is a gene
ral lack of coordination and harmonization.

Reconunendations:

A forum should be set up to facilitate coordination of NFPE between NGOs and GOB. §
imilarly. there is a need for coordination amongst the NGOs involved in NFPE that coul

d possibly be facilitated by CAMPE.

4.3.7. Optimal Management of NFPE within BRAC

Currently, about 40% of the NFPE schools are operating under the RDP funding package. In
relation to the (otal number of NFPE schools. about 89% operate in the 221 areas that
include RDP, Small Livestock Development Programme (SLDP) and Income Generation for
Vulnerable Groups Development Programme (IGVGDP). The rest of the schools, about
11%, are run in non-RDP areas consisting of 58 rural thanas and 24 urban thanas.

In the case of RDP 1V, all of the 14,000 NFPE schools will be operating in RDP areas. For
the rest of the NFPE programme that runs in the non-RDP areas, it is anticipated that most
of the new areas that will be covered by RDP during 1996-2000 will be those areas where

NFPE is presently operating. -

For optimal development impact of the NFPE programme, it would be desirable for all the
NFPE schools w0 operaie in RDP covered areas. After all, the demand for the education of
children was articulated by the VOs that began 0 be served by RDP. As demoastrated by the
experiences in many developing countries with large rural populations. an infegrared
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approach 1o rural development has the poiential 10 achieve greaier developmental impacts,
both in the short-term and the long-term. By operating in RDP areas. it makes it possibie to
make linkages between the NFPE and other development programmes offered by RDFP that
serve the same target groups. In this way, NFPE benefits reinforce and multiply the benefits

of other RDP development interventions.

No comparative study has been made on the development impact of NFPE in RDP areas and
non-RDP areas, nor is there a study that has examined the linkages between NFPE and other
RDP activities. The consultants visited a Kishore-Kishori library in Chauddgram thana in
Comilla where 20 adolescent girls who had graduated from the PEOC schools had gathered
to engage in reading and socializing. A conversation with these girls who could not
financially afford 10 go to high schools, revealed that many of them were directly benefitting
from some of RDP programmes. For example, 12 of the 20 girls were involved in RDP’s
training in tailoring, and 15 girls had already received training in poultry rearing. The
mothers of 7 girls who are VO members had taken several loans from RDP with which they
bought rickshaws for their husbands, set up @ mechanics shop for repairing bicycles and
rickshaws, and were engaged in cow-rearing. One enterprising mother had bought 3
rickshaws, two of which were rented out. All of the girls were also involved in the RDP
savings programme. This is one example of the kinds of linkages that can be made between
NFPE and other programmes of RDP and the associated emerging development impacts.

At the level of the management and implementation of NFPE as a single sectoral
programme, available evidence suggests that, in general, the programme operaies equally
effectively in the RDP and the non-RDP areas. Since NFPE is a self-contained programme
with its own uniform management system, the performance of the schools in terms of
learning achievements, completion rates, drop-out rates, and access (o formal schools seems
t0 be the same in both the RDP and non-RDP areas. From this consideration of the ultimate
performance of schools, a stand alone NFPE programme can operate effectively but without
the added advantage of linkages with other RDP development inierventions.

However, the operation of NFPE in the non-RDP areas as a stand alone programme raises
other issues. Firstly, it has implications on the issue of targeting the poorest children. A
BRAC 1993 study of a small sample of 12 RDP localities where NFPE was operating
concluded that in the RDP areas which have VQs. “their (VOs) involvement appears to
provide a high level of guarantee that poorer children are enrolled. It may be hypothesized
that schools without VO support, such successful wargeting may be harder to atain® (RDP

Impact Assessment Study, 1993, p.59).

Secondly, according to the experience of the field siaff, it is more difficult and more time-
consuming to mobilize and motivate a given community for the NFPE programme in areas

where BRAC has had no previous presence.

A third issue that the independent operation of the NFPE programme raises is the question of
the programme’s capacity to deal with social conflict such as the fundamentalist opposition to
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the NFPE schools. It was found that the recent fundamentalist attack was better contained in
the RDP areas than in the non-RDP areas. The majority of the 80 schools that were burned
down were in the non-RDP areas. This would seem to suggest that a larger organizational
infrastructure and the existence and influence of the Village Organizations in the RDP areas
provides both a protective shield and a better capacity o deal with the problem of

fundamentalism.

Conclusion

A stand alone NFPE programme can operate effectively, but without the added advanta
ge of linkages with other RDP development interventions, its potential impact is

reduced.
Rm;:mnmdntiuu:

For optimum development impact, the NFPE programme should be linked with all eleme
nts of the RDP, and conceived as a totally integrated approach to rural-development.

4.4. Environment
4.4.1 Potential impact of the educational programine on enviromnental issues

A consideration of the impact upon the environment may be considered under two headings:
how the programme might increase pressures upon the environment and how it may have an
impact upon decreasing environmental pressures.

a. Increasing pressures on the environment.

Generally the construction of the schools uses locally available and potentially renewable
materials for walls, floor mauing, doors and windows. The tloors are made of packed mud
and the roof supports use timber and a small amount of concrete. Only the roofing of
corrugated iron requires complex manufacturing with the implications for resource depletion
and pollution. Paper consumption in the schools is at a minimum level and much is recycled
while other materials are, or can be. constructed from normal household waste (eg aerosol

cans used as pencil holders eic.).
The construction of a simple building in a village for use by its own pupils would not scem

0 impose great environmental pressures unless it were to take up prime agricultural land.

One school serving a wider cluster of villages might result in pressure from the incoming
children upon the resources of the host village but the numbers involved are too small for

this to be significant.

Currently the short hours of the school and its close proximity to the children’s homes
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probably precludes the construction of latrines or the provision of water. However, if the
school were to be shared with other villages, or the working day o be increased
significantly, then, in the interests of the “healthy schoois® concept, these facilities should be
considered as a priority. 1f not properly designed inadequate sanitation could have a serious
impact upon the area. On the other hand, good sanitary provision and education in its use
would help reinforce health messages and reduce environmental pressures.

The large number of support and supervisory visits required by the BRAC sysiem does mean
that a considerable amount of fuel is used and fragile roads traversed frequently by POs.

However the use of bicycles and lightweight motor cycles minimizes their effect. It is
passible that this one factor represents the greatest pressure on the envirohment.

b. Positive effects

The school curriculum can contain very powerful messages about care for the environment,
even for very young pupils, and the more advanced four year course ought to pursue these
ideas most vigorously, thus providing those children who will not have any further formal
education with a good basic understanding of the need o care for the natural world, If the
NFPE is firmly embedded in the RDP - as we have suggesied, and the curriculum of the
school is woven into the local community, then these environmental considerations should be

reinforced.

BRAC currently provides seeds for schools to plant in gardens. This is an initiative that
could be usefully extended 10 the provision of seedlings. These might be Mulberry, if there
were a local sericulture project, or other trees that would provide shade for the school and
surroundings and possibly a fruit crop and/or timber eventually. Care for these irees by
successive groups of pupils and an understanding of their importance would also help in the
long term strategy for educating the young in their appreciation for, and the need to
conserve, the natural environment.

Conclusions:

Overall, the negative environmental pressures are small and with care can be kept to mi
nimal levels. The potential of the schools for positive envirommental impact is large and

could far outweigh any of the negative aspects.

4.5 Summary of Recommendations

BRAC should carefully review its strategies with a view to ensuring that the very
poorest segments of the population are being reached.

For the RDP IV phase, funding of NFPE should be carried out through aid provided
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direct to BRAC.

BRAC and the donors should attempt to develop a coordinated tripartite arrangement w
ith government for the funding of NFPE after the completion of Phase [V.

BRAC should be encouraged and assisted to continue to make its contributions in all of t
he above areas.

BRAC should enhance its strategic and institution-building activities while maintaining
its NFPE programme at 1995 levels.

BRAC staff in curriculum needs to be examined carefully and strengthened and provide
d with more specialist training in curriculum development.

Staff need to be retained in specialist positions and not moved around too frequently

Selected experienced teachers need to be utilized more in the development of curriculum
ideas

A fourth year curriculum will have to be more flexible and cater for the different levels
of development of children

Co-operation among NGOs with curriculum development expertise should be encouraged
and collaboration on different aspects of the curriculum undertaken.

BRAC should take as leading role in forging partnerships between itself, other NGOs
and GOB, with a view to constructing mutually supportive strategies for NFPE.

The passibility of a tripartite approach involving BRAC, the government and donors sho
uld be explored to harmonize the funding of NFPE programmes of BRAC and the

government.

BRAC peeds to pay careful attention to:
e teacher capacity: e.g., optimum use of experience already gained by teachers

. students’ abilities: e.g.,the need for extension and remedial materials
L the relationship of any new course the formal system

A series of pilot studies should be set up to test alternative solutions.
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A forum should be set up to facilitate coordination of NFPE between NGOs and GOB, §
intitarly, there is a need for coordination atongst ¢he NGOs iuvolved in NFPE that coul

d possibly be facilitated by CAMPE.

For optimum development impact, the NFPE programme should be linked with all eleme
nts of the RDP, and conceived as a totally integrated approach to rural development.



ANNEX A - List of Persons Contacted

A. BRAC Headquarters

|. Kaniz Fatema, Director of NFPE

2. Aminul Alam, Director of RDP

3. Sunil Gosh, Manager, Education Support Programme

4. Sudhir Sarker, Education Specialist

5. S&eda Anis, Senior Regional Manager, Curriculum Development

6. Mushtaque Chowdhury, Director, Research and Evaluation Division

Activities Carried out In the Field
l. Visited 8 NFPE schools and 2 PEOC schools in Jamalpur, Sherpur and Comilla

2. Participated in two parents’ meetings
3. Observed two refresher courses for teachers

4. Observed a training session for teachers at TARC. Comilla.
5. Visited 2 Kishore-Kishori libraries

6. Met with 2 Regional Managers, 3 Area Managers, 3 Team-in Charge, and 12
and PAs

GoB
1. Nurudin Kamal, Propjets Coordinator, General Education Project (GEP)

2. Khandaker Shahidul Islam, Executive Director, Integrated Nonformal
Programme (INFEP)

POs

Education



ANNEX B - NGO Cousultation Meeting

1. A.N.S. Habibur Rahaman, Coordinator, Proshika

2. Kamaluddin Akbar, Assistant Direcior. RDRS

3. Jerome Sarkar, Programme Officer, RDRS

4. A.M. Sharafuddin, Director, CAMPE

5. Shaikh Halim, Executive Director, VERC

6. Asish Muhuri, Deputy Associate Director, World Vision of Bangladesh
7. Kaniz Fatema, Director of NFPE, BRAC

8. Sacda Anis, Senior Regional manager

9. F.R.M. Hasan, Executive Director, GSS

i0. Jerome Rodrigues, Advisor. Caritas

1. S. M. Hadiuzaman, Deputy Project Coordinator, CMES

12. Bishop B.D. Mondar, Chairman, Church of Bangladesh

13. Issac Adhikary, Senior Education Officer, Church of Bangladesh -
14. M. Nayimuddin, Team Leader of GEP's monitoring & evaluation program. DPS

15. Sajjad Hussain, Deputy Director, UCEP
16. Wahida Banu, Programme Coordinator, Terre des Hommes - Switzerland
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5.0 Enterprise Development

BRAC provides all the basic components of enterprise development: credit. training. new
technologies, and advisory services - both lechnical and 1o a growing exient simple business
management. They influence some government policies: for example, the GOB Livestock
Department has adopted their model for micro-scale livestock ventures. BRAC also
recognizes the potential, based on the VO structures. for forming micro/small business
associations or “clubs® in rura) areas. This chapier reviews the social, economic,
mstitutional, and environmental dimensions of some of the emerprises in RDP IV. The credit
component; and the fisheries and sericulture chierprises are appraised in scparaie reports,

This report reviews a sample of the many (over 300) types of enterprises that BRAC
supports, focusing on those member enterprises that receive credit, training, and
*followup “/exiension services. The majority of enterprises are household businesses "owned”

by women, since they take most of the loans o start them.

5.0.1 The Sample
The sample includes:

- 25 types of member-owned micro enterprises wihich receive credit, training and
extension services. They pay interest on the loans and some pay service charges for
extension, The sectors chosen are the main ones not covered in other reports. and
ones for which there is considerable performance data. These are in the following 4

SCCIOrs.
- poultry
- livestock
- social forestry
- horticulture and vegeiables

- BRAC-owned, medium-scale conunercial enterprises which are new activities
within RDP (but not within BRAC). which remove significant constraints on the
supply of inputs to the member enterprises. Compared (o0 the small member
enterprises (Tk 1000 1o 10,000 loan size), these range up 0 Tk 30 million per
investment and provide wage employment. These include:

- Poultry and dairy feed mills

- poultry hatcherics

- vegetable seed production units

- The decp tubewell (DTW) irrigation enterprises. 680 of which were funded in
previous phases of RDP. These are collectively managed by members in joint
ownership (80:20%) with BRAC. These are the only major collectively owned

enterprises that BRAC assists.



- Experimental and pilot investments in potential member enterprises which are in
various stages of implementation. These have emerged from the R&D efforts of the
Rural Enterprise Project (REP) in the previous phase and/or are proposed for R&D in
Phase 1V. Included in this category are women-owned restauranis, women's carpentry
shops. and grocery stores. The assessmeni below focus on the managemeni of the
R&D process rather than the individual enterprises.

- Rural trading and food processing enterprises which are the two largest
categories of member enterprises. They receive credit only. The rural trading
category alone includes about 105 different types of micro businesses. These
collectively form the largest proportion of the BRAC loan portfolio (RDP plus RCP).
These are only examined briefly since there is little data on them other than their loan

. repayment performance.

The services to these enterprises are managed within the RDP “Sectoral® and IGVGD
(mainly poultry) programs, with the exception of rural trading which is in the Credit
Program. While most of these are agricultural production enterprises. there are some micro
service enterprises - such as restaurants, or para-veterinarians. All, with a few exceptions.
are individually or household owned and managed.

The overall activity set from which the sample is chosen covers about 20 % of the toal RDP

IV budget. On the revenue side, it is projected that these enterprises will generate about 44 %
of the service charge revenue in the year 2000, with dhe remaining 56 % generated by

fisheries and sericuliure.

5.0.2 Methodology

The Enterprise consultants take the beneficiary/member perspective, while the Credit and
Financial Management report focuses on the macro BRAC perspective (ie. BRAC as an

enterprise).

The basic economic and financial questions include; are these enterprises profilable for
members after including loan and service charge payments?; is the planned expansion
feasible?; is there appropriale integration within the subsectors?; are the associated extension
services adequate?.

Since BRAC data on basic benefits (ie. net income per member enterprise) was available, a

simple and effective benefit/ cost amalysis was conducted. We were thus able w answer the
question: il donors give Tk 1000, what is the net ingrease in money in rural  houschald

pockets?
The data sources include BRAC staff, field visits and discussions with enterprise owners, and

information from an array of BRAC studies over the last 2 years. In addition to the Phase IV
Propusal (Draft 2) and the related Five Year Strategy paper. there were already a large



number of recommendations and ideas on the table - almost breathless in scope - regarding
the Sectoral Program directly or indirectly.! Since none of this was made available to the
consultants prior the mission, there were some limitations on the Team's ability 1o digest all
this information. There was very limited time as well to discuss issues with the direct clients
of the appraisal - the donors. The mix of appraisal issues to choose from was, like BRAC's

program, large and splendid.

Previous Related Reports

Of paricular interess were the Riichie report: “Micro Enterprise Programme Review” (Dec
93): and the Gibson, Havers, Shada, Chowdhury report: * Business, Innovation and Clarity:
Enhancing Emerprise Development in BRAC™ (Feb 95). Both these reports have TORs
similar to those of this appraisal. Hence our work had the advantage of helping BRAC 10
build on these studies, 1o improve the proposal, but without adding a significant load of new

recommendations.,
In general we agree with the conclusions in these reports on the need for more:

- Siaff innovation, creativity® and improved staff skills in business and its culture
(Gibson et al)

- Some emphasis on business skills at lower levels in the organization, and belier
information sysiems, for example on the reasons for success and failure of enterprises

(Ritchie).
The issues for improvements in these areas are the degree and the pace of change that is
appropriate. Some significant aspects of 2 "business culture”™ have already been incorporated

in the management of the credit programme. (See the Credit and Finance chapeer of this
Appraisal). l1s management and information system are probably more advanced and
transparent than other small credit programmes (including development banks) in South Asia.
Extending this achievement 10 the other components of enterprise development is discussed

below,

' For example, the Riichie report, the Southshore team’s previous reports, the 1994

Review Mission's section on sectoral programs, the Caimeadow consultancy, the
Gibson/Havers consultancy, the Quality of Training review (Long/ Solomon), the RDP 1li

Appraisal, DTW reports, semi-annual sectoral reports. numerous Monitoring Unit or RED
reports on RDP acuivity related to this appraisal, and BRAC responses to some aof these
reports, eic.

* Creativity among front-line management and staff. Senior management has
demonstrated significant historical achievements in macro and micro creativity in concept and
delivery modes.



5.0.3 Objectives of the Sectoral Program/Euterprise Development in RDP IV: The Need
for Macro Level Indicators

Although the objectives of the overall sectoral program are not stated in the proposal, the
objectives of the individual sectors are. These objectives include:

- increased incomes

- improved skills

- use of higher quality breeds, seeds

- reduced poultry/livestock mortality

- optimum utilization of small land holdings

- improved nutrition

- environmental benefits (social foresiry)

- creaie role models amongst rural women (REP).

While these client-focused objectives are laudable, they are 100 general for meaningful
monitoring. Moreover there are no stated objectives and indicators of achievement on cost
recovery targels, or internal management of the program, eg. “by the year 2000, BRAC will
recover Tk. x or x % of the cosis of the sectoral program”™ or "BRAC will provide high
quality client service - as measured by ..... *. It is stated in the proposal (p 74) that "By the
year 2001, pouliry/livestock and sericulture ought o be wholly self financing ...~ In fact,
the analysis of the feasibility of achieving this objective in the Financial/Credit chapier
indicates this objective is highly optimistic.

The existing semi annual reports on achievement of objectives contain much information on
targets, production, land used, and very occasionaily net incomes and mortality rates. These
are mainly activity or output leve! indicators, useful at the level of mid-management, but not
at the overall achievement level. BRAC and the Donors need a simpler set of macro
indicators for the whole sectoral program.

Keconunendation

It is recommended that BRAC chouse a clearly defined and feasible objective with
indicators for the overall sectoral/enterprise program. This would help integrate its
management and to focus attention on measurements of success. Suggestions for

indicators include:

Economic
- Total number of enterprises created compared to targets in the plan.

- Actual average net incomes compared (o projected incomes particularly for the

new enterprises.
- The Aging of Principle Outstanding (APO) (weeks in arrears) for each sector

and for each major subsector.



- A measure of the proportion of micro enterprises that are successful.
- Planned and actual net incomes of the mediwn-scale BRAC-owned conunercial

enterprises.
Social
- The current number of people with income from the enterprises.
- Quality of life indicator, according to an appropriate index.

Institutional
- Actual service charges received, total and by sector, compared to prajections.
- A measure of the quality of client service or improved PA/PO skills in providing
micro business advice.

Environmental

- A measure of environmental benefits,

These need to be discussed further in BRAC and defined in an LFA.

Let us now consider the specific features of the BRAC RDP IV Proposal (Draft 2) according
to the analytical framework required in the TORs.

5.1 Social

Sources and Methodology

The approach adopied by the Appraisal Team lo assess the appropriaicness of the RDP
portfolio to the needs and resources of beneficiary groups, reflects time limitations and the
magnitude of the requirements in the TOR. Two caveas need (0 be mentioned:

Firstly the sources of information have mainly been informants in BRAC, (primarily RDP,
REP and RED staff), observation and interviews with BRAC members during field work.
Some of the questions in the TOR refer 10 the need o adopt the “perspective of the
beneficiaries™. Needless 1o say. a comprehensive perspective of this type is unanainable for
consultants on short term assighments and we had 1o turn to secondary data sources for our
review. Fortunately, there are a wealth of research reports and studies which have tried o

describe the beneficiaries perspective through a large number of both quantitative and
gualitative methodologies. Time limitations allowed the team 1o read only a fraction of

relevant research documents, they still constitute an important input. Particularly significant



is the Impact Assessment Study.’

Secondly; as it is seldom possible to specify directly and concretely how an activity
contributes to empowerment of BRAC members, we took the view that we should investigate
the preconditions for the management of the activity 1o be appropriate, i.c. whether the
BRAC organisation and management, its training and education programmes, its staff,
philosophy and its resources, are suited to the task of empowerment.

5.1.1 Appropriateness of the planned portfolio for beneficiary groups and their needs
and resources

Since the primary focus of BRAC's activities are the poorest segments of the population (in
particular women), the following discussion is basically concentrated on the needs and
resources of women, although many of the considerations will also be relevant 1o men
dominated by “extreme poverty, illiteracy, disease and malnutrition*®

An important point to make is that “poor people®. “poor women” or “beneficiaries” are not
homogenous groups. It is essential to disaggregate the group of people in question and make
careful differentiation based on criteria such as land ownership. social status in the family
and in society, age, capacity, actual and potential entrepreneurial intentions and previous
experience. Very often one also has to consider not only the single women’s situation, but
the whole family and in particular male kin's status and position.

Considering the heterogeneous nature of the beneficiary groups then, we assume that an IGA
portfolio with a variety of possible loans is more appropriate than a narrow and limited one.
Indeed, the portfolio caters t0 many different groups of beneficiaries, and BRAC will pursue
further diversity as appropriate. As a limitation to this diversity it is importam for RDP 10
maintain a set of activities which is manageable in terms of BRAC staff qualifications and
resources. The policy of BRAC in this regard seems well thought out.

According to the Five Year Strategy, the economic and social empowerment of the
beneficiaries is the primary focus of all BRAC activities: “our success is defined is defined

by the positive changes we help people to make in their own lives.™

BRAC’s Gender Team have suggested women's empowerment be defined as:

3 BRAC, Research and Evaluation Division, "Main Findings Report of the RDP Impact
Assessment Study” February 1995
4 Five Year Swategy p. 7

5 "A Five Year Sirategy for BRAC - Section 1.3: "A Strategy for RDP IV~, p.4, from
Appendix in RPD IV Propoesal, Draft No. 2
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“The capacity of women to be economically self-sufficient, organize for their rights,
have control over decisions affecting their life options and be free from violence™

The concept of “economic self-sufficiency ™ 1s not guile clear to the present team. We
propose it is equvalent wo:

- increasing access to and actual use of an improved material and social resource
base, (often defined in relation 1o goods, services, knowledge, information, jobs,
income, education, capital, markets, health services and other public services)

The general impression of the appraisal team is that BRAC, through its multifaceted
approach, has a concept of impact which features beneficiary interests and is counsistent

with these goals.

The 1993-94 Impact Assessment Study (1AS) of the RDP confirms to a large extent that
positive impacts have been obtained. The IAS was carried out by BRACs Research and
Evaluation Division (RED), with assistance from the Centre for Development Studies,
Swansea. The main finding of the analysis was that when RDP members receive substantial
amounts of credit over a long period, significant positive changes become measurable in
icrms of level of wealth of households. The results also show that RDP is impacting on less
well off households to a comparatively greater degree than better off households. (Note
however that “less well of” households here not necessarily refers 10 the "poorest of the
poor” - as will be discussed fater). The study concludes thac the focus on generally poorer
female members is more effective in bringing benefits 10 BRAC's warget group than would be
the case with a higher proportion of male membership. The findings suggest both greaier
economic security and decreased seasonal vulnerability for older members of RDP.

The Impact Assessment Study reports some (more gradual) changes in female members’
lives. Their status has increased within the household after receiving loans and some have
experienced greater mobility. On the other hand, case studies suggest that the majority of
house-bound women have few opportunities to use loans without the assistance of male

family members:

"Unless BRAC provides women with necessary support services close to the bari.
they have few alternatives other than 1o hand over part or all of their loans 10 male
Kin, which often means they cannot exercise full control over their loans and credit

based resources™

The general finding that BRAC has had a positive impact on the beneficiaries situation is

6 IAS p. E-2,



confirmed by numerous studies and rescarch reports’ and was verified 1o the present team by
VO member informants and their family members.

Focusing on the needs, resources and constraints of members, there is wide recognition in
RDP that the following factors should be regarded when matching a loan choice to a (femaie)
member:

1. distance of the activity from home: this seems 1o be a crucial and direct criterion;
if the activity takes place in socially recognised "women areas® they are more likely
o be taken up by women;

2. activities which can be coordinated with household work will be more popular with
women than those which overlap in time with peak home responsibilities,

3. the size of the activity counts; it should be manageable,

4. hard labour activities should be avoided.

5. the work should not force women into some sort of permanent technical
dependency from outside, i.e. level of technology counts,

6. cultrally defined roles should be respected in most cases in ordes not o
marginalise or stigmatise women from their locality and family.

These factors are understood and adhered 1o according to BRAC informants. Some staff
tended 10 promote a line of thinking which should be avoided: cg. IGAs that generate small
amounts of profit are most suitable for women. Instead BRAC staff must be challenged two
find ways and means o secure high income activities for women which are not taken over by
men, or the private sector for that matter, because they are making large profits.”

The factors listed above are to a large extent developed for poor beneficiary houscholds
which are primarily dependent on agriculture production. Ongoing processes in BRAC,
particularly articulated in RDP and RED, however, are moving and extending the criteria
and show a need to balance employment issues with the adaptability of the local culture in
terms of accepting changes in gender roles. Convincing impressions from the teams field trip
confirmed that some of these factors are not always equally importamt and in some cases
several of the criteria will be misleading.

For instance for poultry workers it was revealed “that the status of a PW has
increased over time in the view of her husband. in laws, and neighbours. Her ability
to earn and her fimancial contribution to the family was identified as the major
contributing factor in this®. S.M. Ziauddin Hyder 1993 p. 11. See also Shah Asad

Ahmed et al. 1993 p.19

8 Thus information remforces the need for BRAC 1o be .... for people. BRAC's recemt
plan to add 2000 female saff at the field level may also serve to adjust thinking on

the potential of village women.



1 and 2: Distance from the house, and coordination with home based activities.
are primarily imporant for women which, due 10 culwral norms will spend most time
home. Distance becomes less relevant for landless women without small children, or
for women who have climbed the [adder and are able 10 pay others 10 1ake over home
work etc. In some instances enterprises that coordinates with home based activities
mean that VO members continue with traditional womens® work: with the difference
that the work load is multiplied (as has been observed in restaurants). If these women
are not socially or economically empowered. the positive impact could be questioned.
The team had no chance to assess this.

3. Manageability in werms of size is of foremost importance for people who can spend
a limited number of hours on an IGA, for instance in agriculturally based households.

4. The hard labour intensive criterion could also often be questioned. Often hard
labour is not a hindrance for women or these aclivilies can be underiaken by other

members of the household.

6. Even the criterion that the enierprise should adhere 1o culwraily defined norms.
will sometimes not be so relevant or even strategically doubtful. Qa the condition that
appropriate support is given from BRAC (and others) many enterprises have a
capacily o loosen culwrally defined norms. The team interviewed female BRAC
members playing new and uncommon roles; I.c. restaurant owners and carpenters.
Their new roles and positions seemed to be accepied by their communities”. This is a
development strategy where BRAC in the past has been a leading agency. BRAC has
initiated processes whereby traditional barriers have been broken down and new roles
and recognitions have been established for women. BRAC has enormous capabilities

to pursue this straiegy in the fuure.

An impact study of BRAC's development programme in Gurki village recognises the
difficultics of meeting the dual objectives of poverty alleviation and empowerment. On the
other hand the actual accomplishments represent far greater achievements than might
superficially appear to be the case: such as contribution to breaking down of some of the

barriers confronting women. "

The importance of VO meetings and the enterprises as an incitement to leave the bari,
confront the rest of society and meet other women has often been accentuated in BRAC's

policy. Overall research suggests impact in terms of creating significant changes in gender
relations; of men accepung that women engage in econoniic activities: that women are made
free 10 altain training courses, move within the village and beyond the village, form their

9 This is generally confirmed by observations made by Mahmuda Rahman Khan, 1993
10  Shah Asad Abmed et al. 1993, p. 20



own relationships beyond the immediate household and handle money."

We conclude that the establishment of general and uniform participation criteria to be
applied for all enterprises and VO members is unlikely to be successful. It is much more
important to ensure that the interests and needs of members are taken care of in BRAC
procedures for selecting enterprises in the portfolio, and that the competence and
mentality of field staff is continually updated to remain appropriate.

One very important aspect has to do with staff competence and attitudes to understand the
preconditions that will ensure that the enterprise portfolio will be appropriate for needs and
resources of the target group. Some important competency elements would be:

- BRAC's ability to listen to beneficiaries (example; importance of increasing the
number and skills of female field workers in order to have good access o poor rural
women's ideas);

- BRAC’s willingness and program in strengthening women's interests (example:
increasing number of female staff at medium and high levels, improved staff
dynamics and information flow and general gender awareness in the organisation)

= Quality of monitoring, research and evaluation and links from these 0 management.

Ll

The Mission is impressed by several processes iaking place in order tp improve the
organisation; gender awareness training programmes for staff, BRAC's intention only w0
recruit women for a period of time and the establishment of a consultative structure within
which women can air their views of the programme and their personal problems; the

Women's Advisory Committee (WAC).

The effective employment and mainienance of female swaff in BRAC will be challenged by
numerous problems and limitations imposed by cultural and traditional norms and
regulations. Working in rural areas poses personal difficulties for staff of both gender.
Adjustment to the environment and problems with family relation, school eic are related both
to men and women. For women these problems are more severe, however, as men are in a
better position 1o keep their families together in a field work seuing. In addition the bulk of
child care responsibilities also falls on women. New approaches o these and similar

obstacles are needed.

The appraisal mission strongly recommends that BRAC continues to strive to be an
excimplary designer and iunovator in gender thinking and gender related practices in

Bangladesh.

BRAC has already contributed a lot to sirengthening socio-economic research to improve the
understanding of development processes and in establishing yardsticks of BRAC achievement

11 Opcitp.19
10



in terms of improvement of peoples” standard of living.

The important information links between research and management should be
encouraged and intensified.

With these reflections the present team concludes that BRAC as an institution and in
particular REP as a filtering mechanism for new enterprises, provides for gquantitative
and qualitative judgements which protect the interests of the VO members in regard to

purtfolio development.

5.1.2 Aspects related to self-employment and wage labour

The RDP 1V Propasal reflects the concern that micro-credit, as provided by ageucies such as
BRAC is not an answer for the poorest of the poor: the destiute, widowed, and deseried
women living in women-headed households. With the severe constraints on time they face.
for them the need is immediate wage employment. RDP [V takes up the challenge and plans
1o explore and facilitate new avenues of employment creation. A new window in the credit
disbursement in RDP IV will thus be financing micro enterprises having potential of muluple

employment creation.
The TOR of the Appraisal Mission indicate the following categories of employment to be
appraised:

- individual self-employment

- self-employment through groups

- wage labour for other members’ enierprises

- wage labour in other enterprises/agricultural activities.

In reality the beneficiaries are of course not in a position o choose freely, but are more or
less forced to accept what is available. Income in cash. in Kind and as services normally
comes from several sources in a complex and multifaceied way depending on socio-economic
staus, sex. age eic. and depending on season of the year, geographical location, kind of
economic activity etc.

Deseried, divorced and widowed women are increasingly being forced out of the household
0 seek paid employment in order to support their families. The wraditional female income-
earning activities are characterized by insecurity and poor salary. Due 1o gender relations
women's erms and conditions of employment is gencrally inferior 1o those of men.

What are the different benefits. from the beneficiaries” perspective, related 10 self-

employment or wage labour? These aspects are difficult to find in the research reports
available. A general impression from field work and interviews confirms the anticipation that

if VO members can choose frecly, they choose self-employment. For a rural family, wage
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labour ofien is sought when all other alternatives have been tried. Peasants, who are forced
to sell their labour, often are forced 1o reduce or give up agriculturally based production.

It is difficult generally to declare one of the forms of incomes to be more economically safe
or stable that other. Labour is comparatively cheap and labourers have few rights, at least in
the kinds of jobs which are normaily availabie for poor sections of the population. Off peak
season in agriculture is characterised by a lower price for labour as supply exceeds demands.
On the other hand many of the enterprises within the RDP portfolio also involve "some risk®
- depending on natural conditions, price fluctuation, etc. BRAC's sector staff indicated that
15 of 37 activities in the Sector Programme are characterised by “some risk involved”®, as
the right column in the table on the following pages shows.

In addition a certain level of competence is required 1o embark on most of the enterprises,
and an "entreprencurial individual style® will often be an advantage. These criteria
differentiate the VO member's, and some will never come 1o a position where they can start
their own enterprise. As many siudies show, people on the countryside in Bangladesh are
today dependent on "a myriad” of different relations and income sources. Different
traditional and new forms of exchange of labour and share cropping systems are found.

