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GRAFT SUMMARY
BRAC MID-TERM EVALLUATION

Febrruary 1092
. INTRODUCTION

1.1 The Mid=Term Evalustion (MTE) has been undartaken on schadule, as required
in the ROF I1 and ROP Project Document. It has been preceded by an Annus! Review
(Novembar 1900) and by five special reviews focussing on fnstitution-building:
the Non-Formal Primary Education (NFPE] programms; BRAC's training cepacity;
savings and credit activities; and selectod economic investmonts among VOs. A
oesision was made by the DC to salect consultants who wers not familiar in dotail
with BRAC. The aim was to permit the most cbjective possible assessment of
BRAC's effictancy and effectiveness, asgainst o background of existing and planned
axpans 1on.

Mathoodg | ogy

1.2  Tha WTE has organised its work az follows:

*  Review of information, data and snalysis from within BRAC.

* Reoview of sscomlary scurces, related to BAAC and to the context in which
BRAC 13 operating.

* Interviews with sanior sanagers and programme spacialists in Ohaka.

*  Tha commission of a Spacial Study on Cradit Repayment, focussing on credit
dipcipline during calendar 1997 and covaring a tota) of 400 borrovers Trom
two relatively new ROP Araa OFfices and two RCP Branches.

*  §rief fiald visits to as many differsnt parts of DRAC's operating areas as
post ibla., Fleld work included interviows st nev and old Arsa Offices{AD);
RCP Branches; VOs; NFPE schools and parent meatings; with both individual
and group sesbers and borrowers snd the perticipants of a Women's Advisory
Committos (MAC) Workshop., Interviews wers held also with a few non-ERAC
mgebars .,



.4 Limitations of the evalustion The MTE has exercised caution in
interprating inforsation based on limited exposure to BRAL, its activities and
manbors. The WTE has not conducted eithar resaarch or an sudit. At the time of
writing *I_ data gaps resain.



2.1 BRAC pursues two main develooaent goals: alleviation of poverty and
Empowsreant of the poor, spacifically the lsndless and poor vomen, The specific
object ives of the presant Lhrom year funding period 1960-92 are Lo implesent a
composite Rural Development Prograsme (RDP [1) and to establish a self-supporting
credit institution, the BRAC Sank (BEP),

Resourses_and Perfarmance

2.1 The total donor resources committed wers § 4im. Performance to physical
targéts Is susmarissd in Annex Table A.1. In terms of numbar of ADs, VO=,
sembard, loans, dishursesents, gross loans 0/5 and savings, BRAC has exceaded 1ts
forecast. Table A.2 sels these achlovemenis in parspective over 1971-1891,

2.3 Table A.J and A.4 lay ' out Tinancial perforsance to budgst Tor RDP 7 and
RCP, Tabla A.S states RCP Income, from January through Decembar 1981. Table 4.8
sats out BRAC Staff position (provisional) st 31.12.00,

2.4 Under the NFFE, BRAC cpenad 6003 schools with 180080 students agatnst a
targets of €000 schools for 1991, Performance data for Training have not bean
datermined. (For sectoral programmes see Section 3).

Financial Overyiew

2.5 Performance to budget BRAC tracks its performance and reports to the donors
relstive 10 the most recéent donor-spproved budget. BRAC compiles results Tfrom
th original funding date, January 1, 1990, Variances betwoean parformancs and
budget are not astrame which reflects on BRAC's financial management and the
updating of the bLudgel Lo meetl actual resuits achieved to date. The notabls
items In BRAC's financial performance are as Tollows:



(%)
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disbursements are on target but higher than anticipated outastanding
loans 'mplias that msore Jong-tarmm Joans have been =ade and thst
repayssnt of principal is clow.

disburgesents are on budget, although there's was &4 largs Increase iIn
the fourth guarter of 1991, dus to seasonal inCreases.

disbursesents per branch are behind budest because the mumbar of
branches is above budgst.

the distribution of loans amona long, medium and short is different than
projocted: there are mors long and short, while BRAC has discouragsd
madium Toans,

RODP-specific:

(v}

(w)

(wih

Lwii]

vt}

fin)

BCP Conts: As discussed below, ROP bears the cost of training at RCP
branches for two years after their sale. The cost of ACP training was
Th d million owver budget. This may indicate that the ongoing tratning
coats will De higher than anticipatad,

Sector Prograsses: Overall, this was Th T militen over Budget dus, in
part,' to increasa in lending Irrigation programs.

Branch and Regional Operating Costs: Oue to higher salariss this was Tk
15 mi11ion over budgut.

TARC: WNow TARC centres were Aot Luiit as planned, resulting ina Th 18
mill1on under badget item. Howsver, the Tand and development cost ia
overbudget, suggesting that the finishad construction cost may be over
budget .

NFPE: Ovarall, NFPE 15 Tk 4 mi1Tion ovar budget, The results show that
Fiuld Supervision and Travelling are significantly over budget, wheress
Teachwr Training and Salary are onder budget, signalling training
bottlenecks .

Managesent Dewglopeent: &s with the TARCs, construction of a Principal
Training Facility and a FRural Campus wers Dudgeted but not yat
constructed. Land and dovelopment cogts are already over budget, and
therafore the finished cost also may be over budget.



RCP-specific:

(=)
(=il

(n11)

FRELD.

Fized Asssta: Tk 12 million under budget for unknown ressons.

Mesters' Savinas and Interest on Deposita: Sevings were Tk 11 million
over budget, and coazsgupntly RCP garned Tk 1.7 million mors than

budgnted .

el L ==Y L 3 This conaists of
mambars” funds that are temporarily hald on their bahalf. This was not
anticipated in the budget, and it Increased BRAC's access to liguid
funds.

fcanch, Begionnl and H.0. Operating Expenges; These were a combined Tk

1.5 mi1110on over budoet, without axplanation.

e Ll iR,
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3.1 Einsncial Regorting : Leen Quality snd Methogs of Calculating Repayment:
BAAC s methodology for tracking lscan quality does not provide ssnior managesent
with sufficient information to identify a detsriorsting situstion in a timely
enough manner to take corrective Bction. Loans are classifisd as:

(1} Current, meaning that the Toan s in ita original term regardless of
whithar all repayment instalimsnts are pald up-to-date:

(41) Late, maanifg that the original losn has matured and the remaining
outstanding balance has besn re-amartised;

(111} Overdue, maaning that the borrower has not repaid the re-smortised amousit,

(1w} W¥T or Not Yat Tranaferred, meaning that the borrowar refused to re-affirm
nis/her obligation when BRAC adopted more rigid credit policies a few
FeArs ago.