Historically, as experienced in many developing countries the question of self-employment
vis a vis wage labour is not a question of choosing. Most poor people are forced to take
whatever is availabie. BRAC's target groups are no different. Researchers from RED in 1992
reported from one village study that they were not even able to talk to the poorest members
because they simply were not there - they were forced to leave the village to find work at
factories, brick fields, as agricultural labourers, cutting earth eic.”

The same study also reporied that the poorest tended to participate least in the VO group
process and consequently were least empowered through the group.* This is also confirmed
in the Gurki village impact study where the major beneficiaries appeared 1o be relatively
better off members of the warget groups, while the poorest households largely were excluded
(and a new BRAC "middle class™ tended 1o cmerge between the poles of rich and poor).™

While the “traditional” loan portfolio of BRAC often stimulated “one person enterprises”
BRAC is making attempts {0 create new employment apportunities for the poorest. Several of
the enterprises presently at the REP "experimental stage® expand this scope.

In principle and in pracusc this development should be encouraged. Increasing employment

12 “The BRAC Samity. Collective participation or control be a few?" Case studies from
four villages. (Draft). Aleeze Sattar & Shah Asad Ahmud, BRAC August 1992, p.8

i3 Aleeze Sattar & Shah Asad Ahmud, 1992, Op cit p.29
14 Shah Asad Ahmed et al. [993, p.vi and v
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opportunities is an important expansion of the scope of BRAC's development strategy. We
noie that, in some instances, it will be naturzl 10 employ VO members, but one should not
advise or force VO member entrepreneurs with successful businesses 1o hire VO members

only.

Observations during field visits suggested that some of the micro-enterprises actually
provided income for numerous peopie in addition to the BRAC member and her family. The
VO member and owner of a roadside restaurant, for example. had become an employer; a
few months afier establishing the restaurant she engaged several people outside the family on
full time basis®. A very profitable vegetable growing emerprise engaged 3 agricultural
workers (It was not clear whether this was on a full timeé or a seasonal basis).

in addition, a tree nursery run by a3 woman had several full ume, and seasonally empioyed
people, recruited outside the VO member family circles. One benefit is the improved social
status achieved by the VO member, the other is the expansion of jobs for indirect
beneficiaries - who in many instances certainly belong to the poorest s:gmts of the

population.

The present team has not come across documentation in BRAC where this has been debated
in depth, or where figures for "indirect™ beneficiaries have been unveiled. On the other hand
the RDP 1V praposal appears to endorse an increasing number of enterprises which will
provide income for many more people than the VO members.

The Team recommends BRAC develop strategies and expand collection/preparation of
information to highlight the number of people involved in RDP 1V - both directly and
indirectly. In the following table an effort has been made 1o present some basic data on
beneficiaries. This is mainly based on information from the BRAC sector specialists.

Although very incomplete, the table indicates certain trends in the BRAC Phase IV Proposal.
During RDP IV the role of pouliry and livesiock as the main source of employment is
sirengthened (the figures also include IGVGDP). Poultry programme growth will be from the
present 2.5 million participants to 4.7 miilion by the year 2000, and in livestock from 613
thousand to 905 thousand. In other sectors: Social Forestry will increase from close 0 61 to
207 thousand, but will still be a “small” sector in BRAC context. Horticulture and vegetable
growing will double, while Sericulture makes a quantum jump from 113 to 770 thousand in

year 2000.
The RDP IV Proposal is based on a "BRAC feeling” that a major breakthrough in the lives

15  Mahmuda Rahman Khan. 1993 p.34 indicate however dhat this is not always the case;
out of the five restaurants studied, only one hired a person at the cost of Tk 15 per

day.
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of poor people may not be achieved with only traditional activities (rural trading, paddy
husking etc), projects. Between 1996 and 2000. the Sector Programme will grow to about
50% of the loan portfolio from it’s current 30%. The proportion of raditional activities will
be correspondingly reduced from the present 70% (Proposal p. 4). The table indicates that
the same process (from "traditional” to more complex and advanced enterprises) is not so
clear within the Sector Programme as here both groups expand. .
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Table 1: Approximaie Direct and Indirect Beneficiaries, June/December 1994
and end of RDP 1V including Rough Assessment of Appropriateness for Poor Members
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{In order w0 cover all beneficiaries of BRAC the wbles should also include the large numbers
of VO members within the traditional sectors (trading eic) as well as the about one million
pupils in BRAC schools. Hence the grand total likely will come to the range of 15-20 million

people).

The Poorest of the Poor

The special programme directed at rural destitute women, IGVGDP, (in cooperation with
Directoraie of Relief and Rehabilitation, Direciorate of Livestock and the World Food
Programme) is reported (o be achieving many of its objectives. A research study concluded
that all the beneficiaries interviewed had increased their status within the household and the
community. “They are now enjoying wider mobility and interactions with different groups of
people as part of their programmatic activities. Moreover they have freedom to decide what
o buy and when to buy as they are also wking active part in earning money ""*.

The appraisal team recommends BRAC continue and strengthen the approach to reach
the poorest of the poor through two strategies; increasing wage employment in RDFP;
Sector Programme enterprises and to continue IGYGDP as well as other special
programmes directed to these groups; (i.e. mulberry caretaking and brick fields).

A few obvious examples of child labour were observed in some of the enterprises visited
during field work. In a tree nursery the children were paid 60 Taka to fill soil in 1000
polythene tubes. In a roadside restaurant children were working as wailers and helpers. At

least some of the children were of school age but as the team forgot 10 inquire. they might as
well join school. Child labour is commonly found in Bangladesh, and enierprises run by

BRAC members are likely 10 employ child workers in the future.

The team reconunends that BRAC investigates and takes up the question of child labour
at the highest level and that a policy be defined regarding role of BRAC enterprises in

this matter.
Poteatial for Beneficiaries to become Financially Independent

As the next section and other parts of this chapter show, the profitability of the enterprises

16  "Destitute Women and Sustainable Rural Development: Poultry Workers of the
IGVGDP of BRAC™ S.M. Ziauddin Hyder, RED, BRAC, December 1993, p.ii
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varies a lot. There will also be differences in profitability within each group of emerprises.
These are differences arising from individual capacities, local conditions or other factors
which it will be difficult to control from the outset.

There are surprisingly profitable enterprises in restaurants and tree nurseries. as confirmed
by field visits. Traditional agricultural projects, like vegetable production, can also raise
income of VO members impressively quickly. The more "traditional® BRAC-enterprises in
the poultry and livestock sector seem on average fo need more time in order to produce the
same returns. On the other hand these are not full time undertakings, and the household or
even the VO members ofien will have other additional sources of income.

5.2 Economic
Introduction -
A Massive Program: One of the Largest in the World

The existing and planned 25 member enterprises in 4 seciors, with growth rates. are shown
in Table 2, columns 1 to 3." There exist about 593,000 enterprises as of June 94, and
another 561,000 are planned which comprise a further 95 % of the existing achievement. The
enterprises include those in IGYGD. Almost all of them are single person/family enterprises,
few hire wage labour. (Also shown are aging of principle outstanding (APQ), Dec 94,
service charges, and net incomes. This table will be used in the analysis in the next few*
pages.)

A large number of enterprises are not included in Table 2: those which receive credit only -
an existing half million approximately; the pouliry enierprises supported by the Smallholder
Livestock Development Programme (SLDP) funded by IFAD outside the Consortium; and a

home gardening component within the WHDP.

Based on all these numbers, plus the sericulture and fisheries sectors which are excluded.,
BRAC has one of the largest and most varied rural enterprise development programs in the
world.

17 Sec the Notes 1o Table 2 for information on sources, definitions, and formulas.
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Table 2: Member Enterprises By Sector and Sub-sector - Existing and Proposed
—I____l:__l_

ing Net Income per Net Income
June 94 RDP v i S Chlr;u per Month in th Year of
(active) (additional in § Month per | per Enterprise RDP IV
years) Dec 94 Enterprise
W of enterprises | # of enterprises Taka Taka "000
Taka
oL pansion in | [ none for
first 3 years IGVGD
Sectoral Program and only in Sectoral excl.
IGVGD Program 1GVGD
Poultry Haichery a5 1510 330 none 6Tl
[day old chicks]
ers 1] 9150 new none d 5.978
(Pullet Rearers 0 575 new none 690 4,209
"Chick Rearers 4960 3200 65 B2 150 500 2,133
[Day old chicks to 2
months old]
| Key Rearcrs 23000 375000 55 none 150 75,500
[ Egg Collector prLy) 433 18 none 154
Pouliry Worker 23030 Ll none | 1057
[vaccination] :
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Pouliry Feed 835 45 51 none 600
Cemre/Seller
b Tola RS 103,
Poultry
VESTC
Paravets 1680 550 5T none 530
“Coat Rearer 4960 starting In 94 none
receive credit
only; no targel
t Rearer 21040 40500 03 1 5
Cow Rearers 36070 starting in 94 none
receive credit
only: no target
["Model Cow Rearers 178 q 630
Milk Collectors new none 1485
Cantle Teed Cenres 0 65 new Tone 1565
"Fodder Production 0 5000 new none 100
CCall Rearers ] 0 new fone 500
Sheep Rearers 0 6000 new none 1020°
I"Artificial Tnsemination | 42 65 155 50
Wurkcrftumrc
SOCIAL FORESTRY
Nurseries - seed based | 1544 450 oF
Grafting Nursery new




Agro Foresiry 0 5000 new 25 735 1410
[ Strip Plantation revenue sharing
agreement with
Forestry Dept
“Mulberry Sapling | 1610 3500 207 57 7415
Nursery (input to
Sericulture)
ub Tota EREL 0,550 N f
e e R ) TS T R
TORTICULTURE & - | =
VEGETABLE
Vegetable cultivation | 230200 | 26,000 113 9T i 1000~ 31,200
{incl spices)
Vegenble sced 0 new none 555 I.663
production
(contract growers)
| Maize Cultivation targets set In 4
acres
A profotional
activity - includes non-
BRAC farmers
[ Frult 0 new none 693 R
cuitimhn
Rikly 0L T A
\Fu!Hnn

Source: BRAC Rural Development Programme IV, 2nd Draft, and discussions with BRAC
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Notes to Table 2

Columus | and 2. The figures for "existing” enterprises (June 94) are an estimate of the
active ones, and for “planned” (in phase IV) are taken from the proposal, and in cases where
these were not in the proposal, from discussions with BRAC staff. The data in the "existing”
and “planned” columns for the poultry sector includes IGVGD. Data for December 94 was
not easily available for all sectors, hence the use of June 94 data. One person = one
enterprise, mmmmmmwmmrmmum
checked with BRAC staff. Some few members may have more than one enterprise.

Column 3. Percentage growth compares the Existing (June 1994) data to the planned output
in RDP IV.

Coh'tmn#. APO = Aging of Principle Outstanding. the percentage of loans in the secior
which are in arrears by zero weeks as of the end of Dec 1994, ie. % of loans where
instalments are fully paid up 10 date. Furth:mallputﬁ:lmttmﬁ?ﬂfurmwﬂsu

n2%.

Column 5. SC = Service Charge per month. Although this is collected annually or at the
beginning of a production cycle, the figures shown are the average monthly amount in order
1o compare the SC with the net monthly income in column 6.

Column 6. Average Net profit per month, taken from BRAC subsecioral data based in some
cases on a full sample of monthly field data, or on a sample, or in the case of new
enterprises a pro forma estimate of net income. The formula used includes the capital and
input costs, including the labour costs for other workers outside the family, loan interest and
service charges. The “cost™ of the members own labour is not included. In cases where the
interest or service charge is not included in the calculation. these are a very small fraction of
the overall costs. The figures given have been checked with BRAC staff. The income for
poultry key rearers, who gencrate over 40% of the total net income in Year | (column 7).
was checked with a number of internal monitoring reports. For example. the net income per
month for key rearers in IGVGD (the largest proportion of rearers)in 1994 was Tk 240; for
RDP, Tk 165 ( BRAC, Progress Report on Poultry & Livestock Programm up to June 1994),
An “average® of Tk 150 is used in the wble. because in the first year of operation the returns

are smaller.
Column 7. Calculated from columns 2 and 6. See text in section 5.2.1.5.



Growth Rates: Relatively Low

The growth rates (column 3), based on June 1994 data, are overstated since they exclude the
numbers started in the 1.5 years 1o the end of 1995. The rates show almost a doubling
overall, with higher growth in social forestry in particular (335%) and in horticulture
(146%). This higher growth starts from a smaller base, but is driven by the higher net
monthly incomes for these two sectors(column 6) and the continuing search for new oplions.
All the growth rates are well within the limits of past BRAC growth capabilities and
achievement. These slower growih raies allow BRAC the time 10 improve the quality of its

enlerprise program as intended.
Eleven New Member Enterprises: Deepening and Increasing the Impacts

In all sectors, there are new types of enterprise, 11 of the 25 shown in Table 2. These
include: in poultry, model and pullet rearers; in livestock, milk collectors, feed producing
centres, model rearers, and fodder production. This "deepens™ these well established sectors.
A visual comparison of the net incomes for the new enterprises compared {Q the old, shows
higher returns. This result is a part of BRAC's strategy 10 promote investment in higher

economic benefit enterprises where possible.

5.2.1 Profitability of Member Enterprises and Proposed BRAC-owned Medium-scale
Enterprises

This section examines profitability of a wide variety of enterprises, using a number of
different indicators. "Profils™ are reviewed from the perspective of the members, BRAC. and

donors.

5.2.1.1 Loan Performance as an Indicator of Profitability of Existing Member
Enterprises: Generally Good, Need for Further Integration of Credit and Sectoral

Reporting

A rough indication of the viability/profitability of different existing enterprises is the sectoral
loan arrears history {column 4). The percentages shown are the proportion of outsianding
loans with no missed payments.” [nitially it was hypothesized that these. numbers might
indicate significant differences in the viability of sectoral and subsectoral businesses.
However on a sector basis they are all satisfactorally high - quite high in relation o the loan
performance data for most NGO, "development® bank, or commercial bank performance in
South Asia - where this blunt data is not used or hidden.

18 The decision by BRAC 10 use the APO is a bold siep towards transparency. This is a
more meaningful and accurate way of showing loan performance than relying on an overall

recovery figure.
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Some subsectoral APO data is shown, based on customized runs through the BRAC data
base. These APOs are also acceptable, however some caution is warranted: the loan
enterprise names used by the credit program are sometimes different from those used by the
sectoral staff. Until the end of 1994, BRAC used 350 activity codes for different types of
enterprises in its loan data. Since there were problems in coding all these accurately, they
have started to use only 20 codes. While a reduction in the number of codes is a good idea,
they now have too few to track the repayment performance of the most common enierprises
at the subsectoral level or the newer ones they are promoting.

Recomumendation
It is reconunended that:

- BRAC review the loan coding system to assure that the same enterprise code/name is
mdhyhﬂhsedmﬂlndmﬂ:mﬂfwmhtmﬂm

- The APO data be integrated with sectoral reporting, and sectoral issues be included in
credit program analysis.

- Sufficient subsectoral codes be used to track the loan repayment performance of the
major existing enterprises and all the new ones.

These relatively simple steps would help to further the integration of the management of
enterprise development with the credit performance.

5.2.1.2 Level of Service Charges Compared to Profitability: Modest and Limited Service
Charges

In Phase IlI, BRAC started 10 collect charges for PA and PO advisory services (“followup®
is BRAC's word for this service). After members have taken the skill training' and
received a loan for a particular enterprise, further advice is provided over a period of time,
the amount of which depends on the technical complexity of the enterprise. The simpler
enterprises, requiring little BRAC followup. are not charged. As shown in Table 2 (column
5). the majority of the enterprises (16 of the 25} are not charged. BRAC should be prepared
to change this as they gain experience in providing followup to the new enterprises.

Comparing the service charge (SC) to the net income (columns 5 and 6), indicates that

19 There is no charge to members for the skill training.
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in general the SC is a very low and modest proportion (a few %) of the net income.™
(In one extreme case, outside of this sample. a woman netting Tk 10,000 a month with a
restaurant was paving Tk 10 service charge a vear.) In the few cases where it is a higher
proportion (eg. chick rearing, 30%; mulberry nursery. 10%) the PA/PO ume required s
higher than average and the member has an assured market for the output by selling o other

member enterprises.

Tabie 2 may provide for the first time a comparison of all SC and net income data by
subsector. There was insufficient time to discuss the policy on setting service charges with all
the Sector Heads. There may be some potential for increased SC charges which would assist
in increasing internal revenue and overall financial sustainability. Average net income by
subsector should be one variable in determining the level of SC. in addition to the staff time

required.
Reconunendation

It is recommended that BRAC review this data, update it periodically, revise its SC
pricing policies as reguired and adjust any charges as it sees fit.

5.2.1.3 Profitability by Sectors: Higher Net Incomes for the Newer (RDP 1V) Sectors,
but Higher Total lmpact for the Older Ones

The average net income per month (column 6) is one measure of the profiability of each
enterprise.” The order of profitability by sector in column 6 is roughiy: highest for social
forestry, then vegetables, livestock, and poultry the lowest. However, if the total numbers of
enlerprises in cach secior are considered, the order is exacily the reverse (see secior subloials

in column 7).

Conclusion: The newer sectors (forestry and vegetables) have higher net incomes ou an
individual basis, but the older ones because of their much higher numbers have a
greater aggregate effect on rural incomes, and probably reach a higher proportibn of
lower income people. This finding is in line with BRAC policy: to reach a large number
of lower income people and at the same time promote higher net income enterprises.

Given the realities in Bangladesh. BRAC continues io assist both lower net profit enterprises

20 Note that conservative estimales of net income are used in the able. If the range
provided by BRAC was Tk 500 1o 630, Tk 500 was used.

21 The range of the net incomes in each sub-sector was not readily available in most cases,
nor was there time to include it in the analysis. Such data would provide a richer analysis

than the one given here.
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that reach hundreds of thousands, and the higher income ones that are feasible for perhaps
fewer people. BRAC wishes to continue this balanced approach. For BRAC suaff, both
categories of enterprise are challenging endeavours. BRAC also appears to be continually
working on increasing the returns of the lower net income enterprises.

5.2.1.4 Comparison of Average Net Incomes {Profitability) 1o Poverty Level Data:
Modest but Important Additional Income :

The absolute numbers in column 6 are more meaningful if they are compared 1o a poverty
level reference base. Some possible bases were discussed with BRAC RED and RDP staff.
The reference bases of minimum income requirements (poverty levels) considered were:

" - Tk 600 per person per month (based on RED nutrician studies in 1990, updated for

inflation, verbal reference).
- 31 kg of wheat, or Tk 300 per household of 4 per month, uf?STakaperpemn

(WFP, verbal reference).
- Tk 320 to 375 per month per person, poverty and exireme poverty levels

respectively (BIDS, verbal reference) |

The reference base chosen in a meeting with RDP staff was Tk 320 per person per moath, an

extreme poverty level,

The average total income for all enterprises in Table 2, column 7. for one year is about Tk
211 million x 2.2 = 465 million. (See notes o Table 2, column 7: the total income shown in
the Table has been roughly halved for the purposes of the Benefit Cost analysis in the
following section).

Dividing Tk 465 million by the number of enterprises formed in one year on average
{560.000 from the 5 year towal in column 2/ 5 =) 112,000, gives Tk 4150 per year or 346
per month per enterprise. Or about Tk 70 per month per person, assuming that the enterprise

supports a household of 5.

Taka 70 per month per person is about 22% of the poverty level reference base (Tk 320)
chosen above.

However the members do not depend on these emterprises alone, which require at most a few
fiours 3 day. Wage labour accounts for 40 o 50% of total cash earnings for poorer BRAC
members (males and females) with less than 0.25 acres. loans less than TK 2500 and
membership for less than 2.5 years.” One other household member working as an
agricultural Iabourer for 25 days a month at Tk 30 per day (the average wage) would earn

22 RED data from the Impact Assessment Survey.
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Tk 750 per month per household. or 150 per person. The Tk 70 per person. above, is almaost
50% of the income per person (Tk [50) in agricultural {abour. Hence the additional income
from these enterprises is a substantial increase in income for households on the margin.

Recommendation:

In order to be more thorough about relative profitability, BRAC should probably move
to Tk./hour as a standard comparative indicator. The discussions on reference level base
were quick and there was little time for reference to documents on economic poverty
statistics. It is suggested that the RED pursue more analysis of these issues.

5.2.1.5 Benefit - Cost Analysis: "Profitability” to Donors

How does the investment of donor funds in the sectors reviewed here, compare with the
benefits 1o members? Since the net income per enterprises is available from Table 2, and is
the most straightforward measure of the benefit 10 members, a benefit-cost (BC) analysis is
outlined here. This will answer the question: Are the benefits to members greater, the same
as, or less than the donor’s costs?, with sufficient accuracy for the purposes here. Since
BRAC is requesting such a large amount, the answer to this question is important in an era
where the efficiency of development assistance is seriously questioned.

It must be pointed out that BRAC senior management do micro level BC analysis whenever
they are considering a new enlerprise activity. For example, they estimate the net income to
the member, and compare it with their costs of providing the service. If the benefit exceeds
the cost they pursue it. This is one reason for the positive findings here. The macro model
fiere is aiso presented o BRAC as an example of another possible use of the exiengive

amount of data they colleci.

The positive impact of BRAC's program has been shown elsewhere in the Impact Assessment
Study. The analysis here complements this by looking at the efficiency of the projecied
investment - how does the cost of achieving the benefits compare to the value of the benefits?

The simple BC model used below is closer 10 a financial "break-even” apalysis in some
respects, rather than a full blown BC analysis over a number of years, with discounting to
get net present values, and calculations of internal rates of return. Since initial estimates
indicated that the costs in the first year were roughly equal 1o the first year benefits, RDP IV
comes close to "breaking even” after one year. Given the almost constant stream of costs in
years 2 1o 5, and the increasing stream of benefits as more enterprises are started. the BC
ratio and the internal rate of return will be high. There was insufficient time 10 do exiensive
sensitivily analysis: however the benefit numbers are so large and robust that even more
conservative assumptions are unlikely to change the conclusions.



The Benefit Calculations for Year 1

Column 7 in Table 2 provides an estimate of the economic benefits. The formulae for the
numbers there are: _

For poultry: (the total of new enterprises in column 2 / 4.5 years) x (monthly income
in column 6 x 6 months). Within the Sectoral pouitry program, the new enicrprises
are created in the first 3 years; within the IGVGD poultry program the new
enterprises are assumed to be spread evenly over 5 years. In aggregate this represents

about 4.5 years.

For all other sectors the formula is: (the wotal of new enterprises in column 2 / 5
years) x (monthly income in column 6 x 6 months).

The monthly net income in column 6 is muitiplied by 6 months, not 12, w0 account for the
few situations where there is no production some weeks. and more importantly to accoumt for
the fact that all the production will not start in the first months of the year. -

The totals in column 7 are a conservative estimate of the "benefits® 10 members (ie. cash in
the pocket) in the first year of RDP IV. Note that the biggest contributor 10 benefits, income
to key rearers, is based on a low net income during the first year, ie. Tk 150. In the second
year it climbs to Tk 200. In the cases of nurseries and vegetable production, some hired
labour is used and included in the cosis 0 the enterprise. These are benefits 1o labour and
should, in economics, be excluded from the calculation of net benefits. Also excluded are
houschold consumption of some of the products (eggs. milk, eic.). The overall increase in
the total benefit from these two effects could range up 1o 10%.

The total benefits in Year |, column 7, are Tk 210 million.

The opportunity cost of labour in the model is zero. This is reasonable for the following
reasons. The majority of the enterprise activity requires only a few hours a day of work, in
the context of a houschold where the other or younger family members can casily substitute
for the "semi-skilled™ work of the "owner®. Thus. there are few constraints, and very low
opporiunity costs, on pursuing alternatives, eg. wage labour. In terms of the alternative
investment options, the woman would not have access (o the reasonably priced credit o
begin with, without being a BRAC member. While there is a case for increasing the
opportunity cost in some enterprises after year |, this will not reduce the net present value of
the benefits substantially. Also if the total benefits are reduced in the first year by 10 10 20%
t0 factor in some opportunity cost, the conclusions will not be substantially altered.

The Cost Calculations for Year 1
The relevant cost items in the first year, taken from the RDP 1V budget, are shown in Table
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Fisheries, sericulture and RED costs are excluded since their benefits are not included in the
model.

Il. Sector Frogram
| Excluding Fisheries and Sericulture; and REP.

Included are the BRAC owned poultry haichery, feed mill, and
vegetable seed centre; and 20% of the Marker Development

Program.

| 11T ¥ 32
12 Bramh Operating Cost 20 % ) 26

210na Difice Operating Cost 20% 3

. 54 @aff framing 0% 2
‘u" 5.1 Rmnn:mrmg—m i
: Difice Capital Investment 209 9

TAL 87

N AN VL

.-l e RDP IV & e

The cosis for the Marketing Development Program and items outside the Sectoral and
IGVGD programs are calculated at 20% of their respective line items, based on the fact tha
the Sectoral (excl. fish and silk) and IGVGD programs comprise about 20% of the overall
budget. Excluded are the costs of the additional donor contribution to the loan capital (which

becomes 2 BRAC asset), and the internal revenue 1o BRAC from loan interest and service
charges.
The total costs in Year [ in Table 3 are TK (87 miliion.

Comparing Benefits and Costs in Year 1

In Year |, the benefit cost ratio is 1.12 (210/187). This means that a donor investment of Tk
100 yields Tk 112 in peoples’ pockets in the first year. This is a very high ratio for the first
year of any project - so high that the assumptions in the calculations were tested. If the
number of months used in the formulae in section 2.71 is reduced from 6 months to 5. the
BC ratio 15 reduced 1o 0.94; if the number is reduced further 1o 4 months, the BC ratio
becomes 0.75. The last, and very conservative, assumption is the lower limit of what is

reasonable.
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Hence it is concluded that the BC ratio in the first year alone is between 0.75 and 1.00.
Again this is very high for any rural dcveiupmem program in the first year. S:Idmn do
programs like this approach “break-even® in the first year.

Does this make sense? How close is this 1o “reality*? It is generally accepted that BRAC's
program achieves considerable benefits at low costs in comparison 1o other similar programs.
largely because they themselves are very coascious of the BC ratios in their decision making.
The BC ratio estimated here simply confirms the results of their policies.

Benefits and Costs in Years 2 to 5

Beypnd year 1, the benefits increase substantially as illustrated in Table 4. Assuming 1000
new enterprises are added each year ( the planned growth is roughly constant each year in
the Proposal), and each year 20% of the existing enterprises drop out, the present value of
the benefit steam is high. The drop-out ratio is estimated at about 2 0 lﬂih}r BRAC saif,
hence the drop-out ratio used here is very high.

Table 4: Benefit Stream In Years | to 3
|

I new " A X, l
000 new [000 x .30 | X .04 000 x
1000 new 1000 x .80 | 1000 x
TO00 new 1000 %
1000 ne
Total [800 3330 3950 360
iscounted T 1430 1560 510 1370
Totals at 20%
(present value) I

Total Present Value of Benefis = Tk. 6.880

In contrast, the cost stream over 5 years in the budget is roughly constant for the sectors in
the model. Since the benefits and cosis in the first year are almost the same, over 5 years the
present value of the benefits will be substantially more than the present value of the costs.

Hence a more detailed BC analysis over 5 years is highly likely to show a high BC ratio and
high internal rate of return. ®




Conclusions

In answer to the question at the beginning of section 5.2.1.5,” Are the benefits greater,
the same as, or less than the donor’s costs?”, the simple and conservative model used
here indicates that the benefits are significantly more than the costs over 5 years. The
BC ratios and internal rates of return will be high enough to justify donor investment in
general in the sectors reviewed here. This result confirms, with added assurance, the
already positive professional opinions of BRAC’s enterprise development program.

Recommendation

It is recommended to RDP and RED that they use this simple model to build a more
sophisticated BC analysis during RDP IV, including the fisheries and sericulture

Components.
5.2.1.6 Profitability of Rural Trading and Food Processing Enterprises

These simple, traditional activities receive credit only and are not included in the enterprises
in Table 2. They comprise the largest number of member enterprises, ic. the largest
proportion of BRAC's outstanding (RDP plus RCP) loan portfolio. As of Dec 1994, both
categories comprised S8% of the portfolio (34 % rural trading + 24% food processing). The
rural wrading category alone includes about 105 different types of micro businesses. These
are only examined briefly since there is littie data on them other than their loan repayment

performance.

The APO (zero weeks in arrears) in Dec 1994 for rural rading was 92% (94% for Qw0 4
weeks); for food processing. 90 % (with 93% for 0 to 4 weeks in arrears). For the major
activity within food processing, paddy husking, the APO s 94% for 0 10 4 weeks in arrears.
Hence these loans, mainly to woman, perform very well.

Since these enterprises are extremely compeietive, the profit margins are probably small.
While there is little data on the profits 1o members, this information is not necessarily
needed. If one takes a straight rural banking perspective, one could asswmne that if these
small low risk loans are being repaid regularly, and their is continuing demand, that the
borrowers are making enough profit (in their own opinion) and making intelligent
investment decisions. Certainly there will be cases where the loan is used for purposes other
than the stated one, and cases where the loan is repaid from other sources of income. The
consultanis agree with BRAC's strategy of limited monitoring of the impacts of these loans.
There are limits to social engineering. It is likely not worth the expense 1o monitor actual
internal household cash flows for these types of loans on a regular basis. The loans provide
in effect a rural “credit card” (combined with an important savings component). a necessary
service in any economy. Like VISA, the spending fimil is clear. as are the expecied
repayments. Inquiring deeper into the actual purchases would be considered insulting to
VISA members. BRAC members should be givea the same respect. Hence the repayment
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data is considered sufficient to monitor these loans.

Another related issue is BRAC's intent to reduce the proportion of loans in these calcgories
from the present 70% to 50% of the total portfolio, ie. increase the proportion of sectoral
program loans. The reasons for this are not entirely clear in the proposal. While there are
probably greater profits for members in most of the sectoral enterprises (and service charges
for BRAC), there is still 2 large demand from “customers” for these simpler loans which
provide the majority of BRAC's interest income.

Recommendation

The consultants suggest that BRAC examine the financial implications of this portfolio
restructuring, and ask itself to what extent “customer” demand should be taken into
account.

5.2.1.7 BRAC-owned Rural Commercial Enterprises: Poultry Hatcheries, Pnultr;r and
Livestock Feed Mills, and ‘Vegu:hle Seed Production

The proposed enterprises are shown in Table 5. These are all new initiatives. Excluded are
the proposed investments in sericulture and fisheries, which in total are much larger. The pro
forma financial analysis on which Table 5 is based were provided to the consultants during
the appraisal. These should be included in the next draft of the proposal.

Tnhl!.- 5: Proposed BRAC-nwnﬂd Rurnl Commercial Enterprises
P : T Summary of Financial
Analysis

According to BRAC pro
forma statements

even in lirst year

(producing Net profit per year = Tk
day old 950.000 x 3 mills
chicks) = 2.850.000

' Break even in first year

Net profit per year = Tk
1,640.000 x 3 mills
= 4 ,920.000

Break even in 5th year l

assuming 90% capacity
utilization in years 3 to 5

32



To address input constraints, BRAC has proposed a number of medium-scale enterprises 1o
provide basic inpuls 10 member-owned enterprises: poultry and dairy feed, day old chicks,
and vegetable seed. To keep the selling price low and the quality high probably requires the
scale of production proposed. However there has been insufficient time to assess the
individual proposals, there is insufficient dewail provided, and the consuftanis do not have the
technical expertise in these industries. A brief summary and recommendations are presented

here.

Linkages within the Sectors

Each sectoral program has numerous linkages within its sub sectors. The linkages are shown
in Annex 1 for all the sectoral programs, in graphics produced by BRAC during the mission.
In efiect, BRAC has conducied a "subsecioral™ approach 1o analysing options for enierprise
development in each sector. This has advaniages in identifying input or outpu! constraints on
existing enterprises, particularly ones where significant growth is proposed, and hence in
identifying new activity within sectors. This approach is one sirength of the-proposal both
conceptually and strategically. However there is insufficient detwil on the development,

business and manaagement objectives.
Strategic Dimensions

BRAC's exiensive experience indicates that GOB suppliers have quality and quantity

problems. Privatization of this production as proposed by the GOB. even if "successful”, has
uncertain effects in providing inputs for micro-scale member enterprises. New privale

investment to provide such inputs for very small enterprises. in an uncertain political and
cconoimic environment, is unfikely. And BRAC has the established successful experience in

larger scale commercial enterprises: BRAC Printers, Cold Storage, Aarong.

Conciusion: There is a strong strategic argument for BRAC, with its existing and
planned numbers of clients, to invest in Rural Comumercial Enterprises. The required
scale of production is well beyond any member’s capabilities. Moreover these
crterprises are largely justified on the need to supply inputs to member eaterprises - not
to generate a profit, although at minimum it is reasonable to expect them to break even.

Sununary of the Propesed lnvestments

In all 3 enterprises in Table 5. BRAC is requesting donor funding for land. buildings.
equipment, and initial working capital. The pro forma financial analysis seems to be
reasonably complete. The consuliants had insufficient time to assess the details. Cash flow
per month would be a useful addition to clarify the financing costs.