3.7 Under this system, & truve loan repayment rate cannol be calculatsd. As an
spprosimation, we swsmined trends in the percentage of total losns that »re
Ovardua and NVT, on Lhe assumpt fon that thess wers the most difficult to collect
(porhaps wncollectible). In the third guarter of 1891, Overdus plua WYY as a
parcentage of cumulstive dishorsements incresased from 71.3% to 1.88, This trend
suggasts a deterioration in the lcan portfolio®s guality. In addition, the
#¥ \denca suggests that the longer torm collective loans are not paying regularly.
The saverity of the problem 13 masked, howover, as these loans are stil)
classified as Current, even if numerous inatalment payments have not been made,
on the basis that the maturity data has not yet baen roached. BRAC currently
maintaing & loan loas resarve of 2x of cumulative disbursements. while it doss
not appear that BRAC faces imminent dangsr due to Yoan defaults, the existing
monitoring system doss not yield the nacessary information to be certain 17 the
current ressrve is adeguals.

3.2 BRAC haz alrsady desipned & such—improved Ageing By Account report that
should be usable by March, 1932, This report reguires some fine-tuning, but 1t
will be & substantia! improvesent in monitoring loarn repaymant.




facomsandation: An internationzlly scceptad method for the calculation and
presentation of a loan delinguency ageing rale should be adopled and appiied to

better manage the loan portfolio’s guality. This report should separste
eallactive and 'ndividual schomes.

3.4 A properly prepared dalinguancy agsing system will report on both (1) the
collectivadiscipline of the lending oparation, and (7) tho smount of risk in tha

partfolio

{principal outstanding (& actua) instalmants

of dalinguent loans an a percent of received an & percant of
total principal outstanding), total instalments expected)

Both massurements should bo mads for all categories of late loans.

3.6 Mrite-Offs and Loan Loss Provision. As a matter of prudent accounting, a
policy should te adopted for the timely “write-off™ of loans that are least
Tikely to be collected. This accounting policy efforts to collect the loan in
the Tiald. In sddition, s formuls should be adopted to delermine snd maintatn
tha sdaquacy of a reserve for unsmticipated Toan losses.

1.6, Sranch-wise Accounting. At pressnt, BRAC wtilites a “cash flow™ form of
branch sccounting (alsoe tncluding depreciation sxpense). AL tha end of sach
month, tha ROP and/or RCP branch manager prepares a statessnt which Tumps
together such diverse 1tams as loan disbursements and repayment, intarast
callactions, savings balance increases, and operating sspenses. The bottom 1ine
shows whethar the branch requires more funding or not. The statement does not
show the amount of oparating loss or profit; there 15 no balance sheet to carry
forward the accumulated cparating results from prior periods.

3.7 BRAC should 1nstall a aystem of branch office accounting basad upan
internationally asccapted principles. Such a system would contribute
significantly to the achievemant of savaral BRAC ang donor objectives:

{1) EBranch performance could be msasured over time in absolute snd relative
torms; the aff iciency of resource utilization could be measured;

(11} Trends in the coat per sesber of providing RDP services could be monitored
and plannad over a multi-year tarm;




(111} Long-term donor assistance could be guantifisd snd projected:

(iv) Brsadlh versus depth assistance trends could Da sonitored;

(w) Financial condition st the tise of transfer Trom RDP to RCP could be
cbjectively and uniformly sanaped.

3.8 Gudgetis, To sccommodate the devaluation of the taka and BRAC's demand for
fumis, tha budget for RDP has changed twice (May and Decesber 1991), and the
budget for RCP has changed once (Decembar 1991).

This updating of the budget distorts the financial management process becauss the
budget 18 adjusted to mset actual parformancs.

Recosmandat lon;: Do not update the budget. ITts integrily s necessary Lo measure
performance and planning capacity. When mecessary, “forecasts™ and funding
schadules can be adjusted.

Income Generaling Activities

3.9 Cusulative lcan Jdisbursessnt through RCP/RDP increased from T 473 an in
Decembar 1909 to T7.7274 mn in Gaptesher 1997, an incroase of 170X in 71 months.
The 24 month i‘ncrease of Th.28T afllion to Decesber 1997 is reported #n Table
AN, Outstanding loans amounted to Th.213 sn in 1989 and T,.520 sn in September,
18481,



Table 3.1 ROP/RCP Loan Disbursssent by Sectors

TABLE 1 FDE/RCF DISBUNSEMENTS BY SECTOR ([Tk.DDO)

Cumul. Por 1/1-80 Par /1= Far

Dec. 8BS Cant 3I1/12-90 cent - Cent
Agriculture 57330 12.1% 6253 .03 resl 1.9%
Irrigation 34038 1.2% 29203 T.4% 35634 8.7%
Fisharies 4810 1.0n 2002 0.56x 5219 1.5%
Livestock g155s 7.0 | 118524 29.5% Ti883 7.ex
Fural Iedustry 20147 5.5% T1D46 5.0% 18450 4.6m
Rural Transport 15223 3.8 F2 Al ] T.4% T1E49 §5.3%
Rural Trading 181368 M.\ |1e4758 41.9% 226284 55.3%
Food Processing TiT14 - 16 1% 25719 6.5% 207719 5.1
Haalth (1] 0.0a 353 0.1% 819 0.2
Higcs | lansous B0 L r i 0.0% i 0.1%
TOTAL AT344T 100.% AE a5 100 . 0% A09025 100.%
Collact iva Losns &35TY .Ix s B.31% ERAT 8.2

Source: RDP/RCP Statistical Reports, Dec. 89, Dec. 90, Sept. 91

Analysis

3.10 Rural trading haz significantly ncreased fts share of total disbursesents To 55%
during the Tirst nine months of 1001, Collective loans have oecreased slightly in
relative terma, and rural fndustry - often assessed s Typically higher value added
sector - has resainad stable around $1. The 12 sost tsportant individual activities
represent 928 of total disbursesent from January to Septamber 1981,

3.11 A koy roason for the increased share of rura) trading loans I8 the rapid
gxpansion In now borrowers. In view of the objective of expansion in breadth, the



incraased concentralicn 12 nol assessed as a problem at this stags though more
attenticn V& neadad by BRAC to tha consaquences of such concentration. FRural trading
in genarsl provides a reasonable return with aversge repayment parformance. Availabls
avidance also suggests that the portfolio becomes more diversifiad as arsas/branchas
ign. RAural Trading in RCP conetitutas 38X while it is BIX in RODP.

5.1 Rural trading, rickshaws and 0TW account Tor 08X of male borrowing while trading.
Tivestock rearing and paddy husking account for 80x of fesale borrowing. by activity.

3.1% The gquality of the loan portfelio s in gensra) satisfactory with one fmportant
quest igrmark, namaly OTW logns. Most other activities sppear to provide s net profit,
and avallable repaymant evidence supgaest: few major problem areas. Loans to frrigation
aré increasing in importance from 11.5% in Decamber 1990 to 12.7% or TEK.60 mm by
Septembar 1991 of total ROP/RCP Toans outstanding.

3.14 BAAC has had a mixsd axperience with coliective loans, and especially Toara that
compr ise groups with sore than 10 people. The management and organisational problems
inherant in such vantures have proven to be consideraSle, and ORAC has reduced 1ts
commiteent to collactive schemes othar than UTw's. Of tha current Toans classified as
colloctive. DTw-ralated Joans constituta 83x of all disbursements 1n the 21 months to
Septombar 1991. Based on the problems encountered, collactive loans sust be carefully
raviewed with particular attention to group sire.

1GVED

3.15 The numbar of beneficiaries of the IGVGD Progranmme increased Trom 38,000 at tha
end of 1950 to 60,000 by December 1661. The Prograsse has ylelded substsntial positive
affects for the targel group, Inciuding increases in income, by promoting low-risk
higreraturn activities. Poultry 's mansgesble for woman at their homastend amd tThe
outputs pormaily in high demand. BAAC collaborstes with GOB in the Programme, and the

cooperst ion has been affective.
L]



Paralega) Programme (PLF)

.16 The PLP im 1907 expanded by 200X over 1890, and 1n tarms. of PLP laarmars the
schiavemsnt was E/% of targst, or 20,158 against = target of 23,080. Tha
underachievemant of target in 1991 is due to drop-outs in the fiest half of the yaar.
ovsrall, the programme fs 9x abova target in terms of Tearmers. Over B0X of PLP
learnars and closn to &5% of PLP Grom Shebikas are womsn, BRAC studies suggest that
the training of paralegals, the teaching of group members, and the materials used are
affective in transferring key information to members.

Non-Formal Primary Education (NFPE)

317  in Decembar 1591 there were 6003 schools - 3170 NFPE schools and 2233 schools -
with 160,000 students and 5300 teachers. Low drop-out rates, low rate of absenteeism
and good parformance of the students indicate that the NFPE is emerging as an afficient
aducaticnal system for the target group. The drop-out rate of teachers is 1lkewisa
vary Tow, only 5%. The demand for BRAC schools continuously has grown and at present
BRAC can only meet about 40X of tha demand fram aligibie children.

Suppart Services

310 Sestor Prograsmes. EBRAC has created a sophisticated and innovative suppart
stryctures within the Ssctor Programmes (n Sericulturs, Livestock & Poultry snd
Flshorias that Invalves both BRAC staff amd mesbers. BRAC has shown real innovation
in training and supporting borrowers: Lo take on extangion tasks themselves. Using
borrgwers crasies jobs, onsures services and enhances the sustainability of sctivitias
by intesgrating the support ssrvices into the rural anvironment.

3.1% The achievemants of the sector prograomeas vary, with Livestock & Poultry and

gariculture overmchieving or ocoming vary ciose to targets. There were over 58,000
L ivestock rearars and 85,000 poultry rearers by the and of 1691, or 104% and 98.5% of
cumulatt¥n 1991 targets respactively. Fisharios have done leas well: 1.e. the number
of Bherputi ponds was only 50X of the cumulative targat in 1881. Sericulture has
expanded stgnificantly, and produced 3 tonnes of 11K 1n 1991, or approximataly 0% of
the total production in Bangladesh. Sericulture appears to be one sector with

i1



potential for rapid sxpansion, Wwith tha ability to empioy a3 large number of monbers.
Irrigation bas hed sevyere problems in 1991, Only 102 of the OTWs sarmed incoms Lo
sarvice Individual loan cbiigations, assuming a 100% distribution of Incoms to members.
Further, BRAC intends to increase the mmber of DTW's from the current 600 to 950. A
Fabruary 1892 report by Mott HcDonald on the DTW isaue Tists & mumber of sctions
necessary within credit recovery training; managesent and operations 1n BRAC to address
the current problems. The MIE 1s concerned that an expansion will absorb an increasing
amount of managemseant and parasonngl resources which might have négative effects on othar
parts of BRAC operations. Tha WTE therefore endorses the conclusion of the Mott
HecDonald report to consolidats OUTws and to thoroughly screan any sdditional units,

Rural Enterprise Programme (REP)

3.0 REP performance has improved during 1990 and 1801. Twelve projects can be
pnsesz=ad 4 successTul™ In tarms of beding tranaferrod to ROP/RCP maimatresam cparation.
The only substantial failure has been the Power T1ller project. HRural restaurants,
spiculturs, and small fish hatcheries (the First tuo almost exclusively for women), are
providing ancouraging results. Positive features of the current operation are
attont ivonass Lo field sxporionces and close cooparation with the sactor programmas.
Howaver, REF may be spreading its efforis too thinly and would benofit from deciding
priorities and tasks in & more structured mannar.

Women's Advisory Comsities:

3.21 The WAC wes established January 1981 with 10 membars, expanded to 15 to include
all m=in programse arsas and reprecsentstion from ACs and TARCs. The WAC reports To Lhe
Expcutive Director on the 'gendar adjustments’ which might be regquired to further
improve Lhe working conditions of BRAC female employess so that they have scope for
developeent egual to their male counterparts, and to draw attention of Programme Hesds
to any shortfalls in °gendar performance®.

.28 Among 1ts sccomplishments to date has been the idemtification of the nead for
furthar staff training on gendar issues, and the deveiopment and {ntroduction of A one-

day sodula on Partnership and Davelopment. 1t has initiated & programea of zix fiald
®Workahops with female staff through 1991-92; a number of matters ralsed so far alraady



are recaiving attention. The WAL will report at the end of 1992 on en action plan, snd
recomsend appropriate organizational ard procedural sechanisms for the future of MAC,
or ita successor body, 1tz mandats and Ecopa oF work.