The number of jobs created within these industries is small, but the jobs created in the micro
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enterprises they feed are large.

The projected profits are modest compared o the overall RDP IV sectoral budget. The return
on investment of the hawchery and the feed mills is over 17% ( 2.85 million net profit +
4.92 = 7.77 million/ 45 million investment = 17%, without excluding depreciation and

financing costs).
Conclusions

While these investments appear to have considerable merit, more information is needed and a
number of issues need 10 be addressed before making a recommendation.

A summary of all relevant business and financial data for all these investments
(including fish and sericulture), using similar formats, would be helpful. As suggested in
the Finance and Credit Review (section on Donor Funding of Comumercial Enterprises)
the following items/issues need to be clarified: dﬂthmnh}enivu,bmmphu,
allocation of profits (and losses), and BRAC equity.

5.2.2 Policies for Dealing with Loss-making Investments

The only enterprises that appear to make significant losses are the DTWs which are assessed
mn the next section (see also footnote 9); and some of the enterprises in REP which are
reviewed in general in section 5.3.3 below.

For the majority of member enterprises the dropout rate (a proxy for loss making
enterprises) is low, estimated by BRAC at 5 to 10%. This is low and well within the
standard norms of enterprises development programs. No additional policies appear to

be needed.

Pulicies for dealing with potential losses of proposed BRAC-owned enterprises need to
be clarified as noted in the conclusion to section 5.2.1.7 above.

5.2.3 Colicctive Member Enterprises™: Deep Tubewells (DTWs)

24 This is the only “collective” enterprise examined in the Enterprise Development section
of the Appraisal. The other major ones are 8 brick fields within the REP, and fish ponds
within the Fisheries secior. There was insufficient time 10 review the brick fields, and the

Fisheries sector was reviewed by other 1eam members.

In the future BRAC intends 10 promote mainly individually owned enterprises, as it has in
the past. Roughly 99% of all the enterprises are individually/family owned. There was
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With a history of BRAC and donor DTW reviews going back to late 1991, there was
insufficient time to examine and discuss the accumulated data on these larger member
enterprises. BRAC now keeps a financial datz on all 700 (approx) DTWs. There is no

expansion of this type of enterprise proposed in RDP 1V. N

These are collective enterprises in terms of having about 100 share holding members
(including BRAC), a management commitiee, with 3 to 4 hired operational staff. The
objectives are economic (eg. increased incomes) and political-economic (ownership by the
landless of a large rural asset). The latter is an important attempt to influence the political
structure in rural areas, whereby the landless sell irrigation water to landowners. In the one
DTW visited, it was their improved socio-political status about which the members were
most enthusiastic, rather than the modes: financial returns. Hence, conventional return on
investment calculations can only capture part of the inlent of these enterprises.

The APO data, Dec 94 (see Credit and Financial Management report), shows the DTW
purchase loans at 97% with zero weeks in arrears (99%., for 0 10 4 weeks in arrears): the
DTW operation loans &t 86% with zero weeks in arrears (97 3. for 0 o 4 weeks in arrears),
These figures were roughly the same throughout 1994. This is an is an enormous
improvement on 1991 data. While the share purchase and working capital loans are being
repaid on time, this data does not indicate the economic benefit 1o members.

Since the current irrigation scason only staried in Nov 94, additional data to show recent net
profit to members is nor available. Hence the BRAC “Report on the Irrigation Programme
(1993-94 Boro Season), Feb 95* is the basic data for the following analysis.

This report on the previous irrigation season shows:

- 615 DTWs in operation - with a command area per DTW of almost 51 acres. an
increase of 11% (16% in the report summary) on the previous season

- Slightly lower aggregaie yield per acre, compared to the previous year, due o acts
of nature ’

- Significant reductions (28%) in operational costs

- 53% of the DTWs had a net profit (compared 10 58% in the previous year), yielding
Tk 15,840 on average per profitable DTW. ( Assuming 100 shares in cach DTW, this
yields 2 modest Tk 158 per member or share per year. This return compares

favourably to the member investment of Tk 500 o 1000 per share stated in the report.

insufficient time to determine the proportion of individually owned enterprises by value of
.2 outstanding loan portfolio. This proportion is probably similarily high, if the credit only
caterprises are included.
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However it is modest compared to the Tk 150 per month for poultry key rearers - the
lowest profitability of the emerprises in Table 1.)

~ If the loss making DTWs are included. the average net profit per well for all
operating wells is only Tk 1500.

- 98% of the service charges due were received. up from 81% in the previous season.
(However the arithmetic of total receipts divided by the service charge per acre gives
a much lower total acreage irrigated than stated at the beginning of the repori).

- 60 % of the DTWs received payment from farmers in cash, rather than crops, up
from 40% in the previous season.

- Financial incentives for PAs have been introduced to increase the command areas

and reduce operational costs.
.

In summary, BRAC is taking action 10 improve the profitability of the DTWs 1o members.
For example, the increasing proportion of payment in cash, transfers more of the risk to the
water buyers. BRAC’s own financial interests seem well protected given the high APO and
high service recovery rates. However there was insufficient time to discuss BRAC's
repurchase of DTW shares from members who were not repaying loans - and related issues
raised in the December 1993 Monitoring Review™: writing off the capitalized net operating
losses, and improved DTW performance reports on profits and cash flow to members and
BRAC.

One basic constraint on the return 10 members remains: the low command area. At 51 acres
on average in the previous season, this is well below the 70 acres, cited in Consortium
meetings in 1991, as the minimum area required to make these enterprises profitable. While
BRAC is well aware of this issue. and has acted 1o increase the area, it is suggested that
additional efforts include simple financial feasibility studies of investing small amounts on the
margin in pipelines, or culverts under roads, to increase the total area of each DTW. The
political feasibility of getting approval for culverts under “government” roads is perhaps

another constraint.

The fact that these enterprises are “collective” is not a basic constraint™. The command

25 Carpenter, Kellogg, "RDP [il. November 1993 Monitoring Review: Credit and Financial
Management”, December 1993. pp 10-11

26 The general nonviability of collective production is well accepied in the trade of
enterprise development, and recent international history. However, the way BRAC has
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area, ie. the number of customers, is still perhaps the major issue.

Reconmunendation

With respect to DTWs, the only recomunendation to BRAC is to improve the coutent
and clarity of the reporting. Suggestions for improving the content of the upcoming
1994-95 Report are listed below. Since the DTWs are not part of the RDP IV Propesal,
this report can be delivered separately from the revised RDP [V Proposal.

The 1994-95 Boro Season Report should include:

- A review of the DTWs not in operation: only the 615 operating ones are
analysed. The total pumber of DTWs mentioned in other documents is 710. -

- An outline of how the losses on non-profitable DTWs are being financed, and of
shareholders opinion on how to deal with losses.

- The statistical distribution or range of net profit (loss) per member, and a
comparison with net profits per member for other enterprise activities.

- A clearer outline of the management strategy and targets for the next irrigation
Seasotl.

5.3 Institutional
5.3.1 IGA selection processes for participants

The appropriateness of procedures for selection of Income Generating Activities (IGA) is a
function of how accuraiely those procedures assess the following dimensions:

1) VO member's needs, commitment and resources,

2) the growth potential and market demands:

3) capacity of the VO member to meet the challenge of culturally defined roles and

behaviour.
Some of the preconditions for this selection process are as follows:

structured the ownership of DTWs is not far off the way General Motors is owned by a
“collective” of thousands of shareholders.
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a) BRAC field swaff are aware of the 3
assessment dimensions

quality of training for field staff, collection of
relevant and correct information about the VO
participants and the locality.

b) BRAC field staff are able and willing to
present IGA options o the VOs

quality of extension methods, social m'
and style of BRAC's organisation

¢) VO members understand relevant aspects
of their situation, including the pros and
cons of various enterprise alternatives

training of VOs, structure and functions of VOs
and small groups, and the whole environment ol
information in the locality

d) The VO members are free to choose
(within set limits)

empowerment of VO members, and their
families, previous experiences, functioning of
VO groups

What is the evidence that the dimensions and preconditions are understood and catered 1077
Aspects related to training of BRAC swaff and provision of services o the enierprises are
discussed elsewhere in this chapter, the following discussion is primarily related to VOs.

The Village Organisations

According to BRAC's strategy and ideology, the Village Organisation (VO) is the nucleus of
all RDP acuwuns at the grassroot l:w:l All opcmmns are wnrkmg lhrnugh the VDs The

The importance of the VOs have been explained as follows:

27 In addition to the general BRAC criteria for admission as VO member there are certain
additional criteria for involvement in different sectors and enterprises. Such criteria have
been described and discussed in several research studies. Examples:

REP has formulated criteria for selecting entrepreneurs to run restaurants: such as 1) age

(preferably 35-45 years), 2) marital status: preferably separated or divorced, female headed

household, 3) education: preferably able to keep accounts and business sense. 4) enthusiasm,

5) hygiene. 6) respect for BRAC's norms).

Also within pouliry enterprises certain resources and services are required. These maght limit
the scope of possibilities for VO members; Chick Rearers could need access 10 electricity.

availability of space to set up a chick rearing unit.

literacy and numerical level of the CR,

physical ability and relatively freedom from family chores. (Nasreen Huq et al, "Food Aid:
An Entry Point 10 Development? The Case of the Income Generation for Vulnerable Group

Development Programme of BRAC, RED, BRAC,
38
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*Organisation Building is the centre piece of BRAC’s Rural Development Programme
(RDP) which aims at empowering the landless rural poor. Towards that end, RDP
organises the landless men and women into village based organisations, separately for

men and women*_**

The members are brought into 2 well planned conscientisation process including functional
education, which is mandatory for all members. Some are provided with ramning as a twol o
pursue economic aclivities 1o promote their standard of liying ec.

The process of VO development is ™:

1. An Area Office is set up
2. BRAC staff start identifying the target population (landless poor) through an

informal survey

3. Group discussion takes place between the people identified and BRAC field siaff
4. The poor who are eligible for membership and have expressed their inlerest in
joining the programme are motivated to form a group (takes place one or two months
after the initial contact)

5. Introduction of the basic principles and rules of VO formation and conduct of VO
activities

6. Each VO is subdivided into small groups of 5-7 members, each with a secretary

clecied for 2 years
7. VOs are managed by a Management Committee of 7-10 members chosen from

amongst the Secretaries of small groups

This siep by step procedure seems lo be generally applied. There are a few examples in the
research literature pointing to the fact that all VO members are not always drawn from the
target groups. The impact study in Gurki Village, Manikganj, showed that 3 out of 4 of the
richest and most influential households were female VO members, while only 6 of 14 poor
households were members.™ There are also a few comments to be made regarding the

sustainability of VOs.

According to the RDP IV Proposal VOs are considered necessary for several functions:”
Credit operations become more effective as the VOs become more strong and effective. VOs
also help to generaie discipline among the members as each member has to attend meetings
on a fixed day and hour each week. Members are also required to deposit their savings and

28  BRAC, 1993, "Caiegorising Village Organisations” p. |
29 RDP IV Proposal p. 18-19
30  Shah Asad Ahmed et al 1993 (appendixed map)

31  RDP proposal for 1996-2000, page 18.
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pay their loan instalments on a regular basis. Punctuality and regularity are instilled in the
members through this process, according to the plan.

The Impact Assessment Study findings from case studies are not very encouraging regarding
the viability and general role of the VOs. However, discipline and enthusiasm seem to be
more evident in the newer and female VQOs, than the older organisations with male members.
If the Assessment Study conclusions are correct;

“over tme, such discipline declines, ideal procedures become less common, and meeting attendance become
more ermatic. VOs rarely undertake additiopal activities in a collective manner, or independent from
BRAC's initiative, suggesting that they are not progressing to semi-auionanous institutions. Moreover. the
frequent rulé changes, combined with the frequent uisier of stall, have created a degree of uncertaumy for
mernbers =

Based on input/output as well as indicators for organisational, economic, social and health
factors, BRAC’s Monitoring Department, in 1992 and 1993 assessed 140 VOs and divided
into four standard groups where “A” is the best and "D" the worst. The results were as
follows: Groups "A": 12 %, "B*: 23 %, "C": 55 % and "D": 10 %. The Monitoring
Department conclude that performance of female VOs appear 1o be berter than their male
counterparts, and that young VOs are beuer than the older ones. ™

The Assessment Study concludes that for many VOs, leadership has developed as an
instrument through which field staff maintain repayment discipline. Also it is stated that the
small 5-6 member groups hardly exist in older VOs.

We recommend, if the findings are confinmed, that BRAC
- gither reformulates some of its main perceptions of the role of VOs and the

smaller groups as instruments for local level development, or
- investigates what has gone wrong - in order eventually to change the BRAC

practices,

The BRAC 1994 Review Mission from November 1994 also propose that BRAC address the
issues related to the sustainability of VOs, VO federation and member participation in the

RDP IV proposal ™

"Listening capacity” of BRAC

32 Impact Assessment Study. op cit page E-2
33 BRAC, 1993 "Categorising Village Organisations” Baseline Information, p 7-13

34 BRAC 1994 Review Mission. Inicrnal Management Review & Local and Natiosal
Level Coordination. November 1994 p. 2
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The BRAC 1994 Review Mission writes that it is apparent that BRAC does listen to the rural
poor. The increasing use of the Rapid Rural Appraisal and Participatory Rapid Rural
Appraisal techniques within BRAC hold the potential for even better listening capacities. ™
Nevertheless, the Review Team argue, it is difficult 10 detect how VO members participate
in BRAC. Referring to the Strategy Plan's focus on the fact that BRAC has detecied some
resistance to its current transfer of knowledge and training to VOs, the Review Mission notes
that the strategy is silent on the potential of broader and deeper participation of the poor in
BRAC. The 1994 Mission questions whether the notion of VO federation has been abandoned

by BRAC and whai the current thinking on this issue is.

The present team agree that the concern of the 1994 Mission is crucial for understanding how
BRAC works in general and also for the processes by which specific income generating
activities are identified. It is nawrally hard 10 identify a precise and general balance between
participant preferences for enterprises and BRAC's criteria which might be more based on
lechnical experience and factual knowledge of the PAs. Ideally these concerns maich, but in
practise there must be some sort of process and discussion from which fi t'nally a decision is

made, loan disbursed and activity started.

"Recent trends in extension technology research indicate that rural people and peasants are
far more knowledgable than was previously assumed in extension programmes like T&V and
they learn very fast about relevant techniques which they believe are useful.™ The
implication of this for extension work and BRAC field level workers is that sense of
partnership and “both way learning” are even more imporiant than before.

The exient to which a VO member is able to decide freely on which activity she should
pursue, will naturally depend on many factors. One is other exiernal interests and their
impact on the decision (for instance rich people in the village who continually are “imposing
their priorities on the entire community ")

The RDP 1V Proposal emphasises that it is an absolutely necessary condition to use the
participaiory approach if the programmes are 10 be effectively implemenied. However, in
relation to the findings of the Impact Assessment Study that male kin of the female VO
participants in a majority of cases are the practical implementors of the enterprise. there is
good reason (o believe that the decision is taken on a family basis, which again in practical
sense will mean a relatively large impact of the husband/other male kin. Also an impact
study in Gorki village reporied that "...many (loans) appear to have been directed into mens’
pockets, thereby negating the bias which BRAC has shown in favour of the womens® VO in

35 BRAC 1994 Review Mission, page 43

36 Opcit p. 52

37  RDP Proposal 1996-2000, p 2
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recent years.” The present team has not been in a position to pursue this point in dewail,

Although outside of the activities selected for the present study, one finding from a study of
IGVGDP from 1993 indicate that participants were not given any choice and were not asked
whether they would like wo rear HY'V poultry. For this particular programme. however, there
are no other alternative activities - thus the “selection procedure” might be different from
mainstream BRAC practices.™ It should also be mentioned that all the respondents showed
positive attitude towards HYV poultry rearing and almost every respondent showed positive
attitudes towards the POs of the program (but relations were not so good with the UP
Chairmen and members).

Conclusion

The conclusion of the Appraisal Team is that the BRAC system to a very large extent
performs well in terms of securing income generating activities for the VO participants.
The Team is also impressed by BRAC's willingness to investigate and research critical
matters, Considering the very difficult and intricate social structure, and the
traditionally low status of women in rural areas of Bangladesh, BRAC has many more
contributions to make, but is on the right track.

5.3.2 Technical Support and Training for Sectoral Enterprises

This section reviews some aspects of BRAC’s training, and extension (" follow up®. or
“counseiling ") services 1o sectoral program members. From the wide range of these
activities, the chosen few are pew initiatives in financial training, simple business
management, and internal entrepreneurship. As well the communication skills of PAs and
POs, and the quality of their advisory services are briefly examined. Excluded are the many
technical skill training courses for staff and mambers.

Three recent initiatives support improved skills in “entrepreneurship®, first in the sense of
more extensive financial management skills for stafi: secondly in the sense of innovation.
entreprencurship, and developing an internal business culture; and thirdly in training
members in selecting and managing micro-enterprises. Comments on these initiatives are
presented below.

Financial Management
BRAC, with some assistance from the Calmeadow Foundation. has written a 3 module

38 Op cit Shah Asad Aluned et al. 1993, p. 19

39 S.M. Ziauddin Hyder 1993 p.6



financial management training course - each module one week in length. The three modules
are accounting, financial management, and advanced financial management. Designed for
Area, Regional, and Zonal Managers and Head Office swaff, it will start in April 94. A brief
overview of the contents and discussions with some of the authors, indicates thal it is an
excellent beginning. BRAC will modify the modules based on operational experience.

Three items could be addressed more clearly as the training progresses:

- Integration with BRAC's social objectives needs 10 be more clearly articulated.
BRAC’s size and success rests largely on its unigue ability 10 combine socio-
economic, and financial dimensions. This basic reality should be incorporated more
clearly into the objectives of the course. Simulations, case studies and role plays to
combine these twp aspects would sirengthen the course.

- The course does not include some key target groups and participants: the PAs and
POs - and BRAC clients. Ultimately the Area Managers will have 10 practice these
new skills in collaboration with the PAs, and they have to practice and test the new
skills/messages in discussions with clients. A range of articulate clients from the
woman making 11,000 net 2 month with a nursery 1o the woman making 500 a monih
as a duck rearer could be incorporated as resource persons. A more holistic approach
to the full spectrum of the “target group” appears to be warranted - also this would be
in line with strategic objectives™ to show “greater responsiveness 1o the larget group
needs and expectations”, and to "improve the internal culture™ of BRAC.

Recommeadation

A version of the financial management course for Area, Regional and Zonal Managers,
with selected and simpler content should be considered for PAs and POs, so that the
whole organization is acquiring these skills at the same time. In addition, integration
with BRAC’s social objectives needs to be more clearly articulated in the course.

This material will lay the groundwork for addressing many of the issues BRAC will face

over the next 5 vears ( eg. financial sustainability combined with development and
entrepreneurial vision and practice at all levels of the organizacion])

"Eqnhanced Enterprise Activities”

40 BRAC, "A 5 Year Strategy for BRAC".
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Based on a consultancy® in Feb 1995 supported by ODA. it has been proposed 10 “1o
enhance the business knowledge, skills, attitudes, and behaviours® of RDP staff: and "0
meet RDP's need for a more innovative and enterprising internal culture”.

Based on our own discussions and findings it is evident that there is some merit, and a
desire, to improve staff skills in these areas particularly those of field staff. The questions
are the degree to which this is desirable, the pace of change, and its influence on other non-
economic programs. What are the likely effects on the overall corporate culture of BRAC?
It could be argued that BRAC has already gone further down the road of development
entreprencurship than most other (all other?) large NGOs. It uses a sound mix of social.
economic and financial dimensions, and posseses a most innovative skill - its ability 10
manage large multidimensional programs.

This initiative is in early stages of discussion. Seme integration of it with the course above
and the one below is merited.

"IGA Selection and Mangement Training Manual”

This new course written last year will start in May for members prior to their applying for
loans. The contents include the most basic and important issues (translated from the Bangla

table of contents):
- Ways [0 survive
- how to start a profitable business
- would | be able to do this, and sell the product in the market?
- will it earn a profit?
- how much money do | need to start and operate it?
- is it sufficient to meet regular and irregular family expenses?
- what activity am | going to select?
- planning for implementation
- how will | repay the loan?
- how will | keep the capital intact?
- how do | face and deal with the risks?
- key items to remember in operating the chosen business

BRAC is to be commended for designing what appears (o be a well conceived course that
addresses the most fundamental issues in enterprise development.

The Quality of Advisory/"Follow Up" Services

41 Gibson, Havers, Shada, Chowdhury " Business, Innovation and Clarity: Enhancing
Enterprise Development in BRAC® (Feb 95).
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The consuliants conducted wide ranging discussions with BRAC staff on the issue of how 10
assure the quality of the advisory services PAs and POs provide 1o clients. Additional
reviews and studies were also consulted”. BRAC now has excellent performance indicators
for the credit component. What about the other major component of enterprise development?
Do they (and how) assess the quality of advisory services after the skill training and loan is
disbursed?

The findings, in summary, of some of the exisung and powential methods used were
illuminating:
- net profit data, animal mortality rates, and service charge payments are examples of
proxy indicators used
- the recall by rrainees of key messages in the training is (or will be?) monitored on a

sample basis
- the NFPE program uses methods 10 assess the communication skills of the teachers
that could be applied to the sectoral PAs, eg. the opinions of the clients: students and

the community ¢
- most of the training on communication skills is embedded in the existing Training of

Trainers courses, and Approach to Development courses for PAs
- senior staff have an improved understanding of some of the class and gender

42 The 1994 Review Mission, p 50 : BRAC's field team needs to develop capabilities to
recognize and identify which members are in a position t0 underiake larger size economic
activities, and explicitly help these members to graduate 10 a large size economic activity....

Result from a study of IGVGD in 1993; "In many instances, the Pouliry workers (para vets)
felt that they do not get the adequate time to discuss different issues with the BRAC staff,
and therefore, the BRAC staff should allocate more time for them to discuss urgent important

issues. RED 1993 p. iii
*Pouitry Rearing by Rural Women; Cases from Five Villages® Nurul Amin, RED. BRAC,
October 1994, page iv: It seemed that the Poultry and Livesiock PAs at the branch level
were overburdened with work and responsibilities.
Recommendation from Deborah Chaba, 1994 : Provide appropriate business and gender
awareness training for BRAC field swaff. Field swaff should be equipped with skills to identify
business opportunities and provide small business owners with appropriate support. They
should also understand the social and economic constraints women face in operating their
own businesses.
Other sources suggest the need for more emphasis on the process of women's
entreprencurship development: encouraging women to start small and gain experience and
confidence. -
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communication issues because they have the worked in the field

- pre-service training addresses some issues in the “educated® communicating with the
villagers

- the Training Division discusses client service quality issues with Area Managers and
POs.

Communication across the gender divide is seen by siaff 10 be improving (most of the
sectoral PAs and POs are men, most of their clients are women). Questions regarding the PA
or POs awareness of the limitations of their knowledge and experience, and able to articulate
these (an important advisory skill), was not addressed by the consultants in sufficient depth 10
draw any conclusions.

L]

The*monitoring unit and senior trainers are quite articulate on the quality issues. While
quality communication and service are more difficuit to assess than loan performance, the
conclusion here is that sufficient BRAC staff are aware of the issues to progressively address

them.

Recomumendation

BRAC should emphasize more clearly its own expectations on the quality of PA/PO
advisory/follow up services to members, and report internally and externally on progress
in this area. As noted above in section 5.1, some service quality objectives and indicators

should be specified for the Sectoral Program.

5.3.3 Rural Euterprise Project (REP)

REP is the enterprise R&D unit within RDP which identifics and tesis new options for
enterprise investment.

Recommendation

BRAC has available a list of 67 REP enterprises - past, present and planned. BRAC
should present this in the revised RDP IV Proposal, along with a note on each enterprise
stating its status, size, numbers, and ownership. An even more detailed set of data
would be useful to REP management in assessing its existing performance, and plans for
RDP 1V. The status would include: experimental, pilot or program stage, and note the
experimental projects which have been terminated. For each euterprise, the length of
time in each stage would also be helpful, as well as the number of enterprises now in the
pilot and program stage. The size of enterprise could be specified in terms of the fixed
and working capital required, the number of employees (one in the case of a single
member/family enterprise), and the ownership and management structure ( sole owner,
sharcholders, etc), and its suitability for women entrepreneurs. Actual net income data
fur cach type of enterprise would also be useful. The consultants had hoped to assist
REP to assemble this basic data, but there was insufficient time. This data is needed
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prior to assessing the REP component of RDP 1V in any depth.

Short discussions with BRAC swaff. a few REP enterprise owners, and a survey of recent
REP and other reports®, indictate that after about 10 years of operation REP is at a
transition stage. A variety of enterprise size, loan size, ownership, and management model
issues have already been raised, and BRAC is beginning to address them. There is also no
shortage of new ideas: REP staff now have about 100 rough proposals/suggestions from the
field for new enterprises, The consultants have therefore chosen 1o focus on a macro issue -

the management of REP iwself.

{nnovative R&D is a difficult but vital actvity. BRAC has had some considerable success in
introducing new technologies and enterprises, and of course some “failures”. The rough
"success/failure” ratio for new ideas was quoied by one informant at 1 to 10 - a ratio that is
well within realicy of R&D. (For major consumer product multinationals the ratio can
approach 1 10 50. And the “experimenis® in international development projects probably
have a ratio at best of 1 10 5). An essential skill that would assist BRAC in making REP
more efficient is improved management of the risks of R&D. The consultanis are nol up-io-
date on the current literature in this area, a field that has expanded enormously in the last
decade. Recent research* indicates that the risks of producing outstanding “products™ can
be planned and managed 10 a considerable extent; project based teams including links with
clients are very useful; and time-wasting, endless experimentations can be avoided with
strong leadership and clearer decision making ipols. One basic theme in modern management
particularly relevant to REP is to "support fast failures®, je. learn quickly, and make
reasonably quick decisions on which enterprises are the most promising.

For REP, it would be helpful if they had clearer criteria for selecting projects, and makimg
decisions on moving the project 1o the next stage. Some projects appear to get stuck in a
stage for a number of years. Perhaps 5 stages are needed, rather than the existing 3:
preliminary selection, final selection, experimental phase, pilot phase and
program/mainsiream phase - but without bureaucratizing what has to be a flexibie process.
Given the large number of project "ideas®, more swaff might be allocated to assessing projects
in the early selection phases, and be expected to use clearer selection criteria. BRAC has
some sefection criteria. but they need 1o be updated 1o maich the current objective of

REP.®

43 For example, Ritchie, "Micro Enterprise Program Review™ Dec 1993, pp 22-26: Gibson
et al, "Business, Innovation and Clarity™, Feb 1995.
44 See for example a recent outine of the literature in The Economist, March 4, 1995. p 74.
45 The written criteria for selecting "new business ideas” appear 1o be limited 10: 1) the
ratio of capital investment 10 employment created, 2) replicability (simple technology, easy
operating skill, and market demand), and 3) total employment opportunities in this type of
business.
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A simple short R&D “plan® for each project would be helpful, stressing the criteria that the
project has to satisfy before deciding 1o move it to the next stage, as well as some limits on
the time it spends in a particular phase.

Also helpful for the overall management of REP would be a few simple objectives and
indicators regarding its management; for example, the success/failure ratio, the tume/resouces
spent on R&D on a particular project compared to the expected benefits to members and/or
BRAC, the length of time from the idea stage to the program stage.

Reconunendation

BRAC should mebilize an internal team to analyse the existing REF experience, to
clarify project selection and decision making criteria, and to adopt some simple
measures of management efficiency. The periodic assistance of external consultants
rmﬂilrwkhmtnuwnrﬂﬂﬂmn'mc*mmm&fnn&dﬂ

BRAC wishes.

5.4 Environmental

Improving the "physical environment by taking up relevant programmes® is mentioned
among the immediate objectives of RDP (Proposal p 14). The Proposal does not explain
further what i1s meant by “physical environment™. The present mission reconunends that
such an explanation should include both pusitive and negative impacts on the

enviromment,

As gencrally agreed internationally, sustainable development meets the needs of today
without compromising the ability of future generations (o meet their needs® The present
enterprise portfolio, with its thousands of small scale activities does not give rise (0 serious
concern, since these use simple and traditional technologies.

However two factors should be considered:

- one is related to the scale of RDP activities. If polluting or otherwise harmful
practices were introduced, the BRAC coverage and extension system could become an

vital force in extending the impact.
- the other has 10 do with the fact that BRAC is increasing the size of some

enterprises, and embarking on medium-scale enterprises, and thus will need 1o be
more envirommentally sensitive.

46 The World Commission on Environment and Development; "Our Common Future®, April
1987
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The high population density along with strong dependence on agriculture make Bangladesh
specially vulnerable if "nature hits back™ afier years of maltreatment. One alarming signal 15
the recent information that more and more artificial fertilizer i1s needed 10 produce the same

yiclds of rice, due 1o exhaustion of the soil.

Several of the RDP sectors certainly have a positive environmental impact. Social forestry’s
tree plantation programmes and the roadside plantation of Mulberry trees. increased maize
production on behalf of rice, development of pit latrines etc are examples of this.

On the other hand the mission is more unsure about the possible negative impact of:
- pesticides in pouliry enterprises
- artificial fertilizers in vegetable production
- DTW on waterlogging and salinisation of soil as well as lowering on the water table

~ risk for increased spread of water-born diseases in aquaculture.

The Research and Evaluation Division states that it lacks expertise in areas of the
environment®.

The appraisal mission recommends that BRAC employ an environmentalist (consultant
on periodical basis or regular emiployment) with a mandate to monitor regularly the

program activities. As this might take time the mission also recommends a short term

consultancy:

- 10 undertake & general environmental impact assessment of a few seciors
- 1o assess how environmental considerations are covered in education of BRAC statf
in training programmes for VO members and in the NFPE programme

- to review how the planned expansion of enterprises will affect environment

- (o propose an environmental research programmie in conpection with the expansion
of RED with one environmenta) expert

5.5 Conclusions and Reconunendations .

The Team concludes:

1. In general the Team agrees with the conclusions in recent reports on the need for more:
- Swaff innovation, creativity and improved stafT skills in business and its culture

(Gibson et al)
- Some emphasis on business skills at lower levels in the organization, and beuer

47 “Building Research Capacity, A Proposal for BRAC's Research and Evaluation
Division, RED, BRAC, December 1994 p. 9
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information systems, fntenmpl:nnlhermfcrmuﬂ failure of enterprises
(Ritchie).

2. The newer sectors (forestry and vegetables) have higher net incomes on an individual
basis, but the older ones because of their much higher numbers have a greater aggregaie
effect on rural incomes, and probably reach a higher proportion of lower income people.
This finding is in line with BRAC policy: to reach a large number of lower income people

and at the same time promote higher net income enterprises.

3. The Team concludes that the establishment of general and uniform participation criteria o
be applied for all emterprises and VO members is unlikely 10 be successful. It is much more
important to ensure that the interests and needs of members are taken care of in BRAC
pracedures for seiecting enterprises in the portfolio, m:lﬂmﬁecmnpmnudn:nulnynf
field staff is continually updated to remain appropriate:

4. The present team concludes that BRAC as an institution and in particular REP as a
filiering mechanism for new enterprises, provides for quantitative and qualisative judgements
which protect the interests of the VO members in regard to portfolio development.

5. The Benefit/Cost ratio in the first year of the RDP IV Enerprise Program is between 0.75
and 1.00. This is very high for any rural development program in the first year. Seldom do
programs like this approach “break-even® in the first year.

6. In answer 10 the question at the beginning of section 5.2.1.5.7 Are the benefits greater.
the same as, or less than the donor's costs?”, the simple and conservative model used here
indicates that the benefits are significantly more than the costs over 5 years. The BC ratios
and internal rates of return will be high enough to justify donor investment in general in the
sectors reviewed here. This result confirms, with added assurance, the already positive
professional opinions of BRAC's enterprise development program.

7. There is a strong strategic argument for BRAC, with its existing and planned numbers of
clients, to invest in Rural Commercial Enterprises. The required scale of production is well
beyond any member’s capabilities. Moreover these enterprises are largely justified on the
need (o supply inputs to member enterprises - not to generaie a profit, although at minimum
it is reasonable 10 expect them w0 break even. While these investments appear 10 have
considerable merit, more information is needed and a number of issues need 10 be addressed
before making a recommendation.

A summary of all relevant business and financial data for all these invesuments (including fish
and sericulture), using similar formats. would be helpful. As suggesied in the Finance and
Credit Review (section on Donor Funding of Commercial Enterprises) the following
iems/issues need o be clarified: development objectives, business plans, allocation of
profits (and losses), and BRAC equity.
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8. For the majority of member enterprises the dropout rate (& proxy for loss making
enterprises) is low, estimated by BRAC at 5 1o 10%. This is low and well within the
standard norms of enterprises development programs. No additional policies appear to be

needed.

9. The conclusion of the Appraisal Team is that the BRAC sysiem 1o a very large extent
performs well in terms of securing income generating activities for the VO participants. The
Team is also impressed by BRAC's willingness to investigate and research critical matters.
Considering the very difficult and intricate social structure, and the traditionally low status of
women in rural areas of Bangladesh, BRAC has many more contributions to make, but is on
the right track

It is recommended that: )

I. BRAC choose a clearly defined and feasible objective with indicators for the overall
sectoral/enterprise program. This would help integrate its management and 10 focus
measurement of success. Suggestions for indicators include:

Economic

- Total number of enterprises created compared to targets in the plan.

- Actual average net incomes compared to projected incomes particularly for the new
enlerprises

- The APO (0 weeks in arrears) for each sector and for each major subsector.

- Some measure of the proportion of micro enterprises that are successful.

- Planned and actual net incomes of the medium-scale BRAC-owned commercial
enierprises.

Social
- The current number of people with income from the enterprises

- Quality of life indicator, according to an appropriate index

Institutional
- Actual service charges received, total and by secior, compared 10 prupmmm,

- A measure of the quality of client service or improved PA/PO skills in prowiding
micro business advice.

Environmental
- A measure of environmental benefits.

These need 0 be discussed further and defined in the proposed BRAC/donor workshops to
construct an LFA.

2. BRAC continues to strive 10 be an exemplary designer and innovator in gender thinking
and gender related practices in Bangladesh.

3. BRAC develop strategies and expand collection/preparation of information to highlight the
number of people involved in RDP IV - both directly and indirectly.
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4. BRAC continue and strengthen the approach 1o reach the poorest of the poor through two
strategies; increasing wage employment in RDP; Sector Programme enterprises and (o
continue IGVGDP as well as other special programmes directed to these groups (i.c.
mulberry caretaking and brick fields).

5. BRAC investigates and takes up the question of child labour at the highest level and that a
policy be defined regarding role of BRAC enterprises in this matter.

6. BRAC review the loan coding system to assure that the same enterprise code/name is used
by both sectoral and credit staff for each type of enterprise.

7. The APO data be integrated with sectoral reporting, and sectoral issues be included in
credit program analysis.

8. Sufficient subsectoral codes be used to track the loan repayment pefformance of the major
existing enterprises and all the new ones. This would help to further the integration of the
management of enterprise development with the credit performance. -

9. BRAC periodically review the data on service charge collection, update it, revise its SC
pricing policies as required and adjust any charges as it sees fit.

10. In order 1o be more thorough about relative profitability, BRAC should probably move 0
Tk./Mour as a standard comparative indicator. The discussions on reference level base were
quick and there was little time for reference to documents on economic poverty statistics. It

ts suggested that the RED pursue more analysis of these issues.

LL. It is recommended o RDP and RED that they use this simple model 10 build a more
sophisticated BC analysis during RDP IV, including the fisheries and sericulture components.

12. BRAC examine the financial implications of portfolio restructuring, and ask itself 10 what
exient “customer” demand should be taken into account.

13. With respect to DTWs, BRAC should improve the content and clarity of the reporting.
Suggestions for improving the content of the upcoming 1994-95 Report are listed in the text.

I4. BRAC prepare a summary of all relevant business and financial data for BRAC owned
rural commercial enterprises (including fish and sericulture), using similar formats. As
suggested in the Finance and Credit Review (section on Donor Funding of Commercial
Emterprises) the following items/issues need o be clarified: developmemt objectives, business

plans, allocation of profits, and BRAC equity.

15. The Assessment Study concludes that for many VOs, leadership has developed as an
instrument through which fleld staff maimtain repayment discipline. Also it is stated that the
small 5-6 member groups hardly exist in older VOs.
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Flow Chart of BRAC's Social Forestry Programme
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42

50

31

31

35

627

628

629

6210

6.3.

6.3.1

63.1

641
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EXECUTIVE SUMMARY

The Executive Summary highlights the most salient points of our study, without regard 1o the sequence of the
Terms of Reference (TOR). The body of the report tracks the TOR point-by-point.

CURRENT STATUS

BRAC’s loan portfolio has continued to grow at a rapid pace, with 1994 disbursements over Tk 2.1
billion (equal to US 550 million). This is up 60% over 1993 totals: excluding the branches newly
opened in 1994, the existing branches increased disbursements by 53%.

-

Loan repayment has achieved extraordinary improvements, with December 1994 APO showing that
92% of the loans outstanding have missed no payments (this does not include Housing loans. which
register the lowest performance, with just 62% up-to-date). See Appendix A and B.

- BRAC has appointed a Program Manager of Credit and Savings, as well as an RDP MIS unit,
indicating a true commitment to seeing the credit program succeed. We recommend that BRAC
maintain a strong independent Monitoring and Audit Departmeat, to provide cross-checks to report
accuracy and to help in providing program transparency to outsiders.

- Membership loss continues at an unexpectedly high pace of 10% of average membership. We
recommend that BRAC monitor the reasons for this loss, to help both the Danors and themselves

better understand the development process. See Appendix C.
SUMMARY OBSERVATIONS AND CONCLUSIONS

The most significant features of the RDP IV budget request are:

Coatinued expansion of RDP/RCP through the addition of 95 branches, bringing the total number of
branches to 330 (30 more than the original plan of 300 branches);

Major funding requests to (1) increase the scale of its sectoral programs throughout RDF/RCP
branches, and (2) establish several commercial enterprises that sell to or buy from other sector
schemes (particularly in Sericulture, Poultry, and Fishenies);

- Addmﬂmﬁwmlm&ngrmmﬂ:cmmﬂdmhmmmmdngmﬁ:m
expansion of Human Rights and Legal Education;

- Continuance of NFPE schools in RDP IV, and then transferring funding to other sources after 2000,

BRAC hopes to move towards financial sustainability dunng RDP IV, and plans to develop a Sustainability
Workplan over the next several years. The original objectives of complete self-sufficiency by the year 2001
has been softened to 2 more prudent approach of gradual progress towards reducing dependence on external
funding sources to ensure that cost-cutting measures do not threaten the quality and development impact of

BRAC s development programs.

We recommend that the Donors fund the expansion and deepening of BRAC's credit, sector, and social
development activities that are glrsady part of RDF's programs. Based on the financial and business analysis
that was available to us in March of 1995, we have several reservations about parts of the budget that are
either large capital investments in unproven commercial activities or large amounts earmarked for purposes

-
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that are as yet not-well-defined.  BRAC has responded to some of those concems by scaling back certain
mnvestments and committing to the development of more thorough business plans for those areas seeking
large investments. BRAC has revised the RDP IV Budget to reflect most of the recommendations from the

Appraisal Team.

Self-Sufficiency: The financial information we have received to date does not demonstrate that
BRAC's Social Development Progmams, Special Programs, or internal Support Services can receive
sufficient cross-subsidy from RCP to be self-sustaining. RCP itself is just beginning to emerge from
two difficult years financially. In addition, the Sector Cost Recovery plan appear to be sulficient for
recovering direct staff costs, but not the costs of ongoing member training. new product development
or market development. While the goal of financial self-sufficiency is designed to strengthen BRAC,
we worry that BRAC's development mandate would not be served if development services suffered in
the rush to meet a seif-imposed deadline. We strongly support BRAC's more incremental approach
of developing a sustamability workplan based on the experience of the next few years 10 identify

Cost Recovery in Sector Programs: BRAC now has some historical experience with the costs of
providing sectoral technical assistance. There is, however, less history on which 10 judge the service
charges that contribute to the cost recovery forecast. Our experience in working through this
proposal with BRAC staff suggests that the fundamental program building blocks are just now being
thought through. Many of these projections are just being developed, and appear to be designed to
fit the cost-recovery objectives rather than based on ficld expenience. We recommend that the
Donors be prepared for a slower path towards service charge contnibution to RDP's self-sufficiency.

New Investments in Rural Commercial Enterpnises (or Productive Suppon Enterprises): Insufficient
Enterprises (the name for the capital investment projects meant to start immediately as for-profit
businesses). Although BRAC has provided slightly more detail whea asked, we believe BRAC

own implementation.

Management Depth: BRACs difficulty in assembling thus complex proposal indicates that they are
still assembling the management depth 10 undertake muluple new business ventures simultancously.
We recommend postponement of discussions about the number of new commercial enterprises it
undertakes, until specific business plans and management are in place. Any organization that has
grown as quickly as BRAC must focus on developing a strong second tier of managers. We
recommend that BRAC further increase its efforts to cultivate potential managers from withun
BRAC's minks and to recruit available outside talent. It may be that the most difficult obstacle 10
BRAC s continued innovation is the ability to find the talent 10 implement the ambitious plans.

Organizational and Management Issues: RDP [V proposes several Related Commercial Enterprises
{RCEs) that would be larger scale for-profit businesses in the mdustry sectors where BRAC has
eacouraged local membership activity. These investments raise the question of management
oversight and structure, structuring Donor panticipation and investments, and the use of any surplus
funds. We did not receive sufficient information to determine the RCE's commercial viability, and
therefore our comments speak only to the broad choices these investments present for the Donors.
Once the RCE busmess plans are prepared, we believe funding for these RCE operations should be
structured in two or three tranches with releases tied to realistic performance objectives.
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SUMMARY RECOMMENDATIONS

RDP IV Budget

We recommend that the Donors fund this budget for USS 87.5 million. although disbursement of
funds for investments in rural commercial enterprises might be staged and tied to the completion of
business plans and identification of management.

- We believe the current version of the RDP IV proposal does not provide sufficient business
information to evaluate the RCEs in Sericulture, Fisheries, and Poultry/Livestock. We recommend
that the Donors seek a clear development justification, business plan and proposal for the handling of
future earnings. A business plan is imporntant for Senculture.

- We recominend that the Donors consider several options for handling future camings streams from
the commercial enterprises once BRAC presents a well-reasoned business plan for each sector. We
recommend that the use of any surplus should be highly transparent to mmimize the temptation ©
use it as a slush fond.

- Unless BRAC is able to offer some contrary reasoning, requiring BRAC to contribute some of its
OWn equily appears to an appropriate policy for RCEs as much as traditional commercial enterprises.
We recommend that the Donors ask BRAC to share in the equity investment in these RCEs. We
recommend a minimum BRAC investment of 5% to 10% of the total project.

- While these capital projects in the production, market development, and distribution of silk may be
strategic investments, we believe BRAC should support the sericulture investment requests with a
more thoroughly developed business plan and budget, as well as clear projected development
outputs. This would help the Donors understand and evaluate such projects.

- We recommend that BRAC develop a more detailed business plan for REP to justify the scale of the
Donor investment requested and 10 give them the management tools to evaluate REF's performance
against those business objectives.

- We recommend that BRAC prepare more detailed proposal identifying its major market development
priorities for the sector programs and their relative costs. Mmﬁu:unmaufﬁmcmﬁuﬂm
the Market Development Program line item to justify the Donor’s investment.

Loan Portfolio:

- We recommend that BRAC managers pay special attention to the DTW, Livestock and Fisheries
sectors. Historically, these were problem arcas and therefore merit special ongoing monitoring.

- Add the housing sector to the APO report for visibility. BRAC should appoint a special task force to
adjustments to the policy for disbursing new housing loans.

- During the RDP IV project, the total sector portfolio is to grow up to 50% of all loans outstandings
(The preliminary projections of the Accounts Staff and the Program Staff do not reconcile — See
Appendix E). Therefore, the APO sectorwise report should breakdown the portfolio by each of the
sector arcas. Separate reporting for sectors that are small and not relevant to program staff, such as
Services, should be discontinued.

A:BRACAppraisal Final 323{/BC) 3



- We endorse BRAC management’s plan to produce a 2-page APO repont that includes housing loans
together with General Loans, and a second APO schedule for the new sector loan portfolios:
Enterprise Loans, Poultry/Livestock, Fisheries, Soctal Forestry, Senculture, Vegetable and REP.

- We urge caution and careful monitoring of the volume of the new six-month, scasonal loans in the
loan portfolio so BRAC can identify its impact on growth of the loan portfolio. Note: Grameen
introduced Seasonal Loass in 1993 and loan volume increased dramatically.

- We endorse BRAC's written policy of ending the availability of grace period loans and strongly
discourage any deviation from this policy unless a pilot program is monitored separately. Encourage
pilot project with careful evaluation before starting a similar experiment system-wide.

Long Temn Financial Viabili

- Balancing the cost of ongoing financial support to achieve the sustainability of RCP, and the lowest
cost method of achieving this, we recommend the Donors accept BRAC's proposal that RCP case
branches from RDP. This inflates the RDP [V budget by Tk 227 MM. With this additional financial
support, the low assumptions indicated that RCP financial patierns can sustain themselves.

- RCP's current financial situation emphasizes the importance of generating a sufficient local deposit
base. To improve record keeping, we recommend that the Accounts Department begin 1o track the
two different savings types (compulsory 5% of disbursements and voluntary) separately.

- We recommend that BRAC adopt a written policy for how to determine interest rates, We sugges
several elemeants to be included in such a wnitten policy (see page 40).

- We recommend that BRAC monitor the reasons for members’ expulsion or retirement. The
membership tumover suggests that more information about the development process is needed. This
would assure BRAC that its membership policies are not inadvertently forcing out members for the
wrong reasons. 'We have no information as to whether this is the case, however, this pace of

membership tumover is important to watch.
Cost Recovery in the Sector Programs
- Set a more realistic target than full cost recovery by 2001 to provide some cushion in case targets

cannot be met. Although BRAC and the other sector consultants will decide on the best forecasts for
each sector, we advise BRAC 1o set coaservative targets in case the plans need to adjust.

- Develop a cost recovery model that will be able to produce a final product similar to the table above
so BRAC can adjust key vaniables and still forecast the full amount of cost recovery going forward,
This might be developed with assistance of some consustants at the next review, however, we believe
BRAC should focus on how these vanables change and have better lools for forecasting and tracking

COSE NeCOvery progress,

- Develop a collection sheet for service charges at the branch level. This will easure that there is
information from both the accounts depanment and the Program side on what service charges are
collected and from whom. Most monitoring is done verbally, at this point.

- For the Sector Revolving Loan Funds, there should be clear responsibility for collection of these
loans in the Field. The Sector PAs and POs should have clear responsibility for collection of these
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amounts. An early waming system should also be in place 10 ensure that these loane are monitored
and do not fall through the cracks. Two suggestions might be:

(1) Include all Sector RLFs, Enterprise loans. and REP loans on the second page of the APO
report to allow senior management 10 review repavment performance (see loan section)
(2) Maintan a cap on how much can be ocutstanding at any time in 2an RLF.

- Appoint a senios manager responsible for all sector programs: Just as credit now has an accountable
senior manager who oversees all credit and savings, the sector programs also need the focused
atiention of a single manager. Although the sector specialist are very technically competent, the
growth in the sector programs warrant stronger business management and coordination.

M : .

- Maintain separate Program Managers for Credit and Sector Programs, 1o protect the
integrity of credit decision making from line-reporting rejationships in the Sector Programs.
Management of the RDP functions (Credit and Sector Programs) should be independent
from other BRAC-managed enterprises that supply or purchase goods from VO members.

- Manage the commercial entities separately from programs that are whoily grant-funded, in
order to protect managers from financial conflicts of interest that would impair their
business judgments in repaying bank debe.

BRAC's sophisticated and delicate balance between commercial and grant-funded activities
should be honored, as much as possible, through formal policies conceming cross-subsidy
and movement of funds among different BRAC entities.

- BRAC is one of the few development organizations in the wocld that will groom managers
who must balance the need for financial viability while achieving development results with
its tarpet group. Human and community development cannot be adequalely captured in
financial results. Managers (from the branch level up) deserve annual performance review

- The seeming “objectivity™ of financial statements, and the temptation 10 use them as an casy
performance gauge causes some to fear that BRAC will lose sight of its development .
mission. Because of BRAC's strong organizational ethic of working in the program areas
and visiting the field offices, we are jess concerned. However, BRAC should address this
head-on by formulating some development criteria or other nuanced methods of
documenting impact. We believe half-yearly reporting is sufficient.

- BRAC should maintain a strong financial monitoring capability outside the program area.
Currently, aggregate financial records can be cross-checked by comparing the Collection
Sheets (from Program Area) and the Revenue and Expense ledger (from Accounts).
However, the Program arca would be best served by also having independent, frequent
monitoring audits of this information. This would ensure (i) the Program Collection Sheets
are not misrepresented by field staff who want to please superiors, (i) better transparency of
the program to outside consultants, and (ii1) shorter ime lag in cormrecting data errors than

- : Jliat _
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FINANCIAL CONSULTANTS REPORT - RDP IV APPRAISAL
MISSION

6.1. SOCIAL

6.1.1. Assess to what extent the credit and financial management plans are
appropriate for the needs and resources of the target groups, paying
particular attention to socioeconomic status and gender.

RDP IV's credit and financial management objectives for the vear 2000 are:

2 Sectoral programs will have provided sufficient start-up travung 1o members, and the programs
will be wadely accepted as valuabie by the members, so that service charges will fully cover
ongoing program costs (refer to the Cost Recovery Section for explanation of which costs wall be
covered];

3. The Essential Health Care Program will collect service charges to cover some portion of its total
costs,

4. Other social development programs, such as NFPE and IGVGD, will be expanded and will
continue to be offered without charge; at the conclusion of RDP IV, these programs will be
funded from outside the RDP Donor Consortium;

5 BRAC expenses such as RED and other Suppont Services will not gencrate revenue and

BRAC proposes that by the year 2000, the aredit program and the sectoral programs wall be

financially self-sustaining, meaung that the beneficianes will pay program costs in the same period

that they receive the services.  The credit and sector programs must cach recover their own costs:
interest on loans to pay for credit program operations, and each sector’s service charges 1o pay for
that sector’s program operations. BRAC"s motivation is 10 increase its cost efficiency and its
accountability, not 10 transition away from its target group.

For BRAC's development mussion, this plan presents three issues-

- Farst, is this an appropniate strategy for a development organization? Achieving 100% cost
recovery is a reasonable measure of (1) whether recipients recognize the value of BRAC's
service and (2) whether BRAC's expense corresponds 1o the wealth created. 1t is a disciplined
approach to operational efficiency. Business development organizations in many different
countries have recognized that the more thewr own organizations operate on the same principles
as their customers, the more likely they are 1o succeed. From the beneficianes’ perspective,
expericnce across cultures suggests that beneficianes value and accept business advice more
readily when they pay for it BRAC's avowed goal in its interventions s to create wealth for VO
members. Services directly designed to promote beneficiaries’ economic wealth (distinguished
from those durectly targeting social development) seem especially appropnate for cost recovery

- Second, as a matter of development, can BRAC reach the target group with a fee-for-service
structure” In owr discussions, BRAC management was quite aware and sensitive 1o the need 1o
provide special outreach to the target group, both for credit and sector programs. It is logical
that some beneficianes may be so mcome poor and 30 needy of current cash, that any user fee

—

A BRACApprate=! Fimal 32 3(JBC) 6



hurts thewr current welfare. This would apply to loan repayments as well

BRAC operates some programs with special subsidized cfforts 1o reach the poorest villagess. but
alwavs with the goal of mainstreaming them into the fee-for-service model. For example. the
IGVGD Food-for-Work program, jountly funded by the GOB and BRAC, exphaith targets the
poorest 10% of women. BRAC estimates that more than 200 women at cach branch participate
in IGVGD. Women receive 20 kg of wheat for work, in order to prevent starvation.  For theee
vears, the IGVGD program subsidizes and channcls women towards the poultry sector. Afier
three vears, participants should be able 1o jon the regular RDP programs. Another example is
the recent change to the weekly savings plan, increasing target savings from Tk 2 per week to Th
5 per week. While HO has increased the weekly average target. HO expects that 10% 10 15% of
members will continue at Tk 2, in order to assure that members are not unintentionally priced

out.

- Thrd, 1s BRAC capable of designing and delivening services that create enough member wealth
so that they can pay user fees to cover the program costs? Ultimately, this s an empincal
question to be demonstrated in the field Owver the last 12 months, BRAC has implemented
service charges in all sectors, but to our knowledge, there are no existing branches that have
achicved 100% cost recovery. As financial consultants, we can say whether BRAC's future cost
recovery projections are internally consistent, meaning that if achieved, then cost recovery is
possible. Some parts of the cost recovery system are out of BRAC's control. such as the market
pnice for nce, poultry, etc. Whether the projections can be achieved is a question better
apprased by enterprise experts, and ultimately tested by practical expetience.

A commitment to 100% cost recovery (or financial sustainability) means measurmg the costs of a
program versus its revenue.  To evaluate whether BRAC's commutment to cost recovery will alier us
programs, onc must know what costs are included and what revenues are incloded.  Stmphisucally, it
ts akin 1o the dynamic of a simple balance scale, placing the revenues on one side and the expenses
an the other. As charted below. BRAC docs not intend 10 recover the costs of NFPE, Human Rights
Training, or any of its Suppon Services,
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Program Revenues Expenses Related Costs
Not Included
Credst Program Interest Income Personnel Human Rights Trammng
(after graduation Rent Income - Regronal
into RCP) - Branch
All Operating Costs
All Real Estate Costs
HO/RO Allocation
Sectoral Program Service Charges Personnel- Member Traming
- POs and PAs Stationanics
Staff Training Occupancy
Durect Operating Costs Accountant
X HO/RO Allocation

BRAC's philosophy 15 1o implement its development nussion whle aiso holding some of its programs 1o the
test of financial viability. BRAC must accomplish both development and financial viability to achieve
orgamizational success. The benefit of thus approach is that some of BRAC's programs should become
financially independent.  Running more cost efficiently is essential for BRAC 10 operate eventually as 3 Bank
If BRAC were ever to place a disproportionate emphasis on financial success, it might lead BRAC to
overlook opportunities for grant-funded enhancements to its development programs. However, when BRAC
achicves these financial goals in the vear 2000, management fully expects to develop new programs and
continue cxisting oncs {¢.g.. NFPE) that will require ongomng Donor suppont.

Al the end, BRAC hopes 1o have created an organized infrastructure of VO's and tramed BRAC staff m place

to deliver other development services. The disapline of cost accountshality for the Credit and Sector

Programs should improve operating cfficiency. BRAC management finds that well-organized credit and

savings programs improve the other development programs.

6.1.2. From the perspective of the beneficiaries, different sources of financial support, both formal
and informal, will be compared with BRAC's support.

To our knowledge, there are few, if any, attractive alternative sources of financial support. By reputation,

moncy Jenders” usunious loans are the only widely available altemnative  BRAC management reports that

some agnicultural banks have begun 1o consider smaller loans i more rural locations. but there are no

substantial programs.  The major NGOs and GOB programs (Grameen. Prosiuka and RD-12) arc cssentially

simular m program requirements and generally do not compete in the same villages

We have no reason to believe that bencficiaries would find altermnative financial sources 10 be more appealing

than BRAC s programs.
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6.1.3. Assess the appropriatencss of financial support. credit and technical assistance BRAC
provides from the point of view of the beneficiaries. In particular, attention will be paid to the

potential of the interventions to reduce external dependency among beneficianes.

The possibility of reduced beneficiany dependency depends both on hugher wage-carmung activities and social
change that enhances women's social situation.  Several aspects of BRAC s programs suggest this
possibility, although there is no additional hard data on this point aside form the vanous BRAC impact
studics  Promusing aspects of BRAC s aedit and technical assistance programs melude (1) Sector
concentration which improves the possibility of unplanned economic improvements, () related commercial
enterprises (RCEs) that are of a larger commercial scale, and (i) expenimental Enterpnise Loans that are
larger than previously available BRAC loans.

BRAC's credit 15 increasingly channcled to sectoral programs.  Today, approcamately 173 of all loan pnincipal
1s in sector programs. and BRAC management hopes to reach 1/2 by the vear 2000. The sectoral lending and
techmcal assistance focuses on links m the supply cham, m order to assembic a vertically integrated industrial
chain For example, in the poultry scctor lending and tramung begins wath the chack rearers, then 1o key
rearers, combancd with the assistance of paravets and cgg collectors. In the senculture sector, the mulberry
trec monitor scils to the chowki rearer, who sells cither to village reclers or 1o the recling conter, and so on.
BRAC borrowers are not restncied from buving and selling with non-members. This sector concentration
and the hugh number of mucroenterpnses provides a more fertile base from winch higher order economic
activiics may cmerge: for example, distnbution improvements i poultry, more diverse sericulture weaving
and design activities, and the attraction of other non-BRAC resources to the sector

The success of BRAC's sectoral programs also creates openings for new Related Commercial Enterprises
{RCEs) These RCE's — such as Poultry Feed Mill, Piscaculture Feed Meal Processing Center, Prawn
Hatchery, Senculture Weaving Centers, Vegetable and Social Forestry Seed Production Center - supply
mputs to or purchase outputs from members' sectoral actviies. RCE's also buy and sell from the private
market. The proposal to start thess RCE™s mndicates that the previous mucroenterpnse activitics have become
large enough to outstnp the existing supply of inputs or outputs. This 1s a measure of the mucroenterpnses”
SUCCCSS.

In RDP IV, BRAC proposes to expand its expenment with Enterprise Loans. These are loans up to Tk
25,000 for VO members who might graduate to larger economic enterprises. Providing credit, prudenth. isa
mmﬂhaﬂmmgﬂhun:ﬁdﬂuhm“nmﬂrm

move to slightly larger business activities.

BRAC tnes 1o ensure the "appropnateness” and success of its programs through RED pilot tests  The hugh
repayment track record i1s good, indicating that the members can succeed in these acuvities. BRAC field tests
new soctor programs in a three-step way.



L Rural Expenmental RED
Enu_uwm
Project

i Sector Pilot ficid tests
Loan Funds

3 General Rollout to all members
Loan Fund

Thus gradual introduction of credit, and allowing for the adjustment of loan terms is a good tnal-and-emor
method of ensuring good *fit” for the beneficianes. BRAC's use of credit aums at altering the social status of
the poor and of women. It is “appropriatc”™ by the measure of improved cconomuc well bang and more equal

BRAC management stated that credit can be understood as the organizing comerstone of social development
as well Controlling an asset and belicving that one can cam an moome creates self-esteem. When savings
and credit programs are successful, there is an immediate increase in economic wherewithal A member 15
therefore less dependent on the social mores to provide economic sustenance.  The ultimate effect of these
social changes would be determined by more intensive field studies.

6.1.4. Review the relative importance of savings and credit for beneficiaries, and the role of savings
and access to savings in poverty alleviation.

Savings and credit are one essential mput. or “raw matenal”, of cconomic enterpnse. Savings cushion the
cifects of unforescen calamities: iliness, death in the famuly, natural disaster. crop failure. Therefore,
incrcased savings cnable a poor person to weather the external hife forces that could otherwise destabilize
both the mdsvidual and the fanuly. Without savings, a person sunvives “hand-to-mouth”™ on whatesver current
income gencraling capacity he or she posscsses.

Savings permut a person 1o change income sources and 1o live off of accumulated savings whule waiting for
the new activity to generate income.  For example, waiting for mulberry trees to matwre and produce leaves
for sale Knowledge that onc controls savings reduces ansaety and fear of the future  Thus there is 2 pavcluc
heaith that comes from possessing savings.

Both savings and credit permit a person to mvest, that is, 0 deploy funds in another’s enterpnise. For
example, mnvesting i a fisheries pond  The sharcholder may not participate actively in the day-to-day scheme
management, but still shares in the end-of-season profits.  BRAC members could use thewr savings to
purchase shares, although typically VO members do not have enough savings and so must bormow to

purchase shares.

Borrowing cnables one to control o larger asset and therefore goneraic farger carmungs.  For examplc, by
purchasing a cow with a BRAC loan. 2 woman can cam more moncy than in simple manual labor. Borrowing
enables a person to participate m trading. 2n availabic cconomuc activity that can introduce women mio the
markct For example, purchasing goods wholesale in the urban markets and resclling them rotaul locally: or
by purchasms nce paddy and milling it m the home for local sale.

To the extent that poverty slleviation means the ability to generate income and control onc’s own cconamic
choices, savings and credit are irreplaceable ingredients.
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2. ECONOMIC

6.2.1. Undertake a budget review of the overall proposal. Review the main categories of
expenditure to date and the proposed categories and levels of expenditure under RDP 1V, and
assess the appropriateness of the budget.

In the Drafi RDP IV Proposal dated February, 1995, BRAC requested US$93 million to fund the operations
of RDP for the five year period beginning in 1996 and ending in 2000.  After reviewing the proposal with the
Appraisal Team, BRAC is now requesting USS87.6 million for this funding penod.

While ccrian RDP activitics are able to gencrate internal revenue and perhaps reach scll-sufficiency. others
require annual subsidy to perform their important role in social development and empowerment. The latter
activitics are essential to BRAC's development mission and goals. Although BRAC has set the goal of
overall sustainability of RDP by the year 2001, it recognizes that many of its social development programs
will need continuing subsidy. The question is how much of that subsidy should come from within BRAC and
The RDP IV Budget is organized into six parts, reflecting the different types of activities within RDP:

L Organizational Development and Credit Program (43% of total RDP IV funding).

I Sector Programs, or income-generating activities (21% of total RDP IV funding);

HL Social Development Programs (26% of Budget).

V. Special Programs, targeting the poorest or other specific groups (4% of Budget):

V. Support Services, including BRAC's internal functions (1% of Budget):

VL Capital Investments (5% of Budget).

The overhead costs of Regional Managers and Head Office stafll and support functions (including Accounts,
Monitoring, Personnel) are allocated to these areas as 10% of their individual budgets. Internally-generated
revenue is shown at the bottom of the budget section as a credit against the Total Project Cost. In addition,
BRAC shows the revenues paid by RCP 10 RDP (each branch is "sold” to RCP at the end of its fourth year)

as acredit.  Total project income equals 41% of the Total Project Cost and BRAC is requesting Donor
funding for the other 39%.

The major elements of the RDP [V funding request are:

mmmmu{mmmmmhmhaudmm
branches that were previously funded by other sources (the Small Livestock Development Program,
or SLDP, branches). Thesc SLDP branches are a net benefit to RDP because they enter as year 3
branches with loan portfolios that are gencrating positive income and because RDP sclls its branches
to RCP, bringing more cash into RDF. However, this increases the tolal funding needs of RCP by
raising the tota! number of branches to 330 from the 300 branches onginally planned. This requires
RCP 1o seck additional resources from RDP, which must be approved by the Donors (see discussion
under RDP Budget - Capital Investment and under Long Term Financial Viability).
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g of programs. 1 he pnmarny costs of the sector programs
mpamdnmﬂnpmmbaumgm R&D (new income gencrating activitics
and market development), and capital investments to allow BRAC to provide key inputs and outputs
for certain income-generating activities. We endorse BRAC's deepening of the sector programs
through increasing its ability to provide key tnputs and improved technical supports. however.
certain capital investments and large investments i R&ED must be carcfully evaluated.  After
discussions with the Appraisal Tcam, BRAC has agreed that certain capital investments should wait
until morc detailed business planning and analysis can take place to justify the nvestments. In
addition, while some resources for new product and market development are essential in cenain
sectors, BRAC has reduced some of the R&D budget to match forecasted needs.

L : grams: These include Non-Formal Primary
Ed:.mm(NFPE} Hmnhﬂrsmdl:p!ﬂ&ﬂm{mmm&dhplnmmmﬂu
, new Essential Health program, and the pilot program in cnvironmental health and sanitation. These
programs generate minimal revenue vet are an essential component to BRAC's development
objectives. The largest element is the highly successful NFPE, which will wind down during RDP
IV and then continue with a separate source of funding thereafter.

i 15li o DE . The Vulncrable Group Development Program
w;dsmemmlﬂﬂnfthcmﬂpmmammuhﬂuwgwhdpmm
penerating activities is supplemented by a daily ration of wheat from the government.  This program
in bemng expanded since BRAC belicves this program helps those members make the transition to
successful RDP membership. In addition, BRAC wall provide some assistance to small NGOs and
Communitv-Based Organizations. (The often-discussed Urban Development Program has been
deferred to some point i the future),

R0INg ; ' stment: We recommend that Donors fund these project costs
bmnm:lhq nmmﬂm:dﬂﬂﬂ‘skﬂ?ﬂﬂCPm However, we have
recommended that BRAC develop internal management mechanisms to ensure that Research and
Evaluation 15 held accountable for its operating costs and the quality of its products. Capital

mclude those for new branches and regional offices, plus about USS| mullion for the
new Head Office Building.

Recommendation: We recommend that the Donors fund this budget for USS 87 5 million. although
disbursement of funds for investments in nwal commercial enterprises mught be staged and tied to the
completion of business plans and identification of management

Although the RDP acuvitics all require continuing significant subsidy through the year 2000, BRAC has
planned steady progress towards substantial self-sufficicncy by the year 2001, As expansion stops, the
maturing branches should cover most of their credit delivery costs through interest income. Simularly, the
sector programs should reach near cost recovery as costs drop sharply due to fewer new members being
tramned and increased service charge collection. The Social Development Programs and Special Programs will
continue to need subsidy each year. In addition, additional investment in the sector programs will requure
additional funding. The question will be how much of that subsidy will come from within BRAC versus
outside sources.