Organisational Pesition of Monitoring and REP

3.23 Thore are Lo unils within Lhe current tweadguarters structurs whose locationm
could be modified 'n the intarests of greater clarity - tha Monitoring Depertment (ND)
Bnd the WEP. Both are shown 23 ococupying line mesnagesent positions. the MD undar the
Commercial Director and REP under the Director, ADP. Yet both are serving in a staff
fonction to RDP and RCP. The staff role of the WD s particularly clear. At
headguarters it designs sonitoring systoss and formats (principally for RDP and ACP but
also on behalf of other programmes) and compiles, snalyses and feeds back the results
from the lield to ROF and RCP management., It has PO fiold monitors based in Regiomal
Officas (currently 16, scheduled to increase to 22 in March, 1902). But at the
operations] leval 1t is ROP and RCP staff who collect the necessary information. In
the case of REP, Lhe 1990 Review recommendeod that 1t should serve both RGP and RCP and
that it should be merged with the technical (sectoral) support teams. In practice REP
is &y ing Dotk FDP and RCF and 1t 18 cooperating closaly with soctoral specialists

ithough it haa not formally mergad with them in & Dovelopment Support Prograsss Al
recomsancsd by the 1590 Review).

fpsearch and Evaluation

3.34 The RED is staffed by competent ressarchers and already has gained an
intarnational reputation for 1ts work, Ita current shars of leas than 1% of tha RDP
budget 18 not excessive bt RED suffars from not being an integral part of BRAC's large
and growing oparational activities compounded by RED*s physical 1solation from tha hub
af tha organisation. Tha MTE has reviewed the design of the Village Studies Project
and soms of its essrging results; sxamined soms 5 studies prepared by RED; and has
digcussad REDC output with senior cperational sanagers. The conclusions are that the
princips! tasks for RED are to atrengtimn the ralevance of resasrch subject mattar to
BRAC prograsses; operationalise 1ts output more clearly; and make output more
asccessible to oporat ional managars. In line with this, the recosmsendation 1s to follow
a sequonce of steps as cutlvned below,
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L Reyview and clarify the mandate that RED is currently fulfTilling.
U Mudify the procedures by which RED puts forward, justifies and gains approval for
individual research snd avaluation studias.

= Through this madification, strongthan the relovance of ressarch subject mattor
to oparational and Tiald issucs.
L iken (but not before) improve the accessibility of ressarch resuits by

tl'lnilluqm into Bangla and by the presantation of s8)f—contained abstracts
giving datails of conclusions, recommendations and sufficient expianation of
methodoiogy end analysis to desonstrate their validity.

n Allocate (Inftially) a modest component of RED resdurces to a4 ressarch programme
based on a customar-contractor relationship with operational ataff and the
Honitoring Division, perwmitting ‘customers’' to participate in the design of
diggnostic; trouble-shooting or other studies they Feel they need.

The Hanajemenl Developssnl Prodgrassd

1.25 e MDP bagan fn January 1290 and is nol sspacied to become fully opsrational
wntil the end of 1987, with the planned ocpening of another new Management Training
Centre (NTC) in Dhaka. The Rajendrapur MWIC started in May 1991, with a reported
capacity of just under 10.000 participant—days per year. Tho May 1991 roview of BRAC's
trsining capacity found it difficult to clarify the MDP role in relation to internal
training for BRAC staff. Specifically, it reported that some training of TARC staff
wal baing relocated away from the Rajendrapur WIC back to TARC's. The currant
situation in oven less clear. Imitialiy it was intended that 50% of MTC capacity would
be ressrvad for non-BRAC training. But althcugh capacity utilisation at Rajendrapur
was about 90% from Msy ta Decembar, nearly 70% of throughput was for BRAC training.
of this BRAC throughput, over 82X was for TARC coursea, sugpesting that at present the
HIC 15 scting mora fa tha role of a TARC. This 12 an issue which 1z taken up under
Saction &.
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4.  SOCIO-ECOMOMIC EFFECTS AMD IMPACT
Distinsuishing Effects from Impact

4." Tha WTE has attespted Lo distinguish g¢ffgcts Yrom lmpact, both in

substance and time frames, Heasurable effects should be discernible in the
ralatively short run, including, for example, gains in income, and 11terascy ratas
amorg NFPE students. Tha nature of impact has to do with structural changes
which reguirs significantly Tonger time pearioda to becoms svident. Impact 1s
more d1fficult Lo achieve and to ssasure. SRAC itsalf regards a tima frama of
10 yoars as stil] relatively short-term, & view which the HTE sndorses.

Ihe Context

4.7 Poyerty allaviation and empowgrment in Bangladesh must be placed in
context, Poverty is andemic, pervastve. Low Incomes, low productivily, poor
haalth and high levels of i1lliteracy are compounded by social and political
forcas which inhibit sconomic and social progress by the poor. Over the past 130
yaars Lhe incidence of poverty has fallen only marginally, from 443 to 38X, With
population growth, the absolute mnumber of people in poverty has risen. Poverty
is compounded by savaps Ineguality.

4.2  [Inegquality in gender relations is deeply rooted. It 1s measursble in
tarms of inferior incomes; lower rates of literacy; and inferijor nutrition,
tmalth and social status of women. It sdds to the burdens of poverty while
restricting women's access 1o altermatives. Against this background, BRAC has
eorrectly fdentified the Tsck of access to resources and lack of cholce or
control over activities, sspecially among women, as baing at the heart of tha
protlems of poverty and InegQuity. '

BRAG" s Gtrategy and Policy

4.4 BRAAC has chosen a poverty alleviation and espowerment strategy which
targels the poor and landlsss, benefitting women preferentially. Through Lime
its esperignce has shown that training, technical support end credit are



sssantial to the povertly allevialion objective. They also contribute to
mpowarment - but they are ot suffictent. BRAC operationalises its sspowarmsat

stratagy by providing the V0 as & forum. Through ongoing functional education,
training and discussion, it provides mechsnisms to anhance avarsnass about tha
cauvses of and paans to overcoms poverty and ineqguity.

4.5 BRAC's policy is Lo extend Ils core programme activities to new arsas
rathar than attespting to intensify efforts and benefits among a Vimited numbsr
of membars. Tha MTE endorses this spproach. Thoas that can and wish to utilisa
higher Yevels of credit and undertake more complex management Lasks, sust be
given the time to extend thelr horizons of chafce and scale.

4.5 The policy of breadlh rather than depth means, 1L s unrealistic to judge
the of fectivanass of BRAC s work in tarms of 1ts contribution to the alleviation
of nation-wide poverty snd inequity. In the short run, BRAC Is not able to
achisve the scals thal would bas necessary. Even al a steady rate of growth in
new sembors of 158 per annus compound 1L would Lake BRAC 2§ years to organisa
sboyt 20 willion poor pecple.

Evidence of Economic and Social Effects

4.7 The WTE hat found congidarabls avidence of economic and employment

banof its from income generation sctivities supported by BRAC. The Research and
Evaiuation Division 1taalf has prodoced more than 20 study reports measuring
theas affects. The results are positive and robust. A 1991 BRAC study reported
tncome Incraases among BRAC members some 263 above those of non-membora with
increases in emplogmeont of 195 - 34X more among woEnen.

4.8 A cost=-Donafit analysis by the MTE of the IGVGD programma demonsirates

strong evidence of a highly benaficial progremme reaching some 80,000 women,
represeanting the poorest 31 of the income scale. More cursory snalysis of
esployment generaticn and incomes for sericulture has produced evidence of
relativaly high returns - up to 100X on investasnt - and isputed caily wapes in
the order of Th.48, significantly above prevailing wages for rural womsn.
Sericulture involves a nuasber of low-risk and menageable activities. it offers
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the potential for rapid axpansion and continuing vertical integration from tree
nursaries, planting and cocoon-rearing through g1 li-remling, spinning, wsaving
and taxtile production - all under the cootrol of poor rural vomen.