A.  Budget Overview

The five-year budget for RDP [V raflects BRAC's five-year strategy and projects funding needs for five
major activitics. Based on its experience of the last several vears. BRAC belicves that a disciplined credit

12
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program 15 the foundation upon which further empowerment of VO members will grow. Village
Organization (VO) development is therefore included as a cost of the credut program. Thus section
summarizes the major expenditures in each of the five budget categones. A detailed line-by-line analvsis
follows

As shown in the Summary Budpet Table on the following page. the main RDP [V Budgrl calcgories are

L Expansion of Credit - 3% of 1otal RDP IV expenditures: RDP will expand by opeming 93
additional branches and increasing the level of loans outstanding at cach branch:  RDP wall open 30
new branches in 1996, 35 in 1997, and will absorb [30] "5rd vear™ branches from the non-RDP
funded SLDP program. Afier 1997, no new branches will be opened and the number of branches i
RDP wall reduce as vear Five branches transfer into RCP. At the end of RDP IV, RDP wall have 0
branches and RCP wall have 330 Institution-building activities have been streamlined and are
viewed as necessary re-requisites for the credit program and are therefore parnt of the credit program's
cosis.

I Sectoral programs — 21%: Although much of the methodology for the sector programs is the same
as in RDP [1l, sector programs are being refined and expanded to a larger number of branches. For
example, BRAC is adding a new income-generating activity i poultry and livestock programs, called
calf-rearers and pullet-rearers, to improve the mortality rates and econonuc benefits to BRAC
members. In addition, BRAC is training members to become key suppliers for the production chain
currently in place (c.g. ¢gg producers and artificial insemination cenlers). Fisheries, vegetable
cultivation, and social forestry are all being expanded to a larger scale  Senculture will see both
ncreased numbers of participants and major BRAC mvestments in 2 grammage center (silk worm cge
production) and a reeling factory.

18 Social Development Programs — 26 % More than 17% of the budget will fund NFPE 1o operate
14,000 schools during RDP IV and prepare for its transfer out of RDP afier the vear 2000 In
addition, these programs include Human Rights and Legal Education (expanded paralegal traiming
for all members), the now Esseatial Health program to be delivered through a mini-clinic at cach
RDP branch, and a pilot program in environmental health and samitation.

v Special Programs — 4%6: As part of BRAC's rencwed focus on serving the poorest 10% of the
Bangladeshi population, the Vulnerable Group Development Program (or IGVGD) wall expand from
36 to 56 thanas In this program, the Government finances the credit program costs and BRAC
provides sectoral technical ass'stance 1 poultrv-reaning, stafl. and office space. These women
reccive 30 Kg of wheat through the Government of Bangladesh's Food-for-Work Program and
engage in small scale income generating activities, such as poultry reanng, (o move towards self-
sufficiency. BRAC has found the program to be very effective in reaching this most disadvantaged
group and in prepanng them to be RDP members. In addition, BRAC will begn a pilot program in
Urban Development and is now budgeting for ongoing assistance to small NGOs and Community-
Based Organizations in Bangladesh.

V. Support Services — 1% This includes Research, Evaluation and Development (RED) RED's
operating budget is usually about 1.5% of the total RDP annual operating budget, but RDP
management is beginning to take steps to reduce that cost and ensure that the products from RED are

closely tied to RDP prioritics.

VL Capital Invesiments — 5%: Capital investments includes those for credit operations and the new
BRAC Headguarters Building.  Capital investment mcludes the costs of buslding new branches and
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regional offices, motoreveles for new staff, and sbout USS 1 mullson for furmiture and fixtures for the new HO
building in Dhaka

For the first ume, BRAC is requesting a five-year funding cyvcle. rather than a three-vear funding penod  The
annual funding requircment falls from USS$30.3 nullion in 1996 to US$6.6 mullion i 2000, For
comparison, the total funding requirement in 1994 was USS36 mullion

RDP will operate the following number of branches dunng RDP IV

RDP IV Proposal 1996 | 1997 | 1998 1999 | 2000 | 2061

# of new branches (Year | branches) 30 30 0 0 0 0

£ of SLDP* branches {Year 3 branches) | 17 13

Less: Year 4 branches sold 1o RCP 20 25 47 33 30 33
Total # of branches - RDP 142 165 118 65 35 1]
Total # of branches - RCP 150 170 195 242 295 330

* Small Livestock Development Program branches will enter as Year 3 branches.

Al the end of their fourth vear, RDP branches arc "sold” to the Rural Credit Program (RCP) and become part
of the permanent credit institution. RCP was prefunded by the Donors to acquire 300 branches from RDP
and to become a seif-sustaming credit program.  The addition of the 30 SLDP branches that had been started
with non-RDP funding will require RCP to acquire 330 branches, rather than 300. While this will increase
RCP's loan portfolio and should improve its financial performance. it also requircs additional funding for
RCP to buy those branches in the near term. BRAC has proposed that those additional resources be "given”
to RCP by a change in how RCP pays RDP for branches, therefore increasing the cost of RDP by Tk. 227
mulhon. This additional cost appears in the RDP funding request to the Donors '

Dunng RDP IV, the number of RDP branches goes up slightly and then drops sharply as branches mature 1o
therr fifth vear and are sold 1o RCP increases each vear. RCP pays cash for most of those assets, and the sale
generates the strong positive cash flow for RDP shown under the line item RCP Financing in the Summary

Budget

In each of the five budget categonics, the programs have different level of attainable cost-recovery and self-
sufficiency. The credit program generates interest income sufficient to cover all operating costs of credit
delivery (excluding the cost of capital or the loan fund requirement). Sector programs arc forecasted o reach
a significant level of cost recovery, with service charge income covering most of the costs of ongoing delivery
(stafT salary, transportation, and traiming costs). As mentioned above, the social development programs have
no or limited income sources and will alwavs require subsidv. These. as well as the Special Programs,
pesform an important "pump-priming” function that enables BRAC members to participate in sustainable
sector and credit programs,  The table below shows intemal revenues relative to project costs.

'Discussions of BRACS credit oparations must mclude both ROP and RCP, mince they are meredy the first stage and
second stage of the credit program.  The entire credit program will be m RCP after the year 2000 once all branches are
transferred. RDP and RCP ate two accounting entities wittun BRAC
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RDP IV BUDGET: Internaliv-Generated Revenues as a Percentage of Total Project Costs

{Taka millions)
Program Sources of % aof %af % of %of »af
Revenue Costs | Costs Costs Casts Costs
1996 1997 1998 1999 2000
1. Credit: Interest ncome 65% 81% 105% 116% 128%
{Operating costs only,
excludes RCP proceeds)
2 Sector Programs: Service Charges 10% 14% 19% 28% 29%
(excluding RCE
Iovestments)
3. Social Programs:
NFPE Nonc
HR&LE None
Health. Minimal fees** 2% 2% 2% 2% %
4. Special Programs IGVGD: Poultry - - - - -
Service Charges
5. Suppont Services None 0% % % % 0%
Operating Revenues as §4% 12% 15% 16% 18%
% of Operating Costs
Proceeds from sale of 173.0 | 2265 4413 5235 3198
branches to RCP
Investments in Rural 655 705 78.0 805 60.5
Commercial
Enterprises*
Total Revenues as % of 0% 26% 48", 0% 62%
Total Project Cost

* Excluded from the Sector costs becausce they are one-lume investments and there are no camungs/loss<s
from those mvestments in the budget.

** Shown as a percentage of Heaith Costs, only.

We draw three major observations from the above Table

(1) Credir deltvery s largely self-sustaintng  When the loan fund requirement 15 subtracted {(a 100%
cost of caputal that is due 1o RDP's grant funding status. RCP will fund loans from capital and
deposits), mierest income covers operating costs as branches mature and thear loan portfolios grow
m size Once m RCP, the interest income should cover operating costs plus the cost of capstal,
according to the long term financial projections (see discussion uader Loag Tern Financial Viability)

(2) Sector programs can make significant progress towards cost recovery, but will continue to need
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additional mvestment (o develop new progucts ar make uwsiments.  The SSClOr programs scne
both RDP and RCP branches  The highest costs for the sector programs are (1) traiming of new
members, a hugh expense as the programs expand to all of the RDP and RCP branches. and (2)
mvestments in commercial enterpnises in sericulture, poultry, fishenes, and vegetable cultivation and
general R&ED.  The first nvpe of expenses will drop sharph when the programs are m place at all 330
branches and BRAC onlv has (o train new members cach vear.  The second type will continue to be
mmportant and will need outside funding  Service charge income will cover a high percentage of the
ongomng operating costs of the sector programs once they are i place. However, these two cxpenscs
will need additional funding BRAC management belicves that profits from the Rural Commercial
Enterpnises should be able to fund those investments in the future.  Cost Recovery is discussed in
greater detail under Section 6.2.7.

(3) IGVGD and the Social Development programs will continue to need ongoing subsidv. BRAC may
choose 10 cross-subsidize thosc arcas or seck outside funding for operations beginming in 2001, For
example, BRAC plans to scck government or other ongoing funding for NFPE at that ume.

Thus RDP IV Budget includes only cash expenditures that BRAC is secking from the Donors. It therefore
excludes non-cash expenses (c.g. depreciation) and docs not contain items for which BRAC is not seckng
funding (e g. the Imigation sector program).  All RDP branches are assumed to graduate into RCP after 4
years and become part of an ongoing BRAC-owned credit mstitution.  Other general assumptions arc:

- Annual inflation rate: Project costs are calculated in 1995 Taka for cach vear of RDP IV. The
totals arc increased 5% per vear 1o reflect annual inflation and the higher amount of Donor funding
required for that year's operations. Thus is based on the actual 1994 inflation rate in Bangladesh of
4.9%;

- Head Office overhead: A charge equal 1o 10% of project costs is added to cach program's budget to
reflect Head Office Logistics and Overhead  Actual expense has been 8-9% Beginnng in RDP IV,
this overhead allocation will include: Monitoring (previously budgeted as part of Support Services)
and the cost of Head Office and Zonal level stafT for both credit and sector programs.  There is one
program manager or sector specialist at HO and usually 3 Zonal level managers who oversee the
regions. ThAmm(meLPmLmduhuapﬂumgwﬁmmmmdb)
the 10% overhead allocation.

- Siaff travel and transportation expense: Primarily the cost of fuel for PO motoraveles. this s
budgeted at 30% of salary and benefits for Area Managers. Pos, and Accountants. Program
Assistants nide bicycles. Previoush budgeted at 35% of salary. this figure has been consistently
lower than budget. Given the sensitivity of this number to fuel prices, 30% is conservative yet
reasonable. d

- Staff training and development: Budgeted at 10% of salary and benefits, up from 7.5% in RDP [IL
Staff training costs have been high due to a high drop-out dunng early traming of new POs and PAs.
Actual 1994 expense was about 9% of stafl salary and benefits. For RDP IV, tratning will include
credit and basic financial accounting for Credit POs. sectoral program training for Sector PAs and
POs, and some comunon training (c. g gender training) for both

BRAC bulds a contingency cushion into its budget through both the mflation assumption and mdividual cost
assumptions, rather than as a scparate inc item.  For example, stafl training costs have becn over budget due
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to the rapid growth of programs, but the cost per person is probably between 7 3% and 10% of salany. The
financial consultants have tned to identify where such assumptions are reasonable and have discussed them
with BRAC to ensure they match actual expenence.

B.  Line-By-Line Budget Review

This section is organized around the five major sections of the budget. The numbers and sub-numbers
correspond (o the detailed budget produced by BRAC. The revenue lins item is also discussed withan the
relevant section.

1 Credit

The budget for credit operations has five major components, each of which are discussed below. The credit
progrym currently bears 100% of operating costs for branch and regional offices. Loan volume, and therefore
winterest income, is driven by loans outstanding.

Regarding the overall credit operations, the revenue from the sale of branches to RCP provide more cash than

RDP needs to lend through its shnnking # of branches.  Therefore, the credit-related operations contnbute a
positive cash mnflow begmmung in 1999 because of the RCP branch purchases.

Projected Loan Fund Requirement - RDP IV

Taka millions
Millions of Taka 19944 | 1996 | 1997 | 1998 | 1999 | 2000
General Loan 168 472 7 301 176 102
Housing Loan - Members 59 47 34 19 14
Housing Loan - Staff 21 88 445 | 458 | 387
Enterprise Loan 10 20 20 25 25
Total Loan Requirement 168 504 24 400 266 200
Less: Sale of Yr. 4 branch 160 210 41 49] 292
loan portfolios 1o RCP
Net Loan Fund 168 344 il4 (15} (225) (92)
Requirement

As shown in the earfier table RDP credit operations reach breakeven without the RCP financang even sooner
when the capital required for the loan fund 1s excluded

BRAC has adapted the Village Organization organizing activitics and mstitution-building activities into 2
six-week training program activitics inlo a more streamlined, and lower cost, six-week onentation and a
serics of issues-based meetings. in 1994, Institution Building included Functional Education, Paralegal, and
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Leadership rammng (all under the name Social Awareness Education. or SAE) at acost of Tk 41.3 nulhion
From 1995 onwards, BRAC catcgorizes the upfront VO organizing and annual VO workshops as pan of the
cost of delivening credit.  Annual costs are projected to be Tk 6.0 milhion. Tk 5.2 nullion. Tk. 6.1 mulhon.
Tk 7.1 million, and Tk. 7.4 mullion duning RDP IV. These costs total Tk 32 million duning RDP IV and
reflect the cost of organizational development with Village Organizations i RDFP and RCP.

In the onginal RDP IV budget. BRAC assumed a flat Tk 25.000 for the five-year penod. Duning the
financial consultants mission, BRAC refined this into a more specific plan and assumption, rasing the total

cost during RDP IV to Tk. 30.4 mullion.
1.2 Branch Operating Costs

The budget includes cash operating expenses for each branch multiphied by the number of branches cach vear
(cach branch is in RDP for a full vear, since new branch openings and sales to RCP occur January 1)
Branch expenses here include overhead and credit stafT only.  All sector program stafl are reported under the
Seclor program budgets Depreciation (non-cash) and interest on BRAC funds (an intenal accounting

adjustment) are not shown in this budget

Branch Operating Costs - Per Branch in RDP

Category 1994 Actual 1995 Forecast* | 1996 -2000 Budget

Salanies & Bencfits: Tk 609,788 Tk 595,000 Tk 607,000

> Manager

- 2 Program Organizers{Credit)

- 1 Accountant

- 10 Program Assistants{Credit)

- I Service/Cook

Travelling & Transporation Tk 61,895 T 82.800 Tk 86,400

(30% of AM, PO, Acct salarics) (20% of salanies (30% of (30% of salanics)
salanes)

Travelling & Transportation Tk 30,000 -

(10% of Program Assistant salanics) (10% of salary)

Recurnng Expenses: Tk 88,400 Tk 72,000 Tk 72,000

- Rent, if needed, utiliues

- Office stationary

- Maintenance

- Gen'l expenses

Head Office Overhead (10%6) Tk 14355 Tk 86.760 Tk. 76.560

Total Cash Expenses Per Branch Tk. 834,864 Tk. 786,000 Tk. 875,160

* Source: Accounts Department

for annual inflation increases, BRAC 1s

Although salary levels have remained the same as in RDP 11l except

reducing the number of POs at RDP branches from 3 to 2 (effective late 1994). Each Credit PA will now
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visit 3 VOs perday. The average size of a VO has dropped. however., so the number of members per PA will
stay the same (about 110). In addition, Travelling & Transportation is now budgeted at 30% of salar. not
33%, reflecting revised travel patterns implemented in 1994 1o reduce costs. These revised branch operating
costs arc reflected in the 1995 forecast. The total cost in 1996 is projecied Lo be slightly more than a 5%
mcrease over 1993 due to recognizing travel and transportation expense for Program Assistants (budgeted at
10% of salary, or Tk. 30,000 per branch). Subsequent vears' expense growing only at the rate of inflation.

Although BRAC has had difficulty mamtmning low branch operating costs in recent vears, the budgeted
levels appear reasonable if they can achieve the 19935 cost reduction and reassign staff quickly. However. if
RDP no longer opens new branches, the average salary level may increase as fewer voung POs and PAs are
being introduced.  Therefore, BRAC may face additional pressure on average staff costs. Overall, BRAC s
focused on controlling branch operating expenses, but tme will tell whether these costs remain low enough to
maintain RCP's financial viability.

13 Regional Office Operating Costs
Thas table compares actual regional office operating expense to budget amounts in RDP [V

Millions of Taka 19944 1995F 1996B 19978 | 1998B | 19998 | 2000B

RO Operating Cost | 6.16 149 18.4 135 75 42

Regional Office operating expense is projected to be Tk 949.000 per office per vear starting in 1996,
compared to Tk 616,000 in 1994. The annual cost will be higher than current levels due to the additson of 3
new credit PO staff at the regional office level. With only two PO staff per branch. additional stafl are
needed to fill in during staff vacations, training, and other absences. The total expenditure grows and then
declines due to the falling number of branches in RDP. The number of regions is projected to be 14, 17, 12,
7, and 4 between 1996 and 2000. Of these, slightly less than 30% pav rent for temporary space. In addition
to the Accountant and Auditor, BRAC plans one computer operator and one computer in each Regional
Office durmg RDP IV to help with data entry (for the sector programs, in particular). Other office costs are
projected 1o remain constant

L4 Staff Training and Development

As mentioned under Universal Assumptions above, staff training and development is budgeted at 10% of
salary and benefits for Program Assistants, Program Organizers. Arca Managers, and Accountants and s
therefore driven by the number of thosc staff in a given branch or region This number will reappear for stafl
in cach Scctor program, the Social Programs, and the Special Programs. Including the 10% allocation for
Hecad Office and inflation adjustments these amounts range from Tk 104 mullion in 1996 to Tk 3.1 nulhion
in 2000, reaching a total of Tk 41 .4 million.

15  Loan Fund Requirement:

Shown in the Table at the beginning of this section, the loan fund requirement is the amount needed to {inance
the lending program in RDP. It is estimated by the forecasted growth in loan loans outstanding for all
branches dunng the year. Thus captures the increase in loans ocutstanding and the additional amount of
funding required above money available through loan repayments. The Loan Fund includes three types of
loans:
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General Loans™: Nearly 93% one vear loans, these include all loans for secioral acuvities and

traditional income-generation (¢ g paddy huskang. rural troding. rural transport).  Loans outstanding
per branch are forecasied based on the assumed growth of the model branch which, for Years | - 4.
has been relatively consistent wath actual loans outstanding  The effective interest rate i1s about 23%

- Housning Lcans”. Housing loans to members are forecast separately because they are | - 3 vear loans
and carry only a 10%s intercst raic (since they arc not mcome gencratng mvestments)  Although
growth has been much lower than progected in RDP 11l management would like housing loans to be
10% of disbursements * Most housing Joans will be disbursed in RDP branches, since people usually

upgrade thew roof or home only once.

. Enterprise Loans: A new component, Enterprise Loans are meant to provide a pool of loans for
those members who have demonstrated signuficant success in thewr income-generating activities and
who are ready to establish a micro-business that may employ other workers. These loans wall be
slightly larger and perhaps of longer term than General Loans and will require approval of the
Program Manager. The objective of thus loan product 1s to help sclected members move 10 higher
level economic activitics, or running micro-busmesses.  The interest rate 1s expectad to be the same
as for General Loans.

The projected amounts by loan type are shown above in the table on Projected Loan Requirement at the
beginning of the credit section (page 11). The total loan fund requirement is Tk. 1.89 billion, or 32% of the
total project costs. The Net Loan Fund Requirement i1s much smaller (as shown on page 11) due to the sale
proceeds from RCP and interest income on loans  We believe the loan volume assumptions arc reasonable.
The Mode! Branch assumptions for loans outstanding have been mct by vear 1-4 branches in 1994 and the
forecast of loan volume is consistent with that lestory. Note  Loan volume has been far below forecast for
RCP branches (vears 5-10) and 1s discussed i detail under Long-Term Financial Viabiliy.

2 Sectoral Programs

BRAC encourages members 10 invest their loans in five sector programs that BRAC believes provide higher
mcome-gencrating potential than traditional activities of paddy-husking. rural transport, and rural trading
Although about 70% of the lozn portfolio 1s currently for traditional income generating activities, BRAC
hopes to grow these sector activitics 1o 30% of the loan portfolio by the vear 2000, (Duning our visit, the
Program Siaff and the Accounts Stafl had not reconciled the financial objective — to growht the secigr
activitics to 50% of the portoflio — with the program acuivity goals. Sec Appendix E) The total sector
program budget has the following components, cach discussed m detail below.

*The types of General Loans and loan pobicy changes adopted by BRAC arc discussed m the Status of the Loan
Portioho section.
Houmng loans are described in detail under Status of the Loan Partfolio

“The repayment rate on housing loans has improved.  Sec discussion of housang Joans m the Status of the Loan
Partiolio section.
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Sector Total Taka -RDPIV %aof Total Project Cost

21 Poultry & Livestock Tk 238.1 muilion 4.0%
22 Fishenes Tk 17015 milhon 29%
23  Social Forestry Tk 89.4 million 1.5%
24 Senculture and Silk Devel Tk 379.2 mullion 64%
25 Rural Enterpnse Program Tk 160.6 million 27%
26 Horticulture and Vegetable Tk 131.6 muallion 2.2%
27  Market Development Tk 50.0 million 08%

Total Sector Programs Tk 1,220 ullion 20.6%

Please also refer to Appendix D. The sector programs are expected to achieve long term cost-recovery after
the year 2000. The concept is that afier its fourth year of engaging m 2 type of activity, a branch’s service
charges should cover the ongoing operating costs of providing ongoing techmical assistance, an allocation of
Head Office and Regional Office overhead, and a small budget for ongoing stafl traming and refresher
courses for members. Service charges are not projected to cover traimung of members, rent, occupancy
expense, or other shared costs with the credit program, or any future new program development  Therciore,
the cost of new market and product development and investments will need 1o raised from other sources. Thus
budget anticipates BRAC's funding needs for thase purposes through the yvear 2000. Afier the end of RDP
IV, however, BRAC management belicves the profits from the Rural Commercial Enterprises wall finance
additional investments in cach sector  (Ses Cost Recovery for a more detailed discussion )

Each sector program budget has five main components:

(1) Staff costs for providing technical support: There are sector PAs al the branch level and 2 sector
PO covering a certamn number of branches (usually 10, or all the branches i a given Region). Thas

) Training Costs for Group Members: Dniven by the number of new members trained per branch, the
number of branches where the activity shall occur, and the cost per training.  In addition, this includes
refresher courses given to group members who recesved the training a year ago and who are currently
engaged m the activity.

3) R&D and New Product Development: For RDP IV, BRAC has budgeted a cortamn amount m every
scctor program (and m REP for all non-sector activitses) for expenmental progect matenals and 2
revolving loan fund This pilot activity is funded from the sector Experimental Matenals budget and
the iest loans are funded from the sector Revolving Loan Fund (or REP, if non-sector activitics) until
it has been proven in the ficid. Once proven, it is available to all members through the general loan

porifolio.

(4) Investments in Rural Commercial Enterprises: Equity mvestments in certamn business activities
that provide essential mputs to the sector program (e.g | day old chicks) or key cutputs (cg 3
reeling factory for s1ik) These are a new and important part of BRAC's strategy to build market
demand and supply. BRAC is reguesting Donor funding for the apfront capital — operating losses
and/or profits will be the responsibility of BRAC. The total amount of funds for these nvestments is
Tk. 355 millson, of which Tk. 290 is for senculture. According to the Durector of Ficld Operaticns,
profits from these investments will stay within the sector programs to fund future market

development and growth.
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(5) Service charge income: Fees paid by members for the techmical assistance support they recene
from BRAC staff. Senvice charges were ntroduced by BRAC in 1995 as a way to allow BRAC 10
provide sector training to members on a sustmnable basis.

Overzll, growth in staff costs and member training costs are dniven by expansion of the scclor program and
by RDP opening new branches. Areas 3 and 4 are a significant portion of the RDP IV budgets . For R&D
and new product development. these large investments result from several developments:

- BRAC now budgets a certain pool of funds in cach sector for expennmental project matenials and a
sector revolving loan fund from which loans for pilot projects can be made. These sector RLFs
reflect the transfer of REP's previous RED responsibility into the idividual sector programs where
it can benefit from its location in the field and the presence of full time sectoral expertise. REP will
now focus on non or new-sector activitics, particularly small enterpnises (like carpentry shop.
mechanics shop, women-owned restaurants). In some sectors., this budget item is quite large in
expectation of future growth.

- A major part of the RDP IV strategy is that several sectors wall invest in Rural Commercial
Enterprises Lo remove constrainis on key inputs for member income-generating activitics. Examples
of such constraints include the limited supply of | day-old chicks from the government-owned
scare supply of fish meal to support the expanding fish culture activities. Sec the table showing
Sector Capital Investments in RDP [V (at the end of this section).

- BRAC is now budgeting for market development activitics. particularly within seniculture and silk
development. The Market Development line item for all scctor programs is TR 50 mullion. however,
BRAC believes the majority of these funds would be uscd for senculture

While the financial analysts have reviewed and revised these numbers with BRAC staff, we depend upon the
Sector Program Consultants to review the underhving assumptions about growth and program design.  BRAC
has revised its original RDP IV Budget to delay some of the large capital investments in sericulture ( the silk
spun mill, modern weaving factory, and Dying and Pninting Factory) and to change the financing assumptions
for the Gramnage Center and Reeling Factory (both oniginally planned to be 70% bank financed, now 100%
BRAC financed). In addition, BRAC has reduced the REP RLF by Tk 30 million at the Financial

Consultants’ request.
2.1.  Poultry & Livestock

The growth m?mﬂn}&hhmmlﬁthtm{l}hghﬁmbﬁnfmmmEmﬂd
branch, and (2) growth through newly opened branches. A well-proven development tool for BRAC,
the program is now benefitting from several improvements based on RDP I1I expenence:

- To improve survival rates of 8 week-old chicks and of voung calves. BRAC has introduced
raise them until they are adults before selling them to Key Rearers or Model Cow/Goat
Rearers. (see Sector Chart in Appendix).

- BRAC is focusing on Model Rearers who can raise up to 15 birds or three cows or goats.
The Model Rearers achieve better profitability and can pay the service charges 1o BRAC.

- BRAC has organized the production of 150,000 chicks per month through member-owned
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muni-hatcheries and a few BRAC-owned small hatchenes. The member-owned muns-
hatchenes, made of nce husks, have been very successful and many members want 1o
participate in the actvity. This also addresses BRAC's shortage of | day old chicks for the
entire Poultry program and reduces its dependence on the iregular supph' Government and
the few private hatchenes

- Antificial Insemunation centers have been created where BRAC has trained expenenced
paravets to do the Al procedure.  These appear 1o be profitabie (o the paravets. who charge
Tk 10 per inscmmnation. and will be expanded.

Total inflation-adjusted cost in RDP IV is Tk. 238 million.  StafT costs and training represent 52% of
the total five vear Budget Member training is 14% of total expenditures, and declines as the last
new branches are opened.  Capatal mnvestments are 22% of the budget. including 3 poultry farms for

« Tk 10 mullion cach and a feed mull for Tk |5 million. Both tvpes of capital investments appear 1o
be essential inputs for the BRAC members’ income generating activities. Therefore, these
mvestments will leverage BRAC's cxasting investment i the chamn of poultry and livestock refated
activilics.

Budgeted service charge income is based on the sector-wise analysis and forecasting conducted by
calculations and have inscried them into the budget  The service charge forccasts arc discussed in
detail under Cost Recovery on page 42

22 Fisheries

Total RDP IV Budpet is Tk 171.5 million. The Fishenes program s expanding 1o bring more
decamels of water under culuvation.  The basic program has staved the same. but the number of
branches covered and the number of fish pond farmers per branch have increased  StafT-related costs
arc more than 50% of the budget, while member tramning is about 7% In RDP [V, the Fishenes

plans to serve many more branches and to collect more service charges. The newer items
for RDP [V are:

- a line stem for new product development and expenmentation with new sector activities:

- The addition of a second Fishenies PA at cach branch due 10 the high number of members
per branch engaging in fish culture (based on the recommendation of the Fisheres
Consultants with the Appraisal Mission),

- Tk 20 million i capital investments for a five feed meal processing planis and five prawn

hatchenics (as can be scen m the Fishenes Consultants’ Report, these prawn hatchencs and
feed meal centers are expested 1o break even relatively quuckly and tum a profit);

The Fishenes Program s discussed in grester detail under the Fisheries Consultants’ Report
13 Socal Forestry

Total RDP IV Budget Tk 89 4 mullion. While smaller than many of the other sectors, Social
Forestry has begun a rapid expansion to approximately |75 branches (those with arable land suitable
to cultivation). Dunng RD? [, this category included vegetable cultivation, which has become a
separate sector activity in 1995, Social Forestry includes three member activities:
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Nursery: Growing saplings and voung trees of vanous food-producing vanctics (iemon.
mango, banana, etc) and scliing these voung plants to local farmers and villagers 1o plant
necar therr homes  The growng scason 15 winter and spang and mest sales occur duning the
planting scason of Julv and August Members take 2 loan 10 buy the seed stock or grafied
varctics and to finance the growing peniod

- Grafung Nursens  More recenthy introduced, BRAC 15 trmmng members in grafting of
certamn hugh export quality or cash crop fruit trees (c.g mango and lemon) that are not wadely
cultivated throughout Bangladesh For example. the mango trees of a certain region
produce the best fruit. but they are not widespread in the country.

- Agroforestry:  For an individual farmer or village member, this allows them o cultvate a
plot of land with a planned mux of short-term (vegetables), medium-term, and long-term
crops 1o spread cash flow throughowut the year.  BRAC has developed a model plot lavout
and mix of crops that optimize the land svailabic and income camed.

Like other sector programs, the largest costs are 3 Program Orgamizer at cach Regional Office and a
Program Assistant at cach branch that will be engaged in the activity. The PAs focus on mulberry
plantation at present, and thear cost should probably be under the senculture program. BRAC's
sector specialist also anticipates implementing the Social Forestry program into oaly 175-200
branches based on the soil conditions and availability of land, rather than in all 330 branches. The
current budget reflects a PA at all 330 branches and thus overstates this amount slighthy.

In addition 10 staff costs, the Social Forestry Program will establish a Mother Tree Center as the
basis for therr grafting program at a cost of Tk 450,000 This is budgeted for 1996,

Seniculture and Silk Development

Total RDP IV Budget: Tk 3792 million. Senculture is by far the largest sectoral program,
representing 6.4% of the total RDP IV Budget.  The text of the Project Proposal desenibes the
program, but does not describe the number of members participating. their ability to repay loans with
the cash flow from their enterpnises, or their ability to pav service charges.  The number of members
15 found through the member tramning line item and the service charpe forecast 1s agamn discussed
under Cost Recovery,

Staff Expenss
Seniculture is item 2.4 in the Budget In addition, it may share a large pan of item 2.7, Market
Development. liems 4.1 through 410 are staff expenses  The staffing includes. A Sector Speciaiist
and three Zonal specialists at Head Office (their costs are part of the 10% Head Offfice overhead
allocation), Regional Program Organizer who cover multiple area offices and is usually based at the
Regional Offices (33). Program Assistants who monitor the participating member activitics at the
Branch Two new positions are: Rearing Managers (item 4 4), Program Organizer - Seed Zone (item
4.5), and Grainage Assistants (itlem 4.6), who have monthly salanes of Tk 6.000 and Tk. 3500,
respectively.

Staff Trauung and travelling and transportation expenses are at the standard rates of 10% and 30%
of salary and benefits, respectively. In addition, BRAC has budgeted Tk 630,000 over the five vears
for overseas training (1o be spent in 1998, 1999, and 2000),
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Replacement Mulberny Trees
Al the recommendation of the Senculture consultants. BRAC has clinunated the Tk 85 mullion line
stem for the planting of replacerment mulberry trees.