4.8 These findings confirm a growing body of litaraturs showing that wall=
managod, well-targated credit, training snd services can have positive economic
tariaf its that can be sustained. BRAC's own ressarch, and field visits made by the
MTE, confirm that BRAC beneficiaries, particularly womsn, are successfully
borrowing, saving and managing their own enterprises. Lesa i3 known with
cortainty about progress toward choséen examples or indicators of smpowermant or
aeffects within the househtld but the MTE found no evidance of any negative social
consaquances arising from the credit or othar services provided by DRAC,

4.10 BRAC's record over Lhe decads on gender issues has been ane of continuing
advance, On grounds of need, equity snd effectiversss, BRAC has responded to
the logic of 1ts own axperience Lo Incredts wosan's participation, absolutaly and
in relation to men, in all programme arsas. [t has mace strong and largely
successful efforts to support individea) entrepraneurship smong women, including
their move into non~-iraditional occupations. Tha benefits, both potentia) amd
actusl, scross & brosd spoctrum of socio-econamic indicators, ares positive.

4.11 BRAC has conaiderad h:t rejectad focusing exclusively on women members.
Pravnl 1ing structural and nommat fve conditions in Bangladeah suggest that such
a movn would be counter-productive. BRAC has asel iLself the more challenging
task of Brinpging men Lo shara the task of Lransforming oppressive patriarchy,
within household relations, members’ organisations, snd BRAC itself. Female
manbars” presgnt share (around TOE) of tota) sesbership will increase, but at a
siowar rote than ower the Tast decade, and 1s unlikely to sxceed BON.

Gender {ssuns within BRAC

4.12 This record has been achieved largely through the male staff supported by
female field workers, in itself evidence of BRAC's determination to
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challange social norms, The recent sspansion in female staff sesbars, in
particular the recruitment of university-educated women to PO levels, and
thair deployment 1n non-traditiona] areas of sctivity, demonstrates BRAC's
cantinuing commitment to provision of opportunity to women within its owm
arganisation. The axpancion has craated some difficulties between =male
and fomala staff, botweon an older generation of BRAC female siaff snd the
niw, and for female staff thesselves. These are receiving attsnlicn but
BRAC in aware Lhal more nesds to be done.

4.3 woman form less than sia percent of middla and senior management. Further
increase «111 take time as the now entrants sature but an active "high Flyer'
promot ion policy 18 being purswed. Two women became Area Managers in 16881,




Financial Sustainabi]lity and the Intarfeistsdness of ROP and RCP

.1 Tha FDP-RCP prograscion is basad on the principle that RCP branches should
mecoms salf=financing. As rmported o the 1891 reviev of credit and savings, RCP
is currently covering the opersting costs of delivering credit. As originally
planned in the 1968 Project Document, for two years after conversion to RCP, the
costz of training in Institution-Building snd Skill Support are paid for by RDP.
Tharaafter, RCP cannol expect to raly on the funding of these services by RDF.
[n 1890, RCP was not able to cover itas operaling costs, regiataring a negative
nel income of Th.b.Y millien., If the costs of support services paid for by ROP
ars added in, the RCP deficit smounted to TK.7.7 million. In 1991, howsver, ACP
revenues sxceeded operating costs. [Indead, sven 17 the cost of ROP services had
e debited to the ROP account, RCP would st11] have sarned a surplus of Th.9.2
msillifon,

Table 5.7 RGP Het Income and Support Costs: 1990/91
[(Taks willion)

1990 1891
RCP  uat [ncome (5.1} 7.9
RDP Inst') Support (1.2) (3.9)
ROP Ski11 Tratning Suppdrt £1.4) (4.0}
Adjusted Mat Tnocoms (1.7} 6.2
Numbar of RGP Branchas 10 o
Ad). Nat Income / Branch (0.7) 0.3

§.2 HRAC's target is that sventually all costs - both for delivering cradit

and for providing technical support - wil) bs paid for by RCP or by the VO
membors, This will be sccomplished through a cost recovery system for RDP with
a fes schedule chergsable to RCP. The RCP branches will them be responsible for
collecting fous from tha YO sesbars.




5.3 This, however, is not the czse st present. RDP tachnica) POs supervise

and consult to RCP projects. These cosits are not charged to RCP and not easy to
detarmine. BRAC sanagesenl doas nol Delisve Lhal these costs could be borns by
RCF or 1ts members. BRAC states that the branches crested befors 1990 are not as
wall-disciplined. The reason Tor this that RDP sectoral training has improved.
In addition, the est imates for the number of fes-payers needed to cover tha cost
of technical suppori have ‘ncreasad {eg with poultry). The WTE recosmends a
specifiotimetable for the transition of & "msode) branch' to full financial seif-
suffictancy. A1l branches should then be monitored against this schedule. The
pre-1990 branchas may raquire o saparate timatable.

f.4  Two sxceptlons dessrve mantion. First, fess for tochnica) support to OTWS
will be borne by the farmer-customers of the OTW scheses, rather than by the VO-
sharaholders. Secondly, {f technical prograsmes are developed in new activities
o industries, the cost of disseminsting and introducing thase programmes to RCP
branches may requirs donor support, through RCP or any othar part of BRAC (RDP,
REP or the technical support service).

§.5 The MTE andorze BRAC's intenlion Lo make RCP branches and the associzted
technical support self-financing. Sut the transition sust bes planned and
monitorsd carefully. AL present only the begimning of such & monitoring system
is under design. Unati]l tiw progression to salf-Tinancing is more clearly
gafined, progress cannol be sonitored accurstaly. Tha tranaition to self-
financing ststus |s central to the ROP/RCP concept. Tha need for careful branch-
wiss socounting, including ROP sector-programmes cannot be overstated.

Sustainebl]ity of ¥Os

5.6 Mainstream VOs have shown themsslves to be sustainable in terms of their
use and repayment of credit. The only reservations are with respect to Vou
tnvolved in collective lending, principally for Dlws. Because of their
reapons iveness to credit and to the work of GSs and PCu they are also sustainable
as grganisations of the rural poor. But they cannot yat be seen as institutions
in thair owm right. In this respect, the work of the RCP is regarded by the NTE
as having only Jjust begun. ©Only as RCF develope, with the reduction in
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saparately-funded support services as noted above, will 1t be possible to test
VO institutional sustatinability. Similarly, the socio-sconomic changes that RDP
ard RCF have started to brimg about ara as yet not fully developed. BRAC is
collscting data on VO activities throwgh its 20 indicators and this should
provide at Teast some of the answers in the futore. [t 1z stil) too scon to oo
sure that sven the changes which have bean schieved will be sustainable by the
Vis thesselves and their mesbers. The MTE did not undertake a definitive
hﬂhutjlﬁi of the fedaration procass with respecl to VOs. Nevertheless, it is
claar that BRAC s aware of the risk of de-personalisation in the federation
process and Y8 approaching tha 1ssus with caution.

Loan Portfolte

£.T The majority of activities Tinanced in the current loan portfolio are
pruf itable, viable and sustainable. Most are traditional sctivities with proven
records of operation in rural Bangladesh. The target group has genarally both
the necessary skills and the required marketl knowledge Lo cpsrats and to adapt
to changing circumstances. The livestock and trading sectors ars Ltypics]
exmeplan. Essential support sarvices have likewise been Integrated in the rural
sconoey and individual activities within the traditional category have a high
degres of Iindependence. The most prominent axceptions are the OTWs which sppear
to reguire & high input of substdies and support services to operats grofitably.
This furthar underlines the recomssndation of consolidation in OTW operations.
An sxpanding, non-trad it fonal sactor Tike sariculture, as well as In poultry,
will require a substontia) amount of input for some ynars to coms, but most )inks
in thae production chain have wvery good prospecls for becoming fincreasingly
prof itable., The sector i3 also assessed as one with & comparativealy high
potential for growth,
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6. ORGANISATIONAL CAPACITY FOR GROWTH
The Mansgesent of Expansion

8.1 HRAC sti1ll has a positive capacity for growth. The sanagessnt systos and
culturs retains such of the openness and perscnal contact with which it began.
Moat job titles in middle and senior levels sncompass more than one grade. POs,
for ssample, occupy seven grades (IT to VII) while Area Managers occupy two.
Moreover, of the 2,308 current regular staff in gradea TI-VvII, some 35% ars in
grade ¥1, from whore POs can be promoted to Senior PO and be put in charga of an
Area Offica. Beyond this, there ic an informa)l system of "marking' Area, Branch
and Wegional Managers for promotion as and whan growth requires it

6.2 Thare ars, nevertheless, some sign: of strain as BAAC continues to grow.
BRAC 15 fully aware of them. The issues include Lhe integration of female staff;
hous tng and other conditions of employmant; the criteria for promotion as between
gualificationa and experience: uncertainty about ensuring initiative st Tower
Tevals, and differsnt work scheduies reguired in different prograsses. It has
not besen possibie, however, to identify any specific effects in terms of the
parformance of operational prograsmes. More specifically, such strains are not
causing, and cannot be traced to, any increase in the rate of staff loss. Among
reguiar staff in 1860 there was & Toss of just under 11.5%. In 1991 only 4% ware
lost, while the total of regular staff had grown by near)y 17X to over 3000. The
MTH registors tha indications of strain only, Further discussion with BRAC would
& nacessary to saplore them in mors detail. The Appratisal Mission should
attampt to do this.

Irmining

6.3 AL an sarly stage 1n ROF-1] ERAC recognised that 1t would have to increass
training capacity to keap pace with demand from its expanding activities. The
19450 Review noted the reqguest for an increase in the overall RDP Budget for 1§90
%7 of a3x to Th 827 millien. Within that revised budget (which has subssguently
again increased) the largest proportional increase was a4 near-doubliing of the
prograsmss infrastructure component, largely for the MOP faciiity at Rajendrapur
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and for expanding TARC capacity. By lats 1990 the shortage of trafning cspacity
had not affected Lhroughput which in fact exceeded targets.

g.4 BRAC has 53117 not been able to arsdicats the backlog in axpanding
training capacity. The 1991 review of training capacity noted the backlog in
capscity but was optimistic sbout the possibility to eliminate it by the end of
1992. The MTE cannot share this optimism. For 1981 the sost significant
sbeolute and proportional underspending against budget was for TARCsS - a
shortfall of Tk 17.8 m1llion representing 458. Land costs have been higher than
axpactad and this may have contributed to the dalay. MWeanwhila, BRAC is trying
te copa with the demand. For cxample, the Rajendrapur facility which was
tntendod specifically for the MDP seems to have been veed partially in the role
of & TARC, a3 noled sarifer. In the short run Rajendrapur could continue teo
contritbute to meeting the demand from the field., If it wers necessary for 1t to
g0 50, 11 would be at the possible cost of slowing the development of matnstrosn
MDP training.

6.5 It is reported that thers have been sose adaptations in the schadulss,
spacifically for akills training, and that at least part of the reason is BHAC's
atiempt Lo hedp up with training reguirements in the NFPE prograsss and in Lhe
basic training of new sashers. The over-ubtilisstion of, and pressure on,
trainars noted by the 1991 review s nol reported to have changed significantly.
Tt is probably too soon, and tha MTE has not been able to 1dentify any effacts
of thess Factors 1n the guality of performance tn other progrommes. In fact, ft
s not yot clear to what axtent the sdaptations in training schedules reflect a
forced out back below targets and schodules or a quite separate adjustment not
attributablo to edpansion in NFPE or now membors. Further clarification of this
would be nesded from BRAC.

€.6 ERAC sols ils own schedules, targets and budgets for training and in

budgatary tarms at least it s not keeping up. Tho NTE has not been able to
trace any ‘emediate effects on guality of operationa’l performance nor determins
how long 1t might take for training capacity shorifalls Lo work their way throogh
to affect quality. But BRAC recognises that there 1s & risk. The first step
must cbvicusly be to do all possiblie to catch up with physical capacity targets.



Theraaftar, BRAC should review Tead times for the sxpansion of training capacity
fn cans 1L is necessary to adjust pians and projections for tralning capacity n
relation to the axpansion of operational prograsmes.

Expansion of NEFE

L}

&.7 Growth of the NFPE programme in the context of the ROP poses no problems.
The model 13 simple, Tesd times for opening new schoals are quite short end the
NFPE dosn not rely on the performance or rates of expansion of other BRAC
programees. But tha overall planned axpansion of NFPE esatends significantly
boyond the Largels and resources for ROP-]1. Even for the current year target
of & further nearly 6,000 new schools te be opensd, tha RDP 1 axpacted to cover
only & quartar. 1In the future, an increasing share 18 axpacted to be financed
from world Bank and other Sourcas.

6.8 It is in the context of the overall growth of NFPE that there could bs
regercussions on the achievemsnt of training targets for RDP-core snd othar
prograsmes being supported by the consortium. As msentioned earlier, it 1s
already reported that thera has been same adaptation In training schedules while
saintaining Lhe supply of training services to NFPE and other arsas of axpansion.
If there is a Lrade-off betwsen WNFPE expansion and the gquality of other
progrumeses, and {f the expanston of training capscity noted above will st11) take
soms Lime to calch up with targets, BRAC «#11) have to sdjust on one or other
front in the ovarall sspansion of oparational programmes.