Mcmher Tesiai
This is tramning of group members in the vanous tvpes of cocoon production activitics. [t s dniven
by the number of new members being trained, not existing partcipants, times cost per tramnce. The

Progressive Silk Farmer

Chawki Rearers (early stages ol silk worm rearing)

General (or Silk Worm) Rearers (later stages. to cocoon production)
Reeling workers (few in number, but Tk 10,000 per trainec)
Sapling Nursery (Nursery and roadside plantation of mulberry trees)
Bush plantation (diito, but i acres rather than roadsade)

Of the above, the Rearcrs and mulberry tree sapling growers take loans from the RDP credat
program

(] i L] L} ] ]

R&D and Market Development

BRAC budgets Tk 2 nullion per year on R&D dunng RDP [V. There is no line item specifically for
market development in senculture, but the Market Development Program for all sectors (tem 4.7)

has a Tk 50 milbon budget A significant portion of that budget 1s carmarked for sericulture. In

additton, BRAC has budgetd Tk 2 mullion for a consultancy m 1996,

Caputal Investments

As shown in the table below, the senculture budget for RDP IV ongnally included seven types of
are pecessary inputs (o mmprove the quality of silk production (better quality Disease Free Layings, or
DFLs, and better rearing pracuces).  The numbers of cach were reduced. however, based on mput
from the Appraisal Team The Recling Centers were argued o be an essential production capacity to
produce market viable silk. The Silk Spun Mill, Modern Weaving Factory, and Dyving and Printing
Centers were all sigmficant capital investments for which BRAC has not yet developed a full
busincss plan BRAC has decided to chiminate those latter investments from the RDP IV budget
because the need for them was not vet well defined and the fimancial costs were not fully estimated.
MMM'M&MWmmmwaﬂmuhmﬂh

financed by BRAC.
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Sericuliure Capital Invessments/Rural Commercial Enterprises - RDP IV

Investment # of Units - RDP IV | Unir Cost Total Investment

1. Chawia Centers 400 Tk. 30,000 Tk. 20 mullion

2. Sericulture Resource Ceater | 3 Tk 5 mullion Tk. 15 mulhion

3. Grainage Center 10 Tk 10 million Tk 100 milbon

4 Modern Reeling Centers 10 Tk 10.0 mullion Tk 100 mullion

5. Silk Spun Mull 1 Tk 25 million Tk 25 mullion
DELAYED (70% bank financed)
6. Modern Weaving Factory 3 Tk 30 million Tk 90 million
DELAYED (70% bank financed)
7. Dying and Printing Factory | 1 Tk. 50 million Tk 50 million
DELAYED (70% bank financed)
Total Investment (excluding Tk 235 million

#5, #6, and #7)

Total Funding Request Tk 235 mulbon
(100% of items 1 -4) (LISS 5.9 million)

We have not scen any pro formas for these invesiments 1o show capital costs, working capital
required, cash flow statements. or project break-even. Impontantly, no losses or income streams are
shown in the Budget. BRAC is asking Donor funding for its upfront investment only

Service charge income 15 projected to be relatively small for sericulture. totalling only Tk 170

rulfion over five years. The cost recovery assumptions are discussed in detail

(pagc 42).

under Cost Recovery

Recommendation: While these capital projects in the production, market development. and

distribution of silk may be stralegic mvestments, we believe BRAC should support the senculture
investment requests with a more thoroughly developed business plan and budget. as well as clear
projected development outputs. This would help the Donors understand and evaluaie such projects.

25  Rural Enterprise (and Craft Development) Project

Total RDP IV Budget: Tk 160.6 million. REP's role 1s to develop non-sectoral, expenmental
income generating activities and 10 conduct pilot programs to fully evaluate an activity before RDP
and RCP distnbute loans on any scale  With the creation of the Sector Revolving Loan Funds. REP
will focus particularly on small-scale enterprises and micro businesses.  This sugeests that REP
should get smaller in size and have fewer stail’  In 1994, the budget was about Tk 6 nullion. but
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was overspent and totalled Tk 19 million. During RDP [V, REP forecasts a budgetof Tk 168
million in 1996, a dramatic increase from actual expense in 1994, For the 3 vear funding penod.
REP has Tk. 169 mullion. but has not detailed how these amounts will be spent other than in general
categorics. After discussions with the Appraisal Team. BRAC reduced this budget to better reflect
the anticipated activitics of REP

BRAC forecasts 20 REP Program Organizers and 40 Program Assistants. In addition. there 1s 3
bdgn!ﬂhmfwhnlmdmmfwm | mullion per year. The other budget

sub-categones are:
Local and International Consultants Tk 5 million
Expenmental Project Matenals Tk 30 million (increasing from Tk 5 mullion to
Tk 15 million in 2000).
Rural Craft Centers T 30 million
i Crafis Training (and supplics) Tk. 18 million

When pressed, BRAC could not provide detailed rationales for these estimates. as they are far higher
than historical costs It would appear that this item is front-loading the possible costs BRAC may
need to incur afier the vear 2000 to continue developing the sector programs. Because BRAC has
vowed to reach full cost recovery by the end RDP IV, it 1s building a large buffer mnto the REP
budget for anticipated future funding needs. BRAC anticipates receiving no service charges from
REP participating members because these are pilot programs not yet well developed

Recommendation: We recommend that BRAC develop a more detailed business plan for REP 1o
justify the scale of the Donor investment requested and to give them the management tools to
cvaluate REP’s performance against those business objectives.

26  Horticulture and Vegetable

Total RDP IV Budget: Tk 131.6 milhon. The vegetable sector has been very successful in nurtunng
small scale businesses and encouraging a large number of BRAC members lo participate in vegetable
cultivation. The rapid expansion of this activity has lcad BRAC to scparate it from the Social
Forestry sector effective in 1995,  This program encourages both cultivation of a plot of land (for
wiuch members oficn borrow). or as smaller scale cultvation around the family home BRAC has
also promoted this program heavily to increase the supply and consumptions of fruits and vegetables
among the rural landlcss to improve nutrition. According to BRAC. the only constramts on the
growth of this scetor are the availability of land and program stafl. BRAC plans for this actvity to
be in 260 branches (agam duc to the availability of arable land).

Training of members includes traming for farmers, fodder crop cultivation, crop diversification, and
seed production.  The significant capital cost is the construction and operation of a Seed Production
Center in which hybnid seeds will be cultivated and then sold to those farmers raising seeds o
multiply the supply. Two seed production centers are planned at a cost of Tk 15 mullion cach.

2.7 Market Development Program

The purpose of the Market Development Program is to creaie a pool of funds to finance the
development or new market development strategies.  According 1o BRAC management. most of this
will be used for seniculture, but the details of how these funds might be spent is not vet determined.
The necessary investment in Market Development 1s discussed under the Senculture Report
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Mujor componenis of this budget item melude: salanes lor one marketing manapeer. three desipners
scven quality controllers. seven semor marketing managers and 14 marketing officers. working
capital of Tk 3 oulbion in 1996 and TK 7 5 million i 1997 and 1998, and BRAC has budgeted
ncarly Tk 6 million for foreign consultancies and foreign travel cost.

Recommendation; Agamn we recommend that BRAC prepare more detasled proposal identifiing
its major market development pnionitics for the sector programs and therr relative costs. At presenl,
there is not sufficient detail in thes hine item to justify the Donor’s investment.

Il Social Development Programs

Both NFPE and the Essential Health Program were reviewed by independent consuliants as pant of the RDP
IV Appraisal Mission. This section summanzes the major elements of the budget for cach. but defers to cach
independent report for more detatled analvsis of the budget and revisions that may have been negotiated with
BRAC

31 NFPE

Non-Formal Pnmary Education (NFPE), BRAC's vallage-level pnmary school program. s funded
both i RDP and as a separately funded program. In RDP, BRAC runs about 15,000 schools and
will continue to run them through RDP IV. To deliver the NFPE program afier the vear 2000,
BRAC will approach the government as the logical resource to fund ongoing education efforts.

In the Budget, NFPE withun RDP 1V wall operate 14.000 schools in 1996, 14,000 in 1997, 9,202 n
1998, 6,068 in 1999, and 3,034 in the year 2000 Recognizing that NFPE will continue o require
sipnificant subsidy, BRAC has chosen 1o reduce the number of schools per year such that all RDP
schools wall have completed their thres-yvear cycle by 2000 While the anithmetic and calculations in
the NFPE Consultant for a qualitative evaluation of the program's budget and growth forecast. The
recommended change we are aware of was 1o increase the costs of supplies per school to reflect the
actual cost in 1994, resulting in a Tk. 18 million increase in the total budget. Total cost duning RDP
1V is projected to be Tk 1.07 billion, or USS26.8 mullion.  Please sce the NFPE Consultant repon
for greater detals.

32  Human Rights and Legal Education

BRAC has revised its paralegal course for all new members to cover familiar 1ssues more deeply and
introduce people to the concepts that are part of the Bangladeshi constitution, ctc. The HR & LE is
one course with several in-depth modules. It appears 10 be the same amount as the former Functional
Education, leadership training, and paralegal courses offered in the past. However, it s scparate and
will get its own matenals and information for dissemination to members.

Actual expenses include 2 PO in every region and a PA at every branch to provide these services, and
a small amount for teaching materials and workshops  All BRAC members are anticipated 1o
participaie in this revised traming.  Total program cost for RDP IV is Tk 187 8 million, or nearly
3.2% of total expenditures.

33  Essential Health Care
As part of RDP III, BRAC will create a streamlined version of the existing WHDP program to run
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through the RDP and RCP branches. Like WHDP. the program wall rely on the Shebikas m the
villages 1o buy medicines from the branch and scll them at a shight profit (with no salan from
BRAC). In addition, the health worker will promote clean water and sanitation and help distnbute
and sell concrete slabs and rings.  Although BRAC ongnally envisioned a structure with a modical
doctor in every region, the health consultant encouraged them to address more basic care and test the
medical clinics concept at the branch level as a pilot program  BRAC plans to implement 300 clinics
al an additional cost of Tk. 37 million. The complete impact of the program design changes are
descnibed fully in the Health consultants report.  The overall budget impact is to revise the cost of
the Essential Health program to Tk. 263 million (US $6.7 million), or 4.4% of the total RDP IV

Budget

Any significant cost recovery in the Essential Health program 1s unhikely, according to the Health

Consultant. BRAC is considenng internal funding sources from cisewhere in BRAC. For example.
one source of revenue could be the difference betwesn the 25% micrest rate on RDP and RCP loans
and the effective average micrest rate of 27%-29% that 1s actually realized Ths 2-4% interest could

pay for up 1o a third of the annual budget for the health program.

34 Environment Development Program

The main thrust of this new program s water sanutation. Formerly buned within the WHDP
programs, this program is basically the water sanitation cffort that BRAC has becn promoting across
Bangladesh through WHDP. Thus involves the establishment of ncarly 1000 rural water and
sanitation centers with a revolving loan fund for the purchase of the equipment.  According to
BRAC, WHDP has had signficant expenience in implementing these centers and has good control
over both costs and revenues.  Thus program wall expand thus same activity to more locations in
which RDP operates.  Total cost dunng RDP IV 1s Tk 23 mullion, or USS$575,000.

IV.  Special Programs
4.1 Vulnerable Group Development

As pant of BRAC's rencwed focus on serving the poorest 1076 of the Bangladeshu population. the
Vuincrable Group Development Program (or IGVGD) wall expand from 36 (o 56 thanas. In thus
program, the Government finances the credit program costs and BRAC provides sectoral technical
assistance in poultry-reanng, stafl, and office space. These women receive 30 Kg. of wheat through
the Government of Bangladesh's Food-for-Work Program and engage in small scale income
generating activitics, such as poultry rearing, to move towards self-sufficiency. The wheat
supplement lasts for two years. BRAC has found the program to be very effective in reaching thus
most disadvantaged group and i prepanng them to be RDP members.

Thus program started m the 1980s as a jount venture between BRAC and the Government of
Bangladesh Women join an IGVGD branch as IGVGD members. There are perhaps 3-3 per
village, so IGVGD travel longer distances for a single branch than in RDP.

The total RDP IV budeet for IGVGD is Tk. 210 nullion. Staffing includes Thana program
managers, IGVGD PAs, and Poultry PO and PAs m the field to provide technical assistance.  There
is hitle overlap between the RDP poultry sector stafl and the IGVGD poultry sector stafl, since the
IGVGD staff spend more time with individual borrowers  BRAC plans to continue the IGVGD
program because it appears to be an effective way of reachung the poorest 10% of Bangladesh's
landless.
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V.

Assistance to Small NGOs and Community-Based Organizations (CBOs)

Budgcied at a total of Tk. 40 mullion duning RDP IV, this hinc siom 1s important to BRAC for imo
reasons  First. BRAC is reccaving an increased number of inquines from small NGOs and CBOs in
Bangladesh who seck BRAC assistance or wan! 1o umplement 2 school program similar 1o NFPE and
needs 1o cover those costs. Second, BRAC needs 1o build stronger relationships with the smaller
Bangladeshi NGOs who ofien have cnticized BRAC for not shanng mformation or of being aloof.

In the original budget, BRAC also included Tk 100 million for an Unrban Development Program.
According to BRAC management, BRAC has been considering the addition of a development
program that would target the urban neighborhoods of Dhaka. The Director of Field Operations has
visited the Proshika program in Dhaka and several other NGOs 1o pam a better of understanding
sbout how all they manage these programs.  Given the uncertainty of when BRAC rmught start an
urban program and the as yet undetermined scale, BRAC has reduced this line item from Tk 100
mullion to zevo_

Support Services

In RDP 11, Support Services included the cost of Rescarch and Evaluation. the Monitoning Department. and
capital investments in bricks and mortar and vehicles. For RDP IV, the Manitoring Department has become
a pant of the Intemnal Audit Department and is now an expense covered by the 10% overhead allocation for
Head Office Logistics and Support.  BRAC needs to mantamn some of its mternal cost centers, like
Monitoring and RED, to provide needed information and services to intemal audiences (both Monitoring and
RED) and external audiences (pechaps just RED). Mowmitoring, for example, ts a kev part of the wternal
checks and balances and gives the program staff valuable insight into what variations arc happening in the
Ficld However, the costs of these internal departments must also be watched carefully since they face less
"market pressure” to be cost-effective.

51

Research, Evaluation, & Development (RED)

Thus internal department cvaluates current programs and produces rescarch papers on vanous lopics
relevant to BRAC's development activities (mostly withan RDP). In 1994, RED's budget was about
1.5% of the annual RDP opcrating budget, but the actual Taka expenditures incrcased sharply n
1994. RED 1s techmically under the oversight of the RDP Director of Ficld Operations, but scems to
have operated as a relatively autonomous unit for many vears.  Because RED is a support function
with no exposure to the discipline of market forces. it must be careful to balance its costs with the
benefits it provides to the rest of RDP.

In January 1995, BRAC senior management met with RED and the Monitoring Department (part of
Internal Audit and Monitoring. 3 cost covered by the 10% Head Office Logistics and Management
Suppont) to ask them to refocus their monitonng and asscssment activitics to credil, savings, and
membershup.  In addition to asking them to focus in those areas during the year, senior management
asked them to “cost”™ thesr products so the department "buying” their services can evaluate whether
the price is worth the end product. A frequently used management technique to control mternal cost
cenlers, this approach creates some internal accountability to their peers Lo encourage cost reduction.
It is important to note, however, that BRAC may have made a policy decision that RED will also
provide nformation for external audiences and that the full pnce of their products must therefore
mnclude the costs of those other services. The Financial Consultants assume that the budgeted costs
for RED are for the most part reasonable, based on 1994 expense. However, we recommended that
BRAC management consider internal mechanisms to create accountability and constructive pressure
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Lo control costs.
Vi.  Capital Investment

Total capstal investment during RDP IV 1s budgeted to be Tk. 303 nullon. or USS7.6 mullion. less
the sale proceeds and lease income from assets sold to RCP. There are several components:

Branch Building Costs: The cost of building a new branch 1s Tk 1.6 million (including land for
Tk 230,000, butlding for Tk. 1.2 million, and fumniture. fixtures and equipment for Tk. 120.000)
udBRACphnsmhmHﬁmwhnmchﬁmlﬂﬁthwghim In additson. ncw motorcycles for
new POs totals Tk 20 mullion.

Regional Office Costs: MSM&MWDﬁmmmmﬂmmmM
* shifi location as they cover differcnt combmnations of branches. Fixed capital costs are furniture and
fixtures and vehicles (budgeted for 10 in 1996).

Head Office Costs: The mvestments for Head Office include (1) Tk. 40 million for furniture and
fixtures for the new HO building in Dhaka; (2) Tk 15 million for vehicles (10 i 1996), and (3)
adding computers to the Field level (the Regional Offices) is projected to cost Tk 33 million. Total
Head Office costs total Tk 88 mullion dunng RDP [V..

These expenses appear reasonable and are based on historical costs. These amounts are reduced by
(1) the sale proceeds of fixed assets from RCP (tk. 52 million over 3 vears), and (2) lcase income on
the land and buildmes of the branches sold to RCP (Tk 64 mullion). This is the accounting change
referred to earlier and under the discussion of Long Term Financial Viability. Duning RDP 1 and Jil,
RCP purchased the land and buildings of branches from RDP for cash. To avoud the squeeze on RCP
respurces imposed by buving 330 branches rather than 300, and to save cash at RCP, these
transactions are now structured as a 20 year lease.  This effectively spreads the cost of buying those
assets over a longer time frame and saves RCP a significant amount of cash duning 1998 and 1999,
when high numbers of branches are transfernng to RCP. This s discussed further under Long Term

Offsetting Revenue: Net Interest Income and 2% Loan Loss Reserve

We agree with BRAC's forecast of loans outstanding in RDP basad on a review of actual performance i
1994 relative to nternal targets. The 25% nomunal interest rate produces an effective mterest rate
significantly higher than 25% (27%-29%) when a member pays off their loan in 46 weeks rather than aking
the full 52 weeks allowed on account of holidavs and other days when no VO mectings ocour.

BRAC is contimung it's practice of allocating 2 loan loss provision egual to 2% of disbursements.  This
amount builds the un-allocated portion of the loan loss reserve for unexpected problems. This practice
reflects conservative management and 1s a good way to build the loan loss reserve duning a period of high
loan growth, Because the quality of BRAC's loan portfolio has improved greatly over the past scveral vears,
we recommend that BRAC and the financial consultants revisit this assumption during RDP [V to ensure that
this assurnption is not overly conservative,

6.2.2. In collaboration with the other consultants, suggest possible alternative budget scenarios
based on likely assumptions, program modifications, or funding possibilities.
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Scveral different budget seenarios were iested, as descnibed in the section discussing Lonig-icorm Fmancsal
Projectsons (6.2 4 )  Other modificauons to operating assumplions were developed sade-br -sadc with BRAC
stall involvement These changes are reflected i the vanous drafts that have been produced dunng the

consuliants’ oo-site work

6.23. Review the latest status and composition of the loan portfolio of RDP/RCP, and the impact on
the portfolio of such changes as may be proposed during RDP 1V, e.g.. in respect of loans for
specific purposes such as housing, livestock and DTW.

From January through December 1994, RDP and RCP disbursed TK. 2.1 billion m new loans for
mucrocnicrprise and housing (equal 1o US $30.9 milbon). Thus s a 60% increase over 1993's wotal
disburscments of Tk. 1.3 billion. RDP started 20 new branches i 19935 which disbursed Tk 98 mulhion of the
total. Excluding the new branches (in order 10 compare the performance of the same branches from 1993 10
1994), disburscmients increased from Tk 1.3 ballion to Tk 2.0 billion. 3 53% mcrease

Al the end of 1994, the term mux was 91% short term, 7% medium term and 2% long term.  Thus continues
the trend over the last few yoars of a greater proportion of short-term (1-vear) loans. In 1989, BRAC
anticipated a term mux of 57% shon term, 37% medium term, and 6% long term. BRAC has had lower loans
outstanding figurcs in recent vears than expected in the 1989 Project Document. and thes 1s due, in pan, to
thus shift towards shorter term loans.  Long-term loans build up the outstandings faster than short-term loans
because they are not paid back so quickiv. The expenence with onc-vear loans suggests that borrowers
receive sufficient economue benefit that they are able to repay in one vear Histoncally, BRAC's expenence is
that loans over onc year have poorer repavment histones In the last year, repavment discipline and
mformation tracking svsiems have improved markedly, so there 15 reason to behiove that it will not returmn as a
probiem. In tius regard, BRAC bas adapted its lending practsces to the lessons in the ficld

BRAC disbursed Tk 40.9 mullion 1 Imgation loans. which 15 the reselling of shares in the Deep Tube Wells
BRAC repurchased these DTW shares because of low profitabality of cach DTW, and issues of how best 1o
organize members 1o manage the schemes At the ime of the repurchase. these loans were particulariy siow
mn repayment.  The other sectors with many loans over onc vear were Livestock (mentsoned below ) and
Fishenes

Recommendation: We recommend that BRAC managers pay special attention o the DTW.,
Livestock and Fishenes sectors. Historically, these were problem arcas and therefore ment special

mm

Al December 1994, RDP = RCP loans outstandings stood at Tk 1.5 billion (including housing loans) Thus is
an increase of 30% from the end of 1993, Of the total loans outstanding, 33% were for activities for which
BRAC provided special sector supports. These activaties are Agnculture and Horticulture, Fishenes,
Sericulture, Poultry and Livestock and Imgation. The major activitics are m the traditional arcas of Rural

Trading (30%) and Food Processing (22%), although these two arcas declined 6% as a portion of the
portfolio in 1994, The areas with specral sector supports increased by 4% as a portion of the portfolio in
1994, with most of the increase duc to Agnculture, whach rose from 9% of December 1993 outstandngs up

10 13% at end of December 1994, Sec Appendix A

2) Repayment of the Loan Pontfohio:

BRAC's dramatic success in ynproving the collection of 1ts loans 1s an ideal example of management
direction translated into action. See Appendix A.  During 1994, BRAC continued to reduce the portion of
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the portfolio with amv pavments past duc. from 20% to 8% at the end of 1994, For comparnison. in cariy
1992, the portfolio showed over 63% with at least one pavment past duc. This improvement stems from
BRAC management's willingness to deal with the issuc head on. All observers of thus orgamizational

The most stubbom poor paving sector does not regularhy show on the APO repont: Housing  Thus sector
finished the year on the improvement trend. but still only 61% of the loans were up-to-date as of December
1994 At this point, 19% of the housing loans had nussed over 50 weeks. Duning 1994, housing loans

increased 200%, from Tk 43 mulhon outstanding to Tk 123 mullion. Housing loans currently bear a 10%
interest rate, so BRAC suspects that some members may be diverting the funds to other income-generating

activitics. Sce Appendix B,

Recommendation: Add the housing sector to the APO report for visibility. BRAC should appoint
a special task foree 1o investigate and recommend action for improving this situation. including any
" adjustments to the policy for disbursing new housing loans.

At December 1994, the sector with the highest late payments continued to be Livestock: taken as a whole,
Livestock 1s 9% of loans outstanding, but it represents 23% of loans that are over 26 weeks past due. The
program staff is already devoting special attention to collecting investigating the causes of thus anomaly. As
an examplc of program changes, Livestock loans were 2 to 3 vears long in the past. but in 1994 BRAC
shornened the term to one vear.  OF the Tk 169 million in 1994 livestock loan disbursements. only 10% were

for a penod over one vear,

Today, there are Tk. 3.7 million in loans outstanding in Senculture. only 0.3% of the entire portfolio. Given
the proposed RDP IV sector emphasis on Senculture, it must be mentioned that this sector 15 not currentiy a
strong performer. Whereas 92% of the total portfolio is up to date in payvments, only 83% of the Senculture
sector is. This indicates sub-par performance that should be watched for any signs of weakness during the
next few years as this sector grows.

Recommendation: During the RDP IV project, the total sector portfolio is to grow up 1o 30% of zll
loans outstandings (The preliminary projections of the Accounts Staff and the Program Staff do not
reconcile - See Appendix E). Therefore, the APO sectorwise report should breakdown the portfolio
by each of the sector areas. Separate reporting for sectors that are small and not relevant to program
staff, such as Senvices. should be discontinued.

Recommendation: We endorsc BRAC management’s plan to produce a 2-page APO repont that
ncludes housing loans together with General Loans. and 3 socond APO schedule for the new sector
loan portfohos: Enterprise Loans. Poultrv/Livestock. Fishenics. Social Forestry. Senculture,
Vegetable and REP.

(3) ICICS - e in J 3

The following summarizes BRAC's loan policies in place at the time of the Appraisal Mission  Please see

Appendix K for a chart summary.

- Loan Sizes: The first loan can be up to Tk 4,000 (increased from Tk 3,000), second loan up to Tk
6,000, and third loan up to Tk 10,000. Mcmbers must have savings equal to 2%, 5%, 10%. and
20% for the first, second, third, and fourth loans. respectively.  Members are eligible for housing
loans only if they have saved an amount equal to 23% of the Jos:
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Ehmmation of Group Trust Fund and Insurance Holdbacks: Based on disstislactson voiced by
members about the mandaton doduction of 4% of am loan disbursement for deposst into 3 group
savings account, BRAC will no longer deduct esther 4% for GTF or the 1% previoush deductead for
msurance. Five percent will centinue 10 be deducted from disbursements as compulson ssvmngs for
mdivduals The net result 15 that borrowers recaive 95% of a loan amount in cash upon

disbursement, rather than 9%

Interest Rate:  Effective Januany 1, 1995, BRAC has increased its micrest rate from 20% 10 25% In
the ficld, weckly pavments are calculated on 13% flat rate (which assumes weekly repayments over
46 weeks) Pavments are calculated on a 46 week basis, but BRAC assumes that Vos wall not meet
every week and the actual number of payments will occur over a 52 week peniod.  Result: For the
borrower, the weekly payment amount increased from TK. 22 perweek 10 Tk 23 perwesk ona Th
1.000 loan. Because the number of payments arc caiculated on a shorter term (46 wecks), the
effective mierest rate for the borrower 15 actually 29%.  For BRAC, the 1otal amount of interest
collected on a Tk. 1,000 loan is Tk 150 versus Tk 118, In conclusion. the higher interest for the
borrower remains small relative 1o the income gencrated with the loan.  For BRAC. the addwsonal
mncome is crucial to its financial self-safficiency

- Loan Approvals: Loaa requests arc approved by the Branch Manager. unlcss more than | vear in
maturity of if borrower 15 3 late paver on previous or exasting lean, or i Joan size is larger than loan
ceilmg

- Scasonal Loans: Offenng 26 week loans for vegetable and fish cultivation (calculate a1 10% fint
rate), no grace period. Borrowers pay 100 taka mterest on a Tk, 1000 Joan, or two-thirds of the
interest due on 3 one year loan.

Recommendation: We urge caution and careful monioring of the volume of the new siv-
month, seasonal loans in the loan portfolio so BRAC can idenufy its impact on growth of the
loan portfoho. Note: Grameen introduced Scasonal Loans in 1993 and loan volume
- 4 ey
- Grace penods:  Given for loans starting in 1994 for loans where activity dad not generate imcome
nght away. Given grace peniods ol 3-6 months for fish culuvation and vegetable cultivaton
Estumated at 5-10% f portfoho, but no way to segregate those loans. Appear 10 have had a poor
collection expenience, because are cuntailing program in 1995

Recommendation We endorse BRAC's written policy of ending the availability of grace
penod joans and strongly discourage anv deviation from this policy unlcss a prlot program is
momtored scparately. Encourage plot progect with careful evaluation before stanimg a
sumilar experument svsiem-wide.

- Enterprise Loans. Special purpose loans up to Tk 25,000 Any loan over Tk. 10,000 requures
Nobi's approval. Objective: To grow certaun borrowers inilo more compilex economic activities or
create job opportunities (e.2 Dawry farms, recling centers).  Customers would be of 3 tvpes (1)
experienced BRAC VO members with ability 10 manage larger business, (2) emplovers of the
landless, and (3) non-Members who are the ncar landless  Esumate that maybe 15% of BRAC VO

members may be able to grow into larger enterprises.

For enterpnse loans, borrowers will need more technological support from BRAC and these
businesses will be charged higher service charges (for Fishenes Hatchenes. for example. service
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charges will be Tk 1L.OCO pervear).  Recling centers and damny farms wall also nocd larger volume of
activity and more technical assistance.  BRAC management noted that a bug challenge wall be for
BRAC stafl to think of these customers as businesscs. not as beneficianics.

- Housing loans are now on the sector-wise hist that the Manager of Credit and Savings. M. Nabi,
tracks and he now 1s holding AQ Managers accountablz for General Loan and Housing Loan

- Sericulture loans should be identified as a separate sector on the sector-wise APO report. Although
this sector uses fewer loans to members than others, it is growing rapidly and anv slow repavment
cannot be tolerated.

- Restaurants arc currently recorded as Rural Trading.  Thus represents Tk 16 MM as of end of 1994,
so BRAC will break it out as a separale sector. Services is not large enough to warrant a separate
calegory of the sctor-wise portfolio analysis,

- Portolio Analysis: There 1s evidence that BRAC is using the tools of sector-wise analysis (o better
udcntify problem arcas in the loan portfolio.  For exampie, the head of RDP focused on the lower
repayment ratc/hugh deliquency rate on livestock loansand questioned why repavment was so slow.
The sctor specialist went to Mr. Nabi, the Credit Program Manager, for help. Nabi asked for
computer print out of all Livestock borrowers branch-wise 10 see who were late payers and to
sdentify which branch managers to speak to.

- Warkout and problem loans: (1) Branch Managers can request an additional PA in their braach to
help with collection of bad loans or late payers. We encourage BRAC to develop a specialist
capacity 1o handle difficult loans, since regular PAs will not have time 10 focus on problem
borrowers. (2) the Program Manager of Savings and Credit produces a Defoulters List that allows
him to identify where the worst defaulters are located and wiuch branches are responsible.

RAC Poli =

- Weekly Savings: Weekly savings are now Tk 5, up from Tk 2 Although this higher level is the
target and s strongly encouraged, savings contrnibutions of Tk 2 will be permutted 1o ensure that the
poorer beneficianics can contnue to participate. BRAC esumates that 10-135% of any branch's
members may save at the lower rate. Sce Appendix H for actual 1994 data.

- Mcmbership Fees: No longer charging a Tk 10 closing fee to cover "closing costs.” BRAC now
charges a flat Tk 10 annual membership fee per vear. Use of tius amount is unclear: According to
the Accounts Department, it will be used by the VOs for matenals for meetings. therefore showing
not a5 income but as a liability on the branch's balance sheet  Aliematively, program stafl are
considering using those funds as part of the Emergency Fund to cover life insurance.  This would
generate Tk 57,000 for each 3nd year branch, for cxample, in a year, an amount equal to more than
3% of branch operating costs per year.

= BRAC has several pools of funds and income sources at the branch level:

- 50% of GTF (the portion not refunded).

- Difference between 25% official interest rate and an effective rate of 27-29% creates a
possible sourze of funds for cross-subsidv:

- Membership fee of Tk 10 per vear (income or held for their account7);

- Existing Insurance Fund previously collected and now held by BRAC (now totals Tk 49
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millson comparcd 10 an average annual cost of about Th 3 MM m payments

BRAC = considening how 10 usc these funds on an ongoing basis and whether some of these sources
would be used to cross-subsidize the Essential Health Program. for example.

6.24. Review projected financial performance during RDP IV, in particular levels of savings, likely
loans outstanding, and overall profitability.

RCP is onlv just cmerging from a difficult two-year financial peniod  Beginmng in 1993, it was cicar that
branches suffered both revenue shortfalls and expense overruns from:

f. Low loans outstanding, wiuch dimmishod interest mcomi:

2 High branch operating expenses, duc to limited manacement attention and the need for more stafT 1o
collect slow paving loans:

3. Savings are behund targets, wiich reduces the ovailable funding for RCP.

In 1994, branches improved s all regards. Nonctheless, o preserve RCP's financial health, BRAC did not
charge RCP the discretionary 9% annual debenture that was built nto the anginal model.

We incorporated recent changes 1 operating policy into the RCP long-term financial projections with BRAC
Accounts department, and tested the sensitivity of future projections on key vanables. The Base case
munmmnhﬂnh:fuﬂo\mgmﬁcumﬁummhumﬂh
Loan interest rate increasc from 20% to 25%:
- Savings deposit interest rate decrease from 9% 1o 6%
1994’ term mix of short/mediumy/long term loans.
Higher branch operating expenses.
Expected savings withdrawal rate: and
Elimmation of GTF and return 10 members

i i [} L]

The most imporiant vanables tested, and the different valucs for cach are listed in the table:

———— —————

Appendix for
further ' Assumption
analvais




The vanabies were tested in different combmations. and thewr cffect on RCP's financial health 1s displaved
below. The full printouts are in Appendix J:
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Together with BRAC staff, we examined eight scenanios. The five scenanos that provide the most
information are presented here. We used the ongmal numbermg from our records and from BRAC's reconds
which explaines why the table lists Scenanos # 1,4, 5, 7Tand 8. The full prnintout of these scenanos is
attached as the final Appendix.

For RCP 10 maintain a positive Investments account (which allows 4t some financial bufler), some
mncremental funding must come into RCP. The last two columns show that mcremental additsonal funding
mﬁdhcm:ppndmm:hckﬂ?ﬁmqum[mhcdmbdmaﬂﬂ uru:ﬂdmummahh god:mh o

The first scenanio 1s the RDP [V Proposal. So far, the targets established in 1994 for loans outstanding and
savings arc above husiorical performance (see Appendix F and G). There s not yet demonstrable evidence
that branches can perform at these levels. The second two vanables must be decided with Donor
consultation. The RDP IV propasal takes the high version of cach of the above assumpuions. Under such a
scenano, RCP is financially sustainable

BRAC proposes that the RCP branches lease the land and building of the graduating RCP branches, rather
than purchasing it outright RCP would still purchase the loan portiolio and the savings per the ongmal plan.
The 1989 RCP Project Document dictated that RCP would purchase RDP assets. including Jand and building,
when the branches "graduated” afier thewr 4th year. I the land and building are leased instcad. then RDP will
not receive the expected up-front cash from RCP. The proposed leases will nun 20 vears (straight-hine
pavdown), equal to 5% of the asset pnce annually. Therefore, by proposing that RCP wall lease the RDP land
and building, the RDP IV proposal implicitly benefits RCP by saving it the purchase cost of the branches’
fixed asscts. This keeps extra money in RCP and allows RCP 1o eam inlerest on it as well. Thus also nflates
the ncccssary RDP [V request by the amount of the foregone purchase revenue. The cumulative additional
cost to RDP of the lcasc amangement is Tk 227 MM from 1993 through 2000. Sec Appendix |

If. however, the hugh targets for Loans O/S and Savings are not achieved 2nd instead, future performance
follows the 1994 pattern the donors may choose (1) to fund RDP the extra amount to pernut RCP 10 lease
branches from RDP, or () to fund RCP directly. Taking the lowest of the above four assumptions, RCP will
have a capital neod of Tk 467 million, incurred in the vears 1999 through 2002, The lowest assumptions are
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close to the original 1989 RCP Project Document. That Documeni contempiated a fined assct purchase for
RCP and only 300 branches

Recommendation: Balancing the cost of ongoing financial suppon to achicve the sustamability of
RCP. and the Jowest cost method of achicring thus. we recommend the Dosors accept BRACs
proposal that RCP lease branches from RDP. This inflates the RDP IV budget by Tk 227 MM.
With this additional financial support, the low assumptions indicated that RCP financial patlemns can
sustain themseives.