Evolut fon toward BRAC Bank

8.9 ACP currentlly operates as & part of BHAC, an MO0 without a bank charter.
In the near future, consistent with the sxisting plan, BRAC intends to spply for
a bank charter. The WTE endorses that intention and recommends Lhat management
movE an eapeditiously as the political envirorment permits. A properly chartared
hank, following gererally accepted nores for safe and prudent managesent, will
halp to insure the maintenance of & permanant credit-granting and savings
mob i 11zation institution.



.10 Howsver, the mission has noteworthy conmcerns about the adeguacy of BRAC
loan ndministration and financial sanspesent systems. [T is clear Lhat BRAD
staffl are cospetent. They are open tc new ifdeas and to a procesa of trial snd
errof to discover the systems necessary Lo succesd in the isniesentation of SRAC
stretegies. It is Tess clear whether large scale credit and savings prograsmes
can be opersted effectively within an NGO structure. This makes the chartering
of & BHAC Bank ‘mparative.

&.11 In sadition, BRAC should take further steps to sagregats banking
sctivities while it operates RCP within BRAC snd to ut11ize additional systemwide
managment procadures to manage risk and protect sember deposits. A list of
problem aress iz compiled in the attached Table A.7. It iz drawn from tha
espariance of other lenders, observations during this and sarller missions, and
concarns axpressed tn the 188% appratsal, 1990 reviow, and 1991 credit/banking
roview, Salutions are proposed in the Table. Additional work is noeded to
confirm the axisting situation and dovise now systems.




T.  FINDINGS AND CONCLUSIONS

7.1  Tha svaluation Leas sndorses the objectives, approach and work of BRAC.
BRAL sy targeting of tenafils to women has proven ef fective and egquitable. SHAC
i & professionalliy-managed and competent fnatitution with few peers 1in
Bang ) adesh. Its progresmes are achieving significant resuits within the
constraints of rura)l Bangladesh and donor support to BRAC for RODPLI/JACP s fully
Justified.

F.¥ Tha spacific findings and conclusions of tha HTE are:

(1) WFPE Tha planned expansion of tha NFPE in the contaxt of tha RDP through
tha project poriod is feasible and desirablae,

(110 Monitering aeand assssement of operstional parformance nesds to be furthar
develicped including the promction of a desand-oriented Mgnagement Information
System (MIE). This is sspecially important in the area of loan portfoltio guality
and repayment rates. The MTE notes with some concarn that thia point has bean
made before to BRAC, wost recently in tha 1891 Review of credit and savings.
i) Apdit At present the Audit Unit 13 operating with comsiderabls
independence, through 1t 1s showns in & 1ine management position.

(vl REP meeds to continue tightening its performance in respect of
gatarmination of prioritiss and tasks,

(v} Loan soministration acd finencial menssement: it 1e unclear 1f large scale
credit snd savings can be oporated effectively within an HOD structurs. Stepa
are needed Lo segragate banking activities whila RCP oparates under BRAC.

(vi1) Loén_Portfolio The majority of sctivities financed in the currant Yoan
portfolie are profitable; viable and austainable, Most are traditional
setivitios with proven records of oporation in reral Bang)asdesh and which the
tarpnt group has the necessary akill to operate and to sdapt te changing
clroumstances. An eapanding sericulture prograsme will reguire substantial
inputls for some years to come, but most links in the production chatn have very
good prospects for becoming increasingly profitabls. The WIE assessss that
sariculture has & comparatively high potsntial Tor growth,

iwii) Ganger lssuss EAAC's record over the dacads on gender 1ssusl has been one
of continuing improvesant. ORAC has increazed women's participation on grounds
of need, equity and effectiveness. [t his made strong and largely successful
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#fforis Lo support individual entrepressurship smong woman, including thelr move
'nto mor-tradilional occupations. The benefits scoross & Drosd spectrum of
soc lo-economic Indicators, are positive. Recant affort to increass the
progortion of women staff are comsendable and appropriate to BRAC's Mission.
BRAC ia on Ltrack Lo promoto more women to middle and higher managssent levels by
and 1504,

(¥iti) YO have shown themsalves to be sustainable in terms of their use and
repayment of cradit. The only resarvations are with respect to VOa invelved 1n
coliectiva lending, principally for OTWs. Becauss of their responsivensss to
cradit and to the work of G8s and POs they are also sustainable as organisations
of tha rural poor. But they cannct yet be seen as natitutions in thair own
right. 1In this respact, the work of the RCP is regarded as having only just
bagun. Only as 't develops, with the reduction in ssparately-funded support
sarvices, wﬂrl 1t ba possible To test VO institutional sustainability.

E.1 Tha WIE endorses the general conclusions of the OTW review (February 1992)
and belleves that BRAC should nstal)l new walls only in those arsas whare VO
devalopmsnt, credit history, training, and managerial capacity - the key slesents
to support thae potantial of thase wells - can be dewmonstrated to be a reasonsble
credit risk. At thae same tims, Lha teas recommends that BRAC sstablish an sgreed
framswork with the doners to incorporate financial, sconomic and social eriteria
including women's participation into evaluating DTWs, As & start it would be
advisable to agres on tarminology, and the relevant financial and accounting
parsmsters. Further reseaarch on group size and repayment issues |s urgently
rogu i rod.

(1} conlinue Lo suDport the work of the WAC and address 1ts findings atl the end
of 1888;:
(V1) continue to expand the recruitment of Tesale staff as POs:
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(111} whare merited, the axperience of femals project staff (mainly WHDP) who
have boan Lransfarred Lo Regular staff functions, ba reflectad in salary
scales commmnsurate with those of new univers ity-gualified POs:

(w) implesent the planned sxpansion of Lhe PLP;

iv) eatablish an operationally focussed WIS and stronger momitoring systess:

(wi) concentrate functiona! snd sanagesent reaponsibility for training and MOP
in a single parson;

(wi1t) satablish the Awdit Unit az a truly independent unit, with consideration
given to locating it as a staff function to the Executive Director:

(w111) Parsua itz application for bank charter as sxpeditiously as possible;

(fx)} finstal an intornationally-accepted mathod for the caleulatisn and
prosantation of a lomn delinquency again rate;

(x) adopt a system of branch office accounting based upon internationally
sccapted principles:

(w1} maintain the integrity of budgets: any adjustments should be confined to
forecasts and funding schedules:

{uif) tighten the performsnce of REPF in respect of determination of priorities
and tasks by introducing annual planning procedures and sschanisms.