Recommendation: RCP's current financial situation emphasizes the importance of generating a
sufficient local deposit base. To improve record keeping. we recommend that the Accounts
Department begin to track the two different savings types (compulsory 3% of disbursements and
voluntarv} 39

6.2.5. Review the consequences of the proposed increase in the interest rate on loans from 20% to
25%, and recommend the policy and criteria which should in future serve to determine the
appropriate rate of interest on loans. This will be assessed both from the perspective of the
beneficiaries and their capacity to pay interest, and form the point of view of recovering costs
for BRAC.

:

Begmnning in January 1995 BRAC rmsed its interest rate from 20% to 23% on a decliming balance
calculation BRAC mnstituted scveral other changes at the same time that reduce the out-of-pocket expense 10
the borrower. Here 15 2 comparison showing the effect of all the changes:

| OM System New System

Sample Loan Tk 1000 T 1000
Sze of Weekly Installment Tk 22 Tk 2S5
# Pavments 32 46
Total Collecied TR ILIE Tk 1150
(after nefund for any saerpliss) .
Expracted 36 wecks 52 wecks
Repavment Period
Effecuve Declining Interest 23.3% 3332%
Rate (if pud o mun. tune)
Effextive Decliming Interest 21.6% 293%
Rate {if paid over max. tume)
Group Trust Fund Tk 40 None

(4% of the loan)
Insurance Fund Tk 10 None

(107 of the loan)
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Total Pad by Member durng Tk 1118 Reahzahle Tk 1130 BE=s'umable
hife of the loan Tk 50 Savings [k_ 30 Savings
Tk 40 GTF
Ik 10 insursnce
Tk 1218 TOTAL Tk 1200 TOTAL
Two admumstrative stems:

- Under the old systein, BRAC expected to recerve 32 pavments, but would allow borrowers up
to 56 weeks 10 pav (duc 10 holidays). The new svstem contemplates recaiving full pavment
within 52 weeks. but in order to account for holidayvs. BRAC now calculates 46 pavments. The
effective intercst rate depends upon whether the borrower pavs in the munimum or the maximum

. allowable time period. The longer ime penod decreases the effective interest rate

- Under the old system, BRAC would collect Tk 22 per week for 52 weeks, for a total of Tk
1144. At maturity, BRAC would rebate Tk 26 to bring the total collected down to Tk 1118,
This rebate was difficuit to track, especially when borrowers were often delinquent on their
regular pryment.  The new system dispenses with this process.

In the above example, the rate hike increases the weekly instaliment by Tk 3 per week.  Thus 15 partially offset
by the climination of both GTF (automatic 4% of the loan) and the Insurance Fund (automatic 1% of the
loan). With those elimuinations. over the hife of the loan. the borrower now pass Tk 12 less.

Other international micro-credit instiiutions charge morc than this rate. Banku Rakyat Indoncsia (BRI)
charges its borrowers an effective rale above 35% annually; BKK in Indonesia charges above 50% in annual
interest. A recent World Bank study comparning mucro-credit institutions urged BRAC and other Bangladeshs
micro-credit institutions o increase their rates to achieve financial sustainability.

While BRAC's policy making in this regard must account for local perceptions. this rate increase reflects the
true cosis of delivenng credit. RDP requires grant funding 1o cover its costs, and RCP has been only slightly
profitable over its life.

Future rate ncreases

BRAC (and other Bangladesh: NGO's) onginaily set their interest rates at 16% because thus was the
prevailing rate of the Bangaldeshi Bank. To our knowledge, this rate did not give pnimary consideration to
the cost of the program.

Since that ime, BRAC and other NGOs have become more conscious and more expenenced in managing
their program costs. Interest rates have been set with an eyve towards both the long-term financial viability of
the programs and the members” ability lo repay the loans. Balancing these objectives is ulimately the
responsibility of BRAC management and the BRAC board of directors

Recommendation: We recommend that BRAC adopt 2 wnitten policy for how to determine interest
raics. We sugecst the followang clements of a wnitten polic

1. At aminimum, interest revenue (and therefore interest rates) should be sufficient o
cover
»  credit stafl salanies,
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Tonal Paad by Mamber duming Tk 1IN Reshirahle Th ) 30 Realoable
life o the doan i 50 Savmps JE S0 Savipes
Tk 40 GTF
1= 10 [nsgance
Tk 1218 TOTAL T 1200 TOTAL
Two administrative items:

Under the old system, BRAC expected to receive 52 pavments, but would allow borrowers up
1o 56 weeks to pay (duc to holidays). The new system contemplates receiving full payment
within 32 weeks, but in order to account for hobidays, BRAC now calculates 46 pavments The
effective interest rate depends upon whether the borrower pays in the minimum or the maximum
allowable ume period. The longer tme peniod decreases the effective imterest rate.

Under the old system, BRAC would collect Tk 22 per week for 32 weeks, for a total of Tk
1144, At matunity, BRAC would rebate TK 26 to bnng the total collected down to Tk 1118
Mm“mﬁwwmmﬂb-mmmnmnﬂmﬁhmﬂmm
regular pavment.  The now system dispenses with this process.

in the above example, the rate huke mcreases the weekly installment by Tk 3 per week. This is parally offset
by the elimination of both GTF (automatic 4% of the loan ) and the Insurance Fund (avtomatic 1% of the
loan). With those eliminations, over the life of the loan, the borrower now pays Tk 12 less.

Other intermational micro-credit institutions charge more than this rate. Banku Rakvat Indonesia (BRI)
charges its bosrowers an effecuve rate above 35% annually, BKK in Indonesia charges above $0% in annual
interest. A recent World Bank studv companing micro-credit nstitutions urged BRAC and other Bangladeshi
Mmmwummmmtwmm

While BRAC's policy making m this regard must account for local perceptions, this rate increass reflects the
truc costs of delivening credit. RDP reguires grant funding to cover its costs, and RCP has been only shightly
profitable over its life.
Future ralc increases ‘
BRAC (and other Bangladeshi NGO's) onginally set their interest raics at 16% because this was the
prevailing rate of the Bangaldeshs Bank. To our knowledge, this rate did not give primany consideration to
the cost of the program.
Since that ime, BRAC and other NGOs have become more conscious and more expencnced in mahaging
therr program costs. Interest rates have been set with an eye towards both the long-term financial viability of
the programs and the members® ability 1o repay the loans.  Balancing these objectives is ulumately the
responsibility of BRAC management and the BRAC board of directors.
Recommendation: We recommend that BRAC adopt a written policy for how 1o determine interest
rates. We suggest the following elements of a written policy:

I. At a mipsmum, mntercst revenue (and therefore interest rates) should be sufficient to
cover:

« eredit stafl salanes.
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6.2.6.

traihing,

direct costs (travel and stationenes).

depreciation on offices, furniture and real estate used by lh:mud::ﬂnfr

a fixed taka amount for RO and HO management of the branch

This cquais the cost of delivening credit gt the branch level plus a fixed taka amount for
oversight. I the oversight is a percentage of RO and HO costs, then overhead may
become bloated

2 Changes to rates should be submitted to the BRAC board for their formal approval and
to the Donors for their approval (if the change comes in the middie of a program peniod).
Affier the program period, the BRAC Board should assume full responsibiliny for these
decisions.

3 Changes to the interest rate should include a written justification in order to provide a
rationale and prevent arbitraniness. The wiitten justification should include and be
based upon the annual budget approved by the Board (and the Donors 1if during a project
period).

Review the level of branch operating costs and the likely changes in these costs as a result of

the recent changes in VO numbers and membership. and any further changes proposed under
RDP IV,

We flagged the problem arca of high branch operating costs in December 1993 and again in October 1994,
Since that ime, BRAC has appointed a cost review commitice compnsed of serior stafl from Accounts and
from Program arca.  Implemented changes that began to be introduced in late summer 1994 include:

B s

VO can be formally constituted with 30 members, rather than delayving until 50 villagors join. This
speeds the process of lending to those members as well

With the smaller number of VO members, PA's now visit 3 VOs per day, rather than two.
Traveling routes have been rationalized to reduce travel costs

The Annual Operational Plan with the BMs is more formalized and the BM's arc held more
accountable for achieving it

Variable costs under the BM's control are his responsibility to control

Review the system and achievements to date to recover the costs of the technical inputs to the
sector programs, and consider what changes should be introduced to ensure full recovery of

all such sectoral expenses by the end of RDP IV.

BRAC has further refined 1s commendable strategy to achieve consistent cost recovery on the sectoral
program technical assistance it provides to its members. In preparing the RDP [V proposal, RDP sector
programs have had to reach greater clarity on the "madel branch” assumptions and how the multiple branches
of RDP will attam their cost recovery goal by 2001 We have several observations

BRAC has wisely reviewed the service charges currently m place and reduced thewr application to one
or two member activitics where the borrower can straightforwardly recover or pay the senvice charge
from selling her product. For example, poultry service charges will oanhy be collected from the chick
rearers who pav a Tk 1.5 senice charge when they buv onc-dav old chicks. This cost can be passed
on in the price she charges 10 the Key and Model Rearers. In addition, BRAC is tnang to concentraie
the number of participants in a parucular activity in 2 branch itzrntory in order to increase operating
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elMiciency

Most service charges are paid n cash and collectad by the Credit PA at the branch If the fec is not
paid, it 15 the responsibality of the Sector PA 10 revisit the member 1o collect povment.  Although
deductions from a project account at the branch or area office usually sield a lugher collecuion rate
(c g for lrrigation loans). pavments in cash cncourage the borrower 1o accept business and
development responsibility for pmyment and BRAC to provide quality service 1o cam the fee  Across
many cultures, the expenence has been that group members value technical assistance more if they
have to pay something for it. in tum, this forces the senvice provider to provide quality service.

(1)  Overview

The costs and revenuss of providing sector technical assistance for all RDP and RCP branches are pant of the
RDP Budget Service charges paid by members were introduced by BRAC in 1993 to help the technical
assistance program cover its operating costs. BRAC's plan 15 to increase the amount of service charges and
streamline the costs of delivering the technical support by the vear 2000 so that each branch s able to cover
the costs of personnel and all regional office and head office overhead by the fourth year of each sector’
operations at the branch. Overhead costs include the technical suppon by sector specialists and general
management overhead (Accounts Depantment. Personne], ete). Note: The credit program continucs 10 bear
the sharcd costs at the individual branch. with no allocation to the Scctor programs. Scrvice charges will not
cover the costs of developing new programs or products, or of devcloping new markets (mosthy for
sericulture) and that cost will continue 1o require subsidy. BRAC hopes that internally gencrated revenues
from the Rural Commercial Enterprises in cach sector will pay these costs in the future.

Most service charges arc collected in the ficld by the Credit PAs at the weekly VO mecting  Imigation
service charges, which are deducted from the project account at the branch, have a very hngh rate of collection
Similarly, the charge per chick i poultry 1s collected as pan of the price of the chuck pard by the cluck rearers
and deposited directly into the branch.  If someone docs not pay, the Credit PA reports it Lo the Sector PA
who is responsible for revisiing the member to collect payment  There are no collection sheets for service
charges at this time, so all service charge collections are reponted through the Accountant when the Credit PA
deposits the momings collections.  Each Sector Specialist at Head Offfice tracks the cost recovery
performance in their sector.  The cost recovery targets are based on the model branch assumpuions of how
many members are engaged in a certain activity multiplicd by the service charge fee structure.

(2)  Cost Recovervin {994 .

Cost recovery i 1994 was beticr than in 1993, Amounts vanied from target duc to slower or [aster expansion
of the program, supph' constramnts, and poor crop viclds by members,

Sector 1994 Target 1994 Actual Variance
Pouliry and Livestock Tk 5.9 mullion Tk 2.9 millicn - 15%
Imigation Tk 4.97 milhon Tk 3.48 mullion - 30%
Fishenies Tk 1.7 mulbon Tk 2 86 mulhon +65%
Social Forestry and Vegetable T 5.2 million Tk 4.0 million -23%

A-BRACAppraisal Favgl 323 018C) 42



i

Senculure Th 33 mulhon T 1% mulbon - 4T

REP Tk 0 Tk 105 rullion

1IGVGD o Th L5 mullion

Poultry and Livestock: Poultry & Livestock service charges were below arget pnmarily due 10 a shortage of
chacks and therefore foewer chicks purchased by the Cluck rearers. Through the end of 1994. service charges
were collected at several points: from the Chuck rearers (Tk | per chack:. from the goat reasers and cow
rearers, and by sclling the rearers 3 Vacomation Card which listed the 6 vaccnations noeded from the
paravets. Beginning in 1993, service charges will be collected only from chack rearers and model goat and
cow rearers only (model rearers raise 3 or more cows or goats. rather than | or 2. and benefit from more
technical assistance from BRAC). BRAC has found that key rearers (only 20% of whom take a loan for this
purpose), goat rearcrs, and cow rearcrs do not nocd traming and thercfore should not pav service charges.

Imeation and DTW;s. Cost recovery contmued 10 go well for ths sector, pnmanly because service charges
are deducted from the VO's Project Account at the branch. In 1994, BRAC revised it's service charges to Tk
Hﬂp:rmhth:ﬂuvmhrm(chm@dﬁmnﬂmmnﬁklm Tk 115 dek 150

depending on the vear of operation). According to the internal [rrigation Report:
mﬂm”mw%fwﬂllmﬂmmﬂmlﬁmhim-ﬁaﬂmm

However, much of this was paid in crop rather than in cash and the price of nee was very low. Therefore, the
profits 10 the DTWs were munimal  Going forward, BRAC has said that it wall require service charges 1o be
pad n cash.

Fisherics. Charging Tk 3 per dectmal of water body, the fishenes service charges are collected when the fish
are harvested and paid in cash by the members. This service charge wall continue through RDP IV
Collection was over the target amount because the fishenies program has expanded more rapidly than
expectad and there were more water bodics under cultivation (because members find fishenics very profitable
and more members borrowed for this purposs).

Social Forestry and Vegetable  Service charges for vegetables have been charged at Tk 2 per decamal for the
summer crop and TK. 3 per decimal for the winter crops, or Tk 3 per vear per decunal. These will continue at
thus rates. IN 1994, collection for Vegetable cultivation was very good. however, BRAC set the target on the
assumption that all payments would occur before December 31 when the winter crop is not actually harvested
until January or February. Therefore. it appears as far below target  Social forestry has been 2 small sector
until 1993 and RDP IV. It included nurseries (Tk. 150 per decimal per vear)

Begmning in 19935, social forestry will have 3 activities that cach penerate service charges:

Nursery Raising small irees and bushes for sale to private farmers and village members
(including lemon, mango, and other fruit trees). The service charge is Tk 150 per
vear and is collected in July and August. which is the peak planing (and therefore
sclling) scason.  Customers are village members and farmers

Grafing Nursery: A nower activity. grafters raise trocs and shrubs that requure graftng to expand 3
high quality supply of cortan frust teees thas in the past have only been cultvated in
certaim regions.  These include mangoes. hitchee, and yvbnd lemons. Service
charges are Tk. 300/vear because these requirs more focused attention from the
Social Forestry PAs
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Agroloresiry: The highest number of members engage in thes acuvity and rause a diversified st of
crops withii: 2 cenain area These are designed to include vogetables (shon-torm
crops ). medwm-icrm crops. and longer-ierm crops so the farmer receives ncome
scveral times through the vear and can thercfore pav a loan Senwechargessare T

i/decimal per vear

Vegetable wall become a separate sector in 1995, The senvice charges are the same for all activities. including
vegetables, spices, and a now mauwze program where seeds are provided by the govemment to increase

production

Senculture.  Up through 1994, service charges in seniculture have been collected from the mulberns tree
carciakers depending upon the age of the trees.  Thus refiects BRAC's focus on tree plantation duning RDP 111
because trecs take 4 vears 10 mature and become good producers of mulberry leaves Collection was below
target because (1) members would lic about how old ther trees were 10 pav 3 lower senice charpe. and (2)
the quality of DFLs has been very poor and carctakers sold fower leaves (and gencrated Iess ncomc) than

BRAC had onginally forecast

Beginning in 1995, BRAC will charge service charges only from cocoon rearers and also for iechmical
assistance to mulberry rearers. Most mulberry caretakers will also become chawki rearers and general
rearers, so service charges will only be paid on the basis of DFL produced (Disease Free Laving. or one batch
of eges from a butterfly and onc batch of cocoons). Rearers usually buy 50 DFL on a sgle reanng tray.
Chawk: rearers raise the silk worms through the first several stages of development that require a cenain
amount or tvpe of mulberry leafl and then sell them to General Rearers. General Rearers will raise the worms
through the final stages of producing cocoon and then sell those cocoons to a recling center or, if damaged 10
a local band spnner. The amount of sorvice charge will increase from yvear | through vear 3 becausc a
Rearer's production quality increases with expenence and they can produce higher quality. and more valuable,
cocoons.  Mulbarry tree production is dwectly related to sericulture and has becn moved 10 thus secior from
Socal Forestry It focuses on sapling producers (mostly roadside) and bush plantation (farm production
whuch vields hugher quality jcaves for better quality silk production)

Rural Enterprise Project: .~ REP shows a very small amount of service charges generated from some of the
expenmental projects and is not pant of the calculation of Service Charge Targets.

IGVGD. IGVGD members participate in the poultry rearing program and chick rearers pay servico charges
Those should be netted against the costs of managing the IGVGD program because IGVGD does not use the
Poulery sector field staff to provide techmucal support.  This amount should merease as IGVGD expands o 56

thanas
The service charges that will be charged from 1995 forwards are



Agroforestry: The highest number of members engage in this activity and rause a diversalied set of
crops within a certamn ares  These are designed to inclede vegetables (short-term
cropsl, medium-term crops. and longer-term crops so the farmer recenves income
scveral imes throegh the vear and can therefore pava loan. Senmvice charges are Tk

3/decumal per vear.

Vegetable will become a separate sector in 1995, The service charges are the same for all actiitics. including
vegetables, spices, and a new maize program where seeds are provided by the government 1o increase

production

Senculture.  Up through 1994, service charges in sericulture have been collected from the mulberny tree
carctakers depending upon the age of the trees. Thus reflects BRAC's focus on tree plantation during RDP 111
because trees take 4 vears 10 mature and beconic good producers of mulberry lcaves. Collection was below
target bocause (1) members would lic sbout how old their trees were 1o pav a lower service charge. and (2)
the quality of DFLs has beon very poor and carctakers sold fower leaves (and goncrated less income) than

BRAC had onginally forecast

Beginming i 1995, BRAC wall charge service charges only from cocoon rearers and also for technical
assistance lo mulberry rearers. Most mulbermy caretakers will also become chawki rearers and general
rearers, so service charges will only be paid on the basis of DFL produced (Disease Free Laving. or one batch
of eggs from a butterfly and onc batch of cocoons).  Rearers usually buy 50 DFL on a single reaning tray
Chawki rearers raise the silk worms through the first several stages of development that require a centamn
amount or tvpe of mulberry leaf and then sell them to General Rearers.  General Rearers will raise the worms
through the final stages of producing cocoon and then sell those cocoons 1o a reching center or, if damaged 10
a local hand spimnner. The amount of service charge will increase from vear | through vear 3 becausca
Rearer’s production quality ncreases with expenence and they can produce lugher quality. and more valuable,
cocoons.  Mulberry tree production is directiy related to senculture and has been moved 10 this sector from
Social Forestry. It focuses on sapling producers (mostly roadside) and bush plantation (farm production
whuch viclds lugher quality leaves for better quality silk production)

Rura! Enterpnise Project. . REP shows a very small amount of service charges gencrated from some of the
expenimental projects and 1 not part of the calculation of Service Charge Tarpets

IGVGD  IGVGD members parucipate in the poultry rearing program and chick rearers pay servico charges.
Those should be netted againsi the costs of managing the IGVGD program because IGVGD does not use the
Poultry sector ficid staff 1o provide technical support. This amount should ncrease as IGVGD expands to 56
thanas

The service charges that will be charged from 1995 forwards are



Sector Activiies Types of Service Characterisfics’
Charger Camments
Poultry/Lavestock Chick Rearers Chick Rearers Fhagher price than n
Pullet Rearers Tk 1.5/ per chuck 1994, pad upon
Key Rearers purchase of chick
Model Rearers Modei Cow Rearers
Poultry Worker Tk 50 per vear Maodel rearers need more
Egg Collector trarung hecause they rear
Feed Producer Model Gual Rearers 3 or more ammak
Th 20 per vewr
Calf Reater All branches
Cow Rearer
. Model Cow Rearer
Goxt Rearer
Model Goat Reser
Imigalion Per Decp Tube Well TK. 120 per scre Flat rate started m 1994
700 DTWs in operstion.
Fishenies Hachenes Carp- TR 3 peridec. Samc as m 1994
Carp Nursery T5- Tk Bidechr Mos! branches
Fish Farmers (carp. Tha Tk 1000%hatcharyivear
Saputt) T
Socual Forestry Nigsenes Tk |1 50hcaridocmal Wil expand, but lemsted
Grafimp Murscncs TL 300vearidosummal o perhaps 170 branches
Agroforostry (avg 50 scres) Tk Shvidocumal o 4o ol avaslabality
of land
Senculnure Tree caretskers Rearers:
Chawka Resrens Yrl Tk 30 per DFL
General Rearers ¥Yr. 2 Tk 40 per DFL
Reeling Center Worker Yr.3 Th 50 per DFL
Progressive Silk Farmer
Saplmg Nursery
Bush Plantation
Vegetabie Vegethic and spoes Th Sidecimalhe Mawc toll out 1n RDP
Marre cultivatson IV, Expssson in
mumbors of members
{3} Imphicatioos for RDP [V

According 1o BRAC, most members now accept the concept of service charges and most of them pay them.
The service charpe forecast for RDP [V ts dniven by three factors  the sumber of members participating per
branch, the number of branches participating in the sector, and the type and amount of service charges

collected
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I # of members per branch. Increasing the number of members parucipating per branch or the number
of chucks produced over time  The number of members engaged in a secior actvin increases m the
branch during s first four veas of acviny. Dunng RDP IV, BRAC also plans to increase the

participation ratc per branch

£ of branches: ln RDP IV, BRAC = expanding with the 95 new branches and among Lhe existng
branches. Although poultry can be undertakien evernvwhore. many sectors arc not going 10 be acine
all branches.

3. The service charges collected.  RDP wall benefit from BRAC's focusing its service charges on kv
producers within the production chain and from those who benefits the most from, and require the
most, techmical assistance. Thus has been refined over ume through expenience (c.g more flat rates
rather than graduated becauss members doa't like to pav an increase)

A branch has fixed costs of personnc! and overhcad allocations for deliverng technical assistance to
members.  The biggest vanable costs are traming of new members to undeniake the activity. Once members
arc trancd, they then receive refresher courses each vear. Thercfore., total costs decline over tune and settle a
a certaun annual level Revenues merease steadily over the first 4 vears of the activity in 3 branch and then
level off. The number of members involved and the efficiency of thewr production increases over the first 3-4
years of the branch’s life in the sector. Therefore, BRAC has forecasted a Model Branch for cach sector in
which revenues gradually increase and cover the costs of delivening the services by vear 4 of its activity,
BRAC wants all of us branches to be Year 3 or Year 4 branches in the gecior programs by the year 2001,

Al the financial consultants’ request and wsing 2 standard format. cach sector specialist prepared a3 Model

Branch forccast (sec Appendin)
As 2 sccond step, the Sector Specialists forecast how many Year 1, vear 2. vear 3, and vear 4 branches would

exist in each year or RDP IV 1o gencrate a budgeted amount of service charges 1o be collected cach vear The
Cost Recovery targets for RDP IV are included in the Budget and in 3 summary tabic on the following page

L&

Based upon the Model Branch for cach sector and the progress of cach branch to thewr "matunity” in all
sectors, BRAC forecasts that cach sector will progress towards Cost Recovery during RDP IV, Total
funding needs are projected to fall to Tk. 7.7 million in 2001



Projected Sector Program Cost Recovery During RDP IV, excluding capital invextments costs
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(Taka millions)

Sector 1996 1997 1998 Ivey 2000 200}
I Poultrv/Livestock:

Total costs® 423 4735 337 269 4.7 168

Service charges Realized 59 96 132 154 164 197
Net furad requirement 364 379 205 iLs B3 a9
2 Fsheries

Total costs 146 £ 214 7.1 180 151
Service charges 44 6.4 79 93 0.1 121
Net fund requirement 101 1L 135 78 79 30
5. Social Forestry:

Total costs 74 19.7 04 207 216 175
Service charges Realized 03 0% I 12 14 7
Net fund requirement 16.9 i88 194 194 20.3 159
4. Sericulture:

Total costs 6l 79 26 l 347 a4 1635
Service charges Reslized 33 92 fad 06 229 273
Net fund roquarement s 617 562 14.1 115 (o
5 Horticulture &
Vegetabile

Total costs 147 I78 Ik6 83 122 49
Servioe charpes Realized (¥ 19 91 99 102 23
Net fund requarement 80 99 95 83 90 27
TOTAL NET FUND 1282 1410 9 6l 1 570 77
REQUIREMENT

47




* [nflation adisice! costs that grow 5% per vour

This able reflzcts the following assumptions which are shown for cach sector in the Budgot
Revenucs Service charges {sec appendix for calculations )

Costs Stafl salancs and benefits ot the branch (PAs)
PO salary and benefits (usually | PO per 10 branches

Traveling & transportation (30% of PO salary)
Staff rammng and refresher courses for members (5% of above total)

HO and RO overhead (10% of all of the above, though it may fall 1o 5%)
Traimung of Group Members
Motorevcles for now POs

Costs do not include  Capatal mvestments
Accumulaied losses from previous vear's opcrations

The Mode! Branch calculations m the Appendix show stafl traiung and refreshers at 5% and do not show the
cost of tramning new group members afier vear 4 on the assumption that branches would reach an equilibaum
in the number of members parucipating  Thus assumption s hughly unlikely given the annual dropout rate
faced currentiy of 10% of members per vear. Tramng of new members may contmue as a sigmificant cost if
those trends continue.

Our conclusion is that BRAC does have 2 plan for steady improvement towards cost recovers im sector
programs, but that some sectors arc unbikely 1o reach full cost recoveny (such a5 social foresing). Allso il
BRAC finds a nced 10 mcrease the number-stail ratio i fishenies. the cost recovery of that sector will fall
uniess higher service charges can be charged.  Finally . the projeciion for scnculture scoms opumustic. cven
though the budzet shows revenue at 90% of actual projected service charges  This will be covered more
thoroughly 1n the Senculture Report.

We have several recommendations related to Cost Recovery for the Sector Programs

Recommendations: :

- Set 3 more realistic target than full cost recovery by 2001 10 provide some cushion in case targets
cannot be met. Although BRAC and the other sector consultants will decide on the best forecasts for
cach sector, we advise BRAC 1o set conservative targets in case the development plans need 1o
adjust Senculture, for example. appears to be optimistic forecast given how far away it 1s and
BRAC's mimimal experience with now high producing DFLs.

- Develop a cost recovery model that wall be able to produce a final product sumular 1o the table above
50 BRAC can adjust key vanables and stull forecast the full amount of cost recovery going forward
This might be developed with assistance of some consultants at the next review, however, we behieve
BRAC should focus on how these vanables change and have better tools for forecasting and tracking
COSt IECOVTTY PrOgICss

- Develop a collection sheet for service charges at the branch level This will ensure that there is
information from both the accounts department and the Program side on what service charges are
collected and from whom Most monitoning is done verbally, at this point.
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- For the Sector Revolving Loan Funds. there should be clcar responsibility for collection ol these
loans n the Freld  The Sector PAs and POs should have clear tesponsibility for collection of these
amounts. An carh warming svstem should also be in place to cnsure that these loans arc montored

and do not fall through the cracks  Two sugpgestions mught be

(1)  Include all Secior RLFs. Enterpnise loans. and REP loans on the second page of the APO
repont 1o allow semior management Lo review repayvment performance (sce loan section)

(2)  Mamtam a cap on how much can be outstandmng at any time in an RLF,

- Appoint a senior manager responsible for all sector programs:  Just as credit now has an accountable
senior manager who oversees all credit and savings, the sector programs also need the focused
attention of a single manager  Although the sector speciahist are very techmically competent the
| rowth in Lhe SEC10r PrOgams warmant stronger business management and coordination

6.2.8 In order to ensure sufficient operating capital for a BRAC Bank or credit program.
assess whether there will be sufficient funds available from members savings to

increase loans outstanding to the targeted levels, or whether additional external
capital is likely to be required.

These issuss are discussed in detail in the long-term financial projections, Section 6.2 4 and is
presented in full m Appendix |

6.2.9. Inthe event of a shortfall of credit capital, explore the vanous mechanisms available
to BRAC to access funds from commercial banks, private sector sources and/or GOB

at concessional rates of interest.

in RDP IV, BRAC has proposcd to increase indirectly RCP's capatal base by leasing new RDP
branches rather than purchasing them outnight. Thus is disussed in Section 634 and is analvzed in
Appendix |. In the event that cutsise capital is neccssany 10 suppont RCP, BRAC management has
wdentified the following sources:

The GOB has established the PKSF Foundation 1o receive outsade donor funding and
lend it to micro-credit institutions 3t 2%. To date. the PKSF fund has lent $10 million
(?7). Therefore, if BRAC were to seck additional capital through PKSF, the fund
would have 10 grow substantially. PKSF constitutes an available institutional channel,
but without the current resources to satisfy a BRAC capital need.

- IFBRAC were lo receive a bank charter, it could access a low-micrest borrowing
window ai the Bangladcsh Bank at 4%. However, the trade-ofT is that the BB would
require BRAC 10 comply with 3 government cap on rates for agncultural loans.

- Finaily, BRAC could borrow directly from commercial banks al the prevailing market

raic.

6.2.10, Review the consequences of the proposed raise in weekly savings from Tk. 2 to Tk 5 for
(potential) beneficiaries.
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In January 1995, BRAC increased the mandaton weekhy savings level rom TR 210 Th 5 This change
parthy responds Lo the need for higher savings to support the expected loan volumes  For thus reason. the new
savings policy ts imponant to RCP's long-term financial viabilin

Al the same time, BRAC climinated the GTF and the Insurance pavments. both were previoush levied at loan
disbursement. BRAC reports that in January and February, it has not been difficult 10 collect the larger

amount, but too little umc has passed to judge tius.

Although some members save more than Tk 2 per week voluntanihy, the sverage for all BRAC members m
1994 was Tk 1.8 per week (sec Appendix H). This includes the effect of some members leaving during the
vear. There appear 1o be large differences amount branches of different ages. with notable low savings in
Branch Years 3, 6 and 9. BRAC should investigate thus further

BRAC management has directed that each VO may have up to 20% of its membership saving at the Tk 2
change bears further mmvestigation once there 15 a loager track record.



6.3. INSTITUTIONAL

6.3.1. Review BRAC's policies and proposals in respect of loans outstanding. in light of the
latest and likely future levels of loss and VO closures.

Aller the major membership consolidation in late 1992, BRAC has conuinued to shed both inactive members
and muluiple members from the same family. Although RDP and RCP together recrusted 279.337 new
members, they Jost 105553, Thas loss equals 10% of the average 1994 membersiup. Inactive or non-
participating members lose their interst in the VO for some reasons  Apparently, not all VO members stay
for a ifetume; do they use VO memberhsip — under what circumstances do people jom and do they leave?
What happens dunng thew membershup? Collecting and analvemg these reaons could help BRAC mamntan
and improve its relevancy 1o the acads profile of new and older members.

* Recommendation: We recommend that BRAC monitor the reasons for members” expulsion or
rcurement. The membershup tumover suggests that more information about the development process
ts nooded  Thas wouild assure BRAC that its membership policies are not inadvenenth foraing out
members for the wrong reasons. We have no information as to whcther thus is the case. however, this

pace of membership turnover s important to watch.

BRAC's Sector Programs include several interrelated enterprises that buy and sell from cach other (For
example, n Sericulture, the proposed Grainage Center would sell to the VO members. who i tumn. scil 1o
Reclers, Spinners, Weavers and Printers). As envisioned. cach BRAC-managed enterpnse will have different
financial resources and financial obligations. In this complicated mux of business units. principles of sound
management and prudent financial supervision requare (1) that each business unit recerve clear organizational
mcentives for its performance (e.g., stand-alone financial stalemenis), and (2) that cach busincss unit's
independent decision making be protected from the mfluence of other BRAC operaung units

In practice, we recommend that BRAC

dit de . orting re Programs. Enduw
cmﬂmmm mpq.udlhem&ah:!m ﬂfthewupmd:dmlﬂ:ﬂh
msulated from program arcas (which should provide market knowledge and perhaps references on
the skills of particular applicants). As a permanent development finance institution. the Credit
Program’s judgment as to creditworthiness and abihity to repay must be independent and respected. I
the reporting lines are blurred between the two programs. then nather program wall operate to
maximum potential. Each program’s goals and achicvements must be given the resources 1o succeed
and the room to accomplish these goals

mcwhwmmkcmmmmmmmmﬂupm
Managers in both areas will, of course, be respoasive 1o the other’s needs, however, therr first loyalty
should be to therr home enterpnise. The Credit and Sector Programs should represent the interests of
VO members. whale the RCEs will be nn with primary goal of making their enterpnse financally
viable and producing its own range of positive deveiopment cifects

mhm Bmcmwmﬁummmfmﬂnﬂh
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legalhy isolated from Donor-funded cntcrpniscs. and managed and financed apan from other BRAC
activitics  Thus ensures that the commeraial managess will have indcpendent rovenus and exponsg
records 1o control ther operations, and will be full responsible for mecimg bank obligations.
BRAC should seck in-country legal advice on how 1o protect BRAC assets and Donor contnibutions
from any bank claims i the event an RCE fails

In discussions with BRAC. we skeiched out a possible strecture
HO

Monitoning / Audit

Credit Sector Extension RCEs Social Development

We support this structure, emphasizing that there must be strong. autonomous managers in cach division. of
not, then the structure suffiers from over-centralization. To achieve growth, BRAC must continue to develop
another tier of senior managers. Too much centralization may be as damaging 10 an orgamzation’s cfficiency
and accuracy as 100 much management diffusion.

Recommendation: BRAC's sophisticated and delicate balance between commercial and grant-
funded activities should be honored, as much 2s possible. through formal policies concerming cross-
subsidy and movement of funds among different BRAC enties.

Recommendation: BRAC 15 one of the few development organizations in the world that wall groom
managers who must balance the need for financial viability whule acleving development results with
is target group. Human and community development cannot be adequately captured in financial
results. Managers (from the branch level up) deserve annual performance review that would

Recommendation: Thc scoming “objectivity™ of fnancial statements. and the tempiation to use
them as an casy performance gauge causes some to fear that BRAC will losc sight of its development
mission. Becouse of BRAC's strong organtzational ethic of working in the program arcas and
visiting the ficld offices, we are lcss concerned. However, BRAC should address this head-on by
formulating somc development cnitena or other nuanced methods of documenting impact. We
behieve half-yearly reporting 1s sufficient. Thas mught include personal stones or other nontraditional
information. We share in the general consensus that the Quarterly Statistical Report is less helpful
than it might be

The successful introduction of new income-generating activities for BRAC's 1,000,000 members opens up
new business opportunitics for related commercial enterpnises (RCE). For example. by increasing vegetable
cultivation, BRAC creates a demand for higher quality seeds. By increasing the production of silk cocoons.,
BRAC creates an source that can supph 3 more automated silk production process. In RDP IV, BRAC
requests that Donors help the stant-up of several commeraial ventures that would buv or sell to other Sector
entcrprises. As proposed, the RCEs would be started with 30% Donor funding and 70% commercial bank

financing.



We recommend that the Donors consider the followmng tssucs m docadirg whether to fund an RCE

5? BRACS activitscs i tradstional

mMn@ndﬂnﬂmm mfnﬁammﬂm: In cxpandimng its cconomic
development activitics 1o new fronticrs. BRAC could help the Donors by Iisting the development outputs
from tho RCEs. such as:

Human Development Effects: number of jobs created. salan scale for new jobs. transferability or
“ladder” of lcarnad job skills:

Commumty Development Effects: penipheral external benefits.

Physical Development Effects: improved physical surroundings. renovated buikdines. recovered land.
road improvements, etc

Which RCE hig} A Bousibls teltarts Inchida:

“Muluplier Effects™ In BRAC's targeted sectors, there are certain key enterpriscs that will have
"multiphier” effects m assisting other businesses  Typucalhy, these are businesses that buy from or
supply many others (¢ 2., 3 single Grainage Center that providss sillkworm cggs 1o an eature region).
An RCE with "multiplier effects” sumulates others’ economuc activities and should therefore be a
high prionty RCE.

Release pent-up demand or supply: As busincss scctors grow, the supplicr-customer links may
occasionally got cut of balance.  For example, producers miay make too much of onc mgredient (e g,
too many cocoons and not cnough reclers), or producers may demand more of an ingredient than ts
available (e g, not cnough dayv-old chicks to supply all the Poultry Key Rearers) An RCE that
releases these bottlenecks can have mmportant positive impact.

Linkages to the Target Group: In the supply chain of a busincss secior, RCEs that are cither
immediate suppliers or customers of the beneficiancs will have the greatest positive impact on
beneficianies’ income. For example, a fish processing conter could purchase fisheries” output and
thercfore durectly affect members’ welfare, but a hypothetical now Dhaka grocery store that seils
processed fish may be too distant from benefiting the members

Unique Supplier Effects. RCEs that offer 2 unique and cssential business input are important (o the
business sector’s success. For example, without silkworm eges, the whole Senculture sector suffers
On the other hand. an RCE that offers an improvement that is already wadely available (an
enhancement effect) - for example. an improved fish food that increases fish production but docs not
change the fundamental ccononucs of the busincss — s not as siralcgic an investment.
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uated as businesses. and ps z ICICN < fig i

projections  Durning our visit, BRAC did not present adequate explanation and suppon that would be
necessany 1o raise money from a privale commercial bank. A well-presented business plan would include
description of the market, customers. competitors, costs. proposed managers and thesr background. and three
vears of financial projections. mcluding 3 monthh cash flow unul the enisrpnse brezks sven

Recommendation: We believe the current version of the RDP IV proposal docs not provide
sufficienl busincss information to cvaluate the RCEs in Sericulture, Fisheries. and Poulin Lavestock
We recommend that the Donors seck a clear development justification. business plan and proposal
for the handling of future carmings. This business plan 15 especially important for Senculture

How should future carnines be handled? If these RCEs are commercially successful, then BRAC may
pencrate camings. The Donors options include (1) to allow BRAC 1o spend the camings in a pre-agreed upon

manner; (2) to structure the Donor invesiment as a preferred stock or recoverable grant that entitles the
Donors to recover any available surples. or (3) to structure 3 more formalized Donor review Lo provide veto-
power only over the usz of any available surplus.

Recommendation: We recommend that the Donors consider several options for handling future
carnings streams once BRAC presents a well-reasoned business plan. since the available cash flow
will depend upon the nature of the RCE. We recommiend that the use of any surplus should be highly

transparent to maamuze the temptation 10 use 1 as 2 slush fund

n equin? 1t 15 costomany for the funder of o commercial venture 10

aﬂmchummmmmmxmmhumﬂmdsmlhcprqm This owner's equuty provides some
assurance that the operator wall look afier the investor’s interests as carcfully as the operator's own

Recommendation: Unless BRAC 13 able to offer some contrary reasoming. requunng BRAC 1o

contribute some of its own equity appears o an appropnate policy for RCEs as much as traditional
commercial enterprises. We recommend that the Donors ask BRAC 1o share in the equity imvcstment
in these RCEs  We recommend a minimum BRAC ivestment of 5% 1o 10% of the total project.

6.3.2. Review and assess capability of BRAC staff at Head Office, Regional and Branch
levels, and the instruments available to monitor. analyze and manage credit and
finance.

Since 1992, the RDP Program Stafl has become more involved and responsible for credit and savings
performance. Late paving loans (and 10 a lesser degree. low savings) arc actively managed in discussions
between HO and the ficld  Two imponant organizational changes menit special notice

1 As of December |, 1994, RDP/RCP has appointed uts first Program Manager for Credit and
Savings, Mr. Aug Nabi. Mr. Nabi's career with the RDP Program give his opmions important
weight with field staff. We think Mr. Nabi brings credibility to the position and hus appomtment
indicates the importance that BRAC places on this task.

2 RDP has created an miernal information-irackmng unit named RDP-MIS. Thus is a healthy
improvement insofar #s it indicates a new level of senousness about receiving information that is
immediately useful to program staff  The unit is currently designing 2 quanterly branchwase report,
which we belicve will (and should) include both APO data and monthly financial stalements.
Branchwise reporting and branch-level accountability is essential for BRAC to sustain fast growth
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In this regard, we are encouraged by BRAC's evolution, although the requisite repons are not
designed and the concept not vet tested in the organizational culturc.

Recommendation: BRAC should maintain a strong financial monitonng capability outside the
program arca. Currently, aggregate financial records can be cross—checked by companng the
Collection Sheets (from Program Arca) and the Revenue and Expense ledger (from Accounts)
However. the Program area would be best served by also having independent. frequent monitonng
audits of this information. This would ensure (i) the Program Collection Shocts arc not
musrepresented by field staff who want to please supeniors, (i1) better transparency of the program to
outside consultants, and (iii) shorter ime lag in correcting data errors than awailing accounting
reconciliation.
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6.4. ENVIRONMENTAL

6.4.1. Working with the other consultants, assess likely costs and/or savings involved in proposed
program interventions in order to make them more environmentally sustainable.

We deler 1o the recommendations of the other consultants in this area
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BRAC LOAN PORTFOLIO SECTORWISE ANAYSIS
January - Decomber 1994

Jan Feb Mar Apt May Jun Jul Aug Sep Oct
Taka (million) 070 1,006 1,016 1,034 1,057 1,081 1,112 1,195 . 1,152 1,200
Social Foresty 10% 1% 1% 1% 1% 1% 1% 1% 12% 12%
Vegetable 4 4% % A% 4% 5% 5% 5% 5% 6%
DTW Operation 1% "™ 1% % 1% 1% 1% 1% LR 0
DTW Purchase 6% 7% 7% % % ™ 7% 7% 6% %
Flaheries % 2% % 2% 2% % % 4% a% 4%
Liveslocks 10% 10% 9% 10% a% a% B% B ™ 8%
Poultry 2% 2% 2% 2% 2% 2% 2% % 2% 2%
Cottage Industry 5% 6% 5% 5% 5% 5% 5% % 5% 5%
Sericuliure % 0% 0% 0% 0% 0% 0% 0% 0% 0%
Services 0% 0% 0% 0% o o D% % 0% 0%
Aural Transpont % % % % % % )8 M 4% 4%
Rural Trading 5N 4% M J4% K2R 5% % 5% a5% as%
L Food Processing 0% 26% 26% 26% 26% 26% 25% 25% 25% 25%
— Health 0% 0% 0% 0% 0% 0% D% 0% 0% 0%
Miscellaneous 0% o% 0% 0% 0% 0% 0% 0% 0% 0%
NIBL** a% %
Tolal 104% 105% 104% 108% 103% 104% 105% 106% 106% 105%
APO Jan Feb Mar Apr May duin Jul Aug Sep Oc!
Total
Pasl due
0 whe 80% 1% BO% BO% B3% Bh% 85% Bii% BS% BAY.
1=4 wha 5% B% % % 5% A% 5% 4% A% A%
5=12 whe ) "M 6% 4% A% % 3 % a% 3%
13-25 whka 4 M a% a% In % I% % an 2%
26560 whs 5% M % a% 3% M % % 2% 2%
=60 whks 4% a% 3% 2% 1% 1% A% 1% 1% 1%
NiBL* " %
101% 100% 101% i 90% 100% 109% 100% 102% 100%

NifiL

These are Non - Interest Bearing Loans, which ate those loans thal BRAC managers believe are not collectable

during this lime petiod  When a loan Is on non - accrual, no interest charges are building up; 1his is an

appropriate method ol making sure that the income statemen! does nol thow interest revenue

that, in fact, will never be collected. NIBL loans should include thoze lrom borrowers who will never pay

fof reasons such as. exireme poverty, defiance, death, migration, lamily death, ar physical incapaciy.
'h . e BRAC provided us Ihis information only from Seplembeor 1994 onward.
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BRAC HOUSING LOAN PORTFOLIO ANALYSIS

(January = December 1994)

Jan
Tomal 43
(Tk millions)
Past Due
0 wks 41%
I=4dwks  33%
5=12wks 5%
13-25wk 1%
26-50wk 2%
SI-100w &%
>100wks  10%
Total 100%
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100%
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16%
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RDP 4 RCP Members Admission & Dropout During 1994
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Seclor Budgel Analysis
Composition of Total RDP IV Budget 1986 - 2000

[Tk millions)

Sector

Poultry/Livestock
Fraheties

Social Forestry
Sariculiuee - Core
Sericullwe -~ RCE
Sariculure -~ Total
nEp

Vegelable

Mit Dvpmt Program

TOTAL

HRights & L Ed.

Stall Salary
& Training %
1005 53%
605 47%
759 B2%
1540 48%
0 o%
1540 35%
156 1%
501 a9%
00 0%
6196 35%
01.7

Mamber
Training

28.7
o8
1.7
4.7
o0
7
210
57
00

1431

62.0 -

New Product
%  Dvpmt %
14% 40 2%
2% 115 14%
% 50 5%
11% 100 3%
0% 0 0%
8% 100 2%
19% B50 59%
6% 60 5%
0% 60.0 100%

8% 1865 11%

20,0

* Totnl BUdget may nol equal sum of columns due to exclusion of small budget ilems.

203%

534
22.4%

16.4%

43.1%

16.6%

Copital HO & RO Total  Service % Cost
rvestment Alocation Qudget® Charges Recgvery
450 22% 19.0 2062 60 .4
200 Yo% 1.8 1200 38
50 5% B4 928 49
1750 54% 204 3230 723
117.0 100% 00 117.0
2920 66% 294 440.0 723
00 0% 154 143.0
300 0% 10.6 101.4 437
0 0% 0.0 0.0
6840 39% 1220 17552 201.7
0.0 153 180.0 7
o - Lo . f.--r
0 4= podionk Goofp Gt
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BAAC LOAN DISBURSEMENT FORECAST (1996~ 2000)

Actunl

Sector Loansi  Targel 1994 G 19er 19eR 1999 2000 Tolal

Pruliry Dhistiursnements (in million Tika ) 100 (e 4 Laveky L na o1 LI (AT BAAI
el Voal L Yo% V¥ % by 1% V%
Number of loans

Livestock Dishursements (in million Taka)  (ahove) (LAE] 162.7 22U 175 M54 o614
% ol Tota) % i "% M n L]
Mumber of lnans

Fishary Phistrseements (in million Taka) LR i) FARE | ama 1 r R 4127 1
% ol Tata) 4% % n ' T T %%
Number ol loam

Sericulivre Dishutsemients (in million Taka) /s AT ns b ] 025 L1 m
% of Tonn) tm " " (L.} 1= 1%
Number of lnans A1 kA i on 12,50} RERY

Vegetatile & Drishirsesnents (in million Taka) IM(Veg 8T am 125 L] mn A P4l

Horticulture % of Tolsl 1% y " " % " 5% “n
MNumber of lnans L A5 S Lo G0

Sociol Vorestry Dishisrsements (o million Taka)  (slwve)) I bR n ALY ] 4% IAnd
b of Total g 1" 17 1% 1T 1
Number of loans Asan A fi, 400 .55 LT

Total Sector Loan Dishursements s 7758 U205 T [/ PR T TV AP e A

%% of Total Dishursemenis 20 2007 AL 0% 2% s

Loans for Traditional Activities: Y124 AR L 4.0 448 smo o A

% of Tatal Dithursements (LA LAY £ 3TN 8% LY

Tatal Dishursement Target (Tk millions) 2097 AR R KT LI LN 61 MW

%% of Total Dishursemaonts 1 ({1 s 10 L (33 1=
Howe: "FTNE THETES 1tk ety T riE o e T e e )

arid |bashing (wliely sk ¥79 g 1AM didmraiigining
Contlusion: = o the RV IV document, TRAC viates s milention o make secior bvans W% of e porifolye
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BRAC LOAN DISBURSEMENT FORECAST (1996-2000)

Supporting Schedules
No. of Branches 1996 1997 1998 1999 1000
Branch Age
1 3o as 0 0 0
2 <0 a0 s 0 0
3 47 p 5 30 kL o
4 2% 47 1] 30 i
5 20 25 7 53 30
6 30 20 25 47 £3
7 4 | ip 20 25 47
8 19 21 30 20 2
9 20 19 2 ig 20
10 20 20 19 a1 30
11 10 20 20 1% 21
12 10 20 20 19
. 13 10 20 20
14 10 20
15 10
Toual 282 330 330 330 350
Disbursements for Model Branch (Tk 000)
Branch Age 1997 1998 2000
1 3,750 3,750 3,750 3,750 3.750
2 6,600 6,500 6.600 6.600 6,600
i 9,800 9.800 9,800 9,800 9.800
- 12425 12423 12.40% (2428 12428
5 14,000 14,000 14.000 i4.000 14,000
6 16,000 16,000  16.000 16000 16,000
7 18.000 i8.000 18.000 15,000 13.000
8 20,000 20,000 20,000 20.000 20,000
9 22.000 22 22,000 22,000 22,000
10 22000 22, 2000 22, 22,000
11 22000 22000 22000 22000 22,000
12 22,000 22000 22000 22000 22
13 22000 22000 22000 22000 22,000
14 22,000 22000 22000 22000 22000
15 22000 22000 22000 22000 22000
Total Projected Disbursements (= # of Branches x Model Branch Disbursements)
Braach Age 1996 1997 1998 1999 2000
i 112500 131.250 0 0 0
Z 264,000 198000 231.000 0 0
3 460,600 S19400 293000 343000 0
- 310.625 SEN9TS 6S832F  ATL7S0 433575
5 250,000 350,000 oFEO000 742,000 420000
(1 450,000 320,000 400,000 752000 $45.000
7 378000 530000 360000 450,000 846,000
8 350,000 220,000 600000 400,000 $00.000
] 430,000 415000 462000 680,000 420,000
10 440000 430000 213000 452,000 460000
i1 220,000 440,000 440000 415000 462.000
12 0 220,000 430000 430,000 418,000
13 1] 0 220000 430,000 440,000
14 0 0 0 220,000 440,000
15 0 0 o 0 220,000
Total 3765725 49580615 5181525 5699750 611887

f



BRAC SECTOR LOAN DISBURSEMENT

Supporting Schedules

Sector
Poultry

Livesiock

Social Forestry

Total for Social Forestry
Vegetable & Horticulture

Tarpels

Na.ol Pouliry Worker

Key Rearers

Chick Rearers

Pullet Rearers

Model Rearers

Hatchery

Feed Seller

tolal so. of borrowers

Loan disbersement (Tk millioa)

No. of Cow rearers

No. of Goat rearers

Total no. of borrowers

lcan disbursement (Tk million)

Carp/prawn poheulture

Sarputi culture

Carp nursery

Prawa

Small hatchery

Loag disburzement (Tk milkioa)

No. of Silkworn Rearers
Ave. loan size (Taka)
Loan disbursemest (Tk millioa)

Fores: fruil nurscry

Number of Borrowers

Avg. loan size (Taka)

Loan disbursement (in 000 Tk)

H ]
Number of Borrowers
Avg. loan size (Taks)
Loas disbursement (in 000 Tk)

Agroforesiry
Number of Borrowers

Avg. loas size (Taks)

Loan disbursemeant (in 000 Tk)

No. of borrowers (in 000)
Avg. loan size (in 000 Tk)
Loan disbursement (Tk million)

Total Sector Disbarsements (Tk millions)

FORECAST (1996-2000)

SECTOR- WK

1996 1997 1968 1999 2000
1500 1.750 1] L] 0
35,000 32500 17500 ] L]
7 650 350 L] L]
1,235 1248 1245 0 0
2490 2,490 2490 ] L1
410 410 410 0 0
30 3s 1] 0 o
41375 39,080 218498 L] 0
560 680 767 569 58
21,500 37.600 44,700 49500 49,500
21,500 37,600 44,700 49,500 49500
43,000 75,200 £9.400 20,000 99, (=)}
1433 1627 2343 155 2454
1563 201.6 2R 5 297.0 3208
25, 308 373 41.0 130
14.0 175 210 45 8.0
26 71 129 16.0 204
18 09 06 0.6 0.0
2001 2579 3283 321 4122
5,000 7.500 10,000 12,500 10,000
5000 5000 SO000  S000  S.000
20 @S s00 g5 S0
2400 Z 3.000 3,000 3,000
4,000 4,000 4,000 4.000 4,000
9600 11200 12000 12000 12.000
100 0 400 550 &00
5000 5000 5000  S000  5.000
500 1250 2,000 750 3,000
LO0O 2000 3000 4000 5,000
6,000 6,000 6,000 6,000 6,000
6000 12000 18000 24000  30.000
161 245 32 =8 45
40,000 45000 50,000 55,000 60,000
5,000 5,000 5.000 5.000 5,000
200 bt 250 275 300
6405 7756 9713 10208  L1I86




RDP/RCP MODEL BRANCH

Assumptions v. Actual

Yrl

Yre2

Yri

Yrd

¥rs

1989 9192 1993 1994
Proj. Rev'd Iat’l lat’l 1993 1994 Consult
Characteristic Doc. _Budget  Targets Targets _Actual  Actual Estim
# of Members 2.500 2,500 2,500 3,200 31 312
# of Loans 600 700 1,200 2500 954 1,595
Avg Loan Size (Tk) 1,600 1,600 1.200 1.500 1,708 2045
Ye—End OS (Tk) 612 679 851 2053 1317 2453
Dist. (TX) 960 1,120 1,440 3,750 1627 3262
Savings (Total) 150 156 192 284 414 $53
Savings (Owm) 85
Group Fusd 38 45 57 - 45 114
# of Members 5500 5500 5500 4,800 4211 4,606
# of Loans 1.400 1800 2500 3,000 2252 2795
Avg Loaa Size (TX) 1.857 1533 1.500 2200 2054 p . . ]
Yr—End O (Tk) 1858 2192 2853 3946 2738 4034
Disb. (Tk) 2,600 3300 4,500 6,600 4642 6331
Savings (Total) 57§ 841 i 786 968 1392
Savings (Own) 3
Group Fund 1424 177 237 - 171 288
# of Members 6,000 6,000 6.000 6,000 5070 3752
# of Loams 2400 3,000 2500 3,500 3117 4382
Avg Loan Size (Tk) 2100 2100 2.500 2600 2241 2366
Yr-Ead O/S (Tk) 3832 4478 4815 6,063 4345 $587
Dk (Tk) 5040 6300 7.000 200 6,985 10368
Savisgs (Toul) 1,150 1.436 1.667 1587 L44G 2159
Saviags (Own) 450
Group Fund 34l 429 517 - 397 $30
# of Mecmbers 6,000 6,000 6,000 6,000 5491 5547
# of Loans 3,400 4,000 3200 4,000 1542 4,283 40
Avg Loan Size (Tk) 2354 24483 2.800 3,100 2594 2781 3
Yr-Ead O (Tk) 6457 7.306 6,493 7.937 6,347 7.008 65
Disb. (Tk) 8,140 9,770 £,960 12425 9,188 11310 10,5
Saviags (Total) 1,750 2404 2656 2432 2129 2592
Savings (Ows) 1012
Group Fuad 655 820 £7s - 91 797
# of Members 6.000 6,000 6,000 &.000 $350 6,043
# of Loans 4,000 5,000 3500 - 4000 3540 4297 4K
Avg Loaa Size (Tk) 2715 24892 2200 3500 2511 3,040 3
Yr—End O/S (Tk) 9,050 10,361 7482 9,220 7413 §3a2 8
Disb. (Tk) 10,860 13,460 800 14,000 8,888 13,065 1250
Savings (Total) 2150 3,557 3,585 2503 2064 3054
Savings (Own) LET3
Group Fund 1104 1358 1,268 s 438 889



RDP/RCP MODEL BRANCH
Assumptions v. Actual

(Cont'd)
1989 9192 93 94
Proj. Rev'd Iat'l Iat’l 1993 1994 Consuliants
Age  Characteristic Doc. Budgel Targets Tarpets _Actual _Actual Eslimate
Yré6 & of Members 6,000 6,000 6.000 6,000 5549 6,000
# ol Loans 4,000 5.000 3,500 4,500 3355 3E5 4,000
Avg Loaz Size (TX) 3130 - 2810 3,000 3,600 3113 3,065 3,400
Yr-Esd O (Tk) 10,949 11,666 8131 10,640 £.968 £8.556 8911
Dish. (Tx) 12523 13,750 10,500 16,000 10,445 11,813 18,000
Savings (Total) 2956 4,725 4,750 3.948 2,799 2,664
Savings (Own) 2202
Group Fund 1,605 1.908 1,688 - 1034 701
Yr7 #ofMembers 6,000 6,000 6,000 6,000 5493 5,755
# ol Logns 4,000 £,000 3,500 4 500 3.599 3,772 4 000
Avg Loan Size (TK) 3395 3230 3,100 3,750 3118 3587 3,600
Yr—Ead O/S (Tk) 1228 12,954 8513 12,056 2201 9558 9497
Db, (Tk) 13380 15,650 10,850 18,000 [§ Arrqg 13,532 14,460
Savings (Total) 33550 5.958 5832 5220 3.241 3588
Savings (Own) 2626
Group Fund 2,148 2510 2122 - 1024 1,105
Yr8 #of Members 6,000 6,000 6,000 6,000 5.79% 589
# of Loans 4,000 5,000 3,500 4,500 2878 4203 4,000
Avg Loag Size (Tk) 3,500 3,430 3,200 4200 2,734 3919 3,600
Yr—End O/ (Tk) 12879 13,760 £539 13,361 9.486 11302 9615
Disb. (Tk) 14,000 15,750 11,200 20,000 7,568 16,473 14,400
Savings (Total) 6,932 6452 2487 427
Saving (Own) 2965
Group Fund 2570 - 683 1.195
Yr9 #olMembers €,000 6,000 6,000 6000 N/A 6,162
# of Loans 4,000 5,000 3,500 4,500 3379 4,000
Avg Loan Size (Tk) 3,500 3,430 3,200 4,600 3,586 3,600
Yr—End O/S (Tk) 12879 13,760 5539 14,859 9,765 9,655
Disb. (Tx) 14,000 15,750 11,200 22 000 11.759 14,400
Saviags (Total) 6932 7.790 2582
Savings (Own) 3235
Group Fund 2,570 - 5T

F-2
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Members Own Savings: 1904 and 1993 Data

194 (L2T]
1" Tlasing Nal Het Chamge 1980 ) Members (Pwa] (Tesng Nal
Honmah Avarbge 1991 Aviual Muviag 1990 Membars Nwn]  Contpibotod | Membess Ny (L2
Age  Mambeny Ows Bavingy  Mombars Nen Fer Membes Fer Week Savlngs Moanehes
Total Yin T LTEILETT [FRILNIT an ] S asiaes (L1l
Yie M .- ™R 119 o TLALE Y "
Yid (L ¥ H [T NG (LU R oAy & TR ™
Yol el (LYW R TR AT LALY] na LTS LRI "
Yis Ian s wlrr LIARTY jLB an FLAFLA ] "
Yeid T 0% nanag [LEFLRTY LI F ] R U TLELT] n
Yol Iag dmi FARL B H LA ST in ELR TR w
¥Yed IirTas masanm LETUS L] mi i By MW m
¥l L8] 11080 ) AR LT 1Al i FIRTLE LY n
il JLLAL [RALN I Lidiaia e 141 LnariTy "
Conclusion:

I LWL, e wvmamge caiiibnlienn weebly (nia Sembers Cwe Savings man Th LA

Thinoatuntntad by Wibing VL Clusing Boabatan wl Wambays Ohn Sanings bos vhe VI Clanang Balusay

iwilaid by dhe mimbien of memibiern, o i divkdedd g 50 wrak pee yeag
Thinenlemlatiiom iy based pn #ading Balonorn amd iferefoe 0 enpteivabile i

e wnvbmpn ol e wloern b mwo Daten wupe ol doprimg 1090w lid lave imeveaseqd the svarnpes
Hrarmobwien, Lt projeoting BT Bannrial prosbiian ai prar end, the pei s mbes lgae b oapllosng, pnee

Phia 00 the bashs ol the Mh nhingiie,

Mlasing MNal
Membess Mun
Fae Hromeh

LWLI%
(FLES ]
LIAAsn
A ELAA]
I my
1720, am
LysLnag
[RT N T

(LAR

g

50wkt

(LL))

Tlouing Mal
Mambros itup
thew Sawings

(LA ILR])

Pinza At
$5. 50078
Wi
FERT TN A H
AN K LH
FLNE AL
FERTIR LT

Aasian
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[RILELT]

Jamy Wiy
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Effect on RDP of Lease v. Buy
(thousands of taka)

Age ol Branchey
¥rs

Tettal Aeanches (ROPHT + RDP 1Y)
Taolal Branches (RDP IV only)

BRAC Proposal (RDPIHI 4 RDELY)
Salew Priee / Mranch = Land sod Building s Cost

P'otenial Sole Hevenue to RI* = Y 5 Behs x Price f Tich

Proposed Lease Revenve/Y'r
Proposed Lease Revenue ta RO = Total Neha 5 1 emse Price

Foregone Revenoe = Potential Saled Wev = Leave Rew
Cumulative Foregone Revenue = Hifective Incredse in RDP IV Reguest

Consultants Proposal (RDPLY only)
Sales Vrice ! Dranch

Patential Sale Revepue o BRI = Y § Behs 1 Price / el

PMroposed Lease Price/Yr
Proposed Lease Revenue ta RDIM = Total Dehin x Lease Price

Foregone Revenue = Poleatiol Sales Rev = Lease Moy
Cumbinive Vosegome Revenne = Flfoevive Inerass i WHP IV Regwest

o
1
.
9
n
3]
12
1A
14
b}

# Thcha & Wihn # Il # el # Nehs # lelin # Behx o Nuhs

ey 194 Xl 170% !'F‘ﬂ I‘If*% 1999 2000 Tapral
- 4

i 1] 3 LT

an 28 47 53
pl1} L 41
— n n

N
M Al m o 15 ing 215 245
mn 45 1 145 175
1.500 1,501 1500 1.500 15000 1,500 1,500 1,500
A o 45,000 Mnion s T, 500 05000 A5
i 75 74 75 73 ™ 74 rA]
1,90 A0 5.290 i, 750 R 425 13,1450 16125 18,275
b1 RN 17 5wy 3,150 P L MRS 4 N0 [ W 5515
i i ML R AN D1 ATS 150,228 A 240,229
1.5 1.5 1.5 1.5 1500 1,50 1,50 15000
] i i Wi 3.5 00,500 o500 450001
2] 75 75 7% 7% 75 75 74
i 1] ] 150w 375 £, 00 1LRTS 13,123
n i N 28,500 M 128 (A NCE nAAS ALRTS
0 0 0 LR G1A1%  AIRILS dASn 1I0.TIS

« e0PTL

= LYPIL

TN

220,728

Conclusion:

PEAS provypwises Dt T should lease braghivs Trons P, eatlier Uian preechisse tam ontnghis,

PULAR prevaprsees b bephenseend Diis dvie beathy IO and R TV branches, Bin a
Girhal gt biverwase b e SO TV budged of Tl 296 il Wi,

Commultans peopome it s opaion should apply only w e R TV branehes, for o

Justal pgdscreung in the ROTIV ldggial Lk 227 milliog,
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Calegory

Gonoral Loans

Loan Amount (Tk)

151 Loan Th 1000 upto max 4000
axample. Tk.1,000
Tk.4,000
2nd Loan up to max Tk 6,000
example. Thk. 6,000
3rd Loan up 1o max Tk, 10,000

|AATPI.

Th. 10,000

Housing Loans' Tk.2.500 up lo Tk.6,000

Enterprise Loansup o Tk, 25 000

Soasonal Loans 20 weok loans

BRACGC CREDIT PRODUCTS

Weokly Pmt (Tk) Total Pmi{Tk)

15% Nt rale over 4Gwhs
Th.25 per weak
Tk V00 per week

15% Nal rate ovor 46 whs
Tk. 50 per woek

15% Nat rale over 46 whs
Th 250 por week Th. 11,500
weekly payment calculated

based on 10% annual

interast rate

weokly paymen! based an
15% Mt rate over 46 whs

woekly payment hased on 10% lal rale

Uses

funds sconamically viable
micorentarprises;lo increase
the sell - sufliclency of the
entrapreneur VO members

fund 1o construcl house
occupied by VO members

“wnierprise axpansion
* employment crealion

visgotable/lish cullivalion

Eligibility

* YO members with 20+
mambarship

* Saving equal 10 2% of the
loan amaunt

* Savings equal lo 5% ol the
loan amount

* Savings squal o 10% of the
loan amount

*Bavings equal to & months
equal lo the loan instalments
for the same period

*only one loan par househald

waparenced YO members with
proven record