{ei11) mplessnt the planned expansion of WFPE within ROP 11:

xiv) develop formulae to forcast detailed trends 'n losns outstanding based 1n
varisble disbursessnt rates; the distribution of loan maturity; end
avarage loan slze - theas formulac Lo be incorporated into detallad
wed lum-Lorm Financial projections that can be reviewed periodically,

Recomsendat ions_ Lo _the Conor Consortium

Tha Donor Consortium should seek:-

(1) a palance in evalualion missions between consultants Tamiliar, and not as
familiar, with BRAC. Smaller, more Tocusssd reviews would be more effective;
{11) to hold the next DC mesting at a BRAC Area Office with Lime devoted to
wisniting BRAE cperations in the fisld.
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| KLY ISSUES FOR APPEAISAL MISSION

.1 In the view of tha WTE, thare are three key issues which the Appraisal
Mission should address:

(4] the depth and axtant of the staffing issues noted in 6.2, end the
procadures for soattoring and managing tha tensions batween and among
staff that tnevitably will arise during a period of rapid axpansion;

(i1} tha pressnt tralning performance, training schedules, capacities and
constraints, n the I:Iﬂrt. of warning signals noted under 8.5;

(1i1) further clarification of VO performance, especially the rate of non-
functioning Viis, tha current status and prospects for VO federation, and
the options for sharpening the comtribution of activities such as the
minthly insues mostings.

THE 1094 END-OF—PROJECT EVALUATION MISSION

§.2 The WIE recommsends the 1994 Evaluation focus on:

(1) tha svolution of the ARCP, including the access of woman to ¢redit, and the
financial sustainability of the RCP/BBP:

(1) the svolution of the VOs, in terss of BRAC's Monitoring indicators and
manifestat fons of empowersant;

(111) RED's progress forward providing relevant and sccessible ressarch results
on socio-sconomic impact, in particyiar the comparative auparisnces among
sactoral programmos:

(e} the relationship between, and roles of, RED and the Monitoring department;

{v) BRAC's progress toward incorporating women into middle and sentfor
management, and the developmant of organizational capacity for ongoing
gander adjustments in programmes snd staff rolastions:

(¥1) progress toward establishing sericulture and poultry as vertically-
integrated ‘ndustrisas owned and managed by woman,



DRAFT | ANMEX

BRAC Rank

BCP currently cosrstes as 4 part of BRAC, an NGD without a bank chartar. In the
maar future, consistent with the existing pisn, BRAC intends Lo apply for a bank
ehartar. Tha mission endorsas that intention smd roccemends Lhal sanagement move
an oxpoditiously as the political environment permits, A properly chartared
bank, following generally accapted norms for safe and prudent management, will
help to fnsure the msaintenance of & permanent credit-granting and say ings
mobd1ization institution.

Howevar, Lhe mission has noteworthy concerns sbout the adeguacy of BRAC Toan
administration and financia) mansgement systems. It is clear that BRAC staff are
competent, They are open to new ideas and to a process of trial and error to
discover the systems necessary to succsed I the isplementation of BRAC
strategies. It is less clear whether Targs scale credit and savings programs can
be cperated effectivaly within an NGD structure, This makes the chartering of
BRAS bank isperalive. In addition, BRAC shwuld take further steps to segresats
bank ing activities while 1t operates RCF within BRAC and to uti1lize sdaitional
Syiless ide sanagesent procedures Lo manage rish and orotect mesber ceposits. A
118t of problem sreas is shown in Table A.T7 at the end of this Annax. It is
grawn from the sxparience of other lenders, obsarvations during this and eariier
mietiong, and concerns expressed in tha 1980 appraisal, 1900 reviow, and 1901
crodit/banking review. Solutions are proposed. Additional work is nesded to
conf irm the saisting silustion and devise nes sydlend,




Table A1
RDF 11 and RCP:
Oporations, Credit and Savinga Parformsance
January 1, 19990 through Decomber 31, 19901

' RDP 11 ___Pkcr Total
Doc/8% Forecast Actual Fforecast Actual Fforecast Actual
No. of Area Office ab o] =0 b 1] i0 170 129
o, of **11.‘_‘! ‘.:H I.lﬂﬂ' -I-Ef‘ l.lﬂﬂ .|“: !nm 51.1"-
po. of vi's B,283 T,200 T.,689 1.000 3,687 10,200 11,378
Hale 40w din jsu
Famale 60 BE% G5%

- o, of Hmmbars d60.T84 ATA.000 357,008 150,000 201,118 &28,000 bS8, 123
Male JEn gt nx azx
[T Adx TR (119 fan

bo. of Loans 401,377 771,085
Mals ATR isx
Fomale i - |

Dishursesants LB &70 B56 318 m GE8 87

{Th. million)

Savingt 4% w0 i1 T2 wE 162 20T

(Te. miilion)

Source* ROF and RCP Statistical report (Dec/8d)

won | toring Departssnt Dec/91 Preliminary Report
finance Department Dec/31 Quarterly Financial RAmport
ROP and ACP Budgets Prepared Nov/91; aporoved by Donor Consortium Dec/@1

W Etatintics on Total Wumbsr of Loans avallabla only through September 1891.
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Table Az

Financial Porformance of RDP 11
January 1, 1000 through Decaster 11, 1891

(Tk. MWillion)
Over,/Yariance
Budgets  Actunl Undar Amouynt %
&, Cors Progras
A.1 Inatitutional Building 8.2 1.2 Ower 3.0 11X
i.? iFmploy. and Incoss Genaration 50.T 57.4 Owear 8.9 14%
A.3 Branch and R.O. Op'g Expanas 114.3 128.8 Over 14.2 1=
i.d '.rm‘ R.0. and H.O,
Capital Investment 56.T7 58.8 Undar (0.1) 0x
A.B Loan Revolving Fund 177.2 189. Undar (7.8) -4%
A6 Support Servics
A A1 Faipansion of Existing TARC's 9.6 9.4 Undger (D.7) -1
A.8,3 TARCH~ a9.2 1.4 Undar (1T.8) =483
A8.3 REP E.B B.0 Undsr (0.8) -
A.6.4 Fasesarch snd Evaluation E.4 5.a Dwar D.4 ™
B. Ssctoral Progran
8.1 Non-Formal Primary Edu. 125.5 120.8 Cvar 4.0 m
B.2 DOevelogment of Rural Mgrs. 5%.3 a7 .58 Undar (711.8) = 20N
B:.3 1iWID 6.8 9. 48 Dvar 2.8 10
Total Funds Expended To1.6 B84.3 (7.3} =K
Met Interest [ncoow (48.58) (50.2) (1.7) an
Funded by BRAC (3.9) {3.9)
Tota) Funding Required 853,17 840.2 Under (12.9) -

L This budgst 13 used by BRAL for reporting purposes.
it rafiscta tha original budgetl plue Lwo revisions approved by tha donors in May and
Doconbar 1991.

Source: BHAC Quartsrly Financial Report (Dec/91)




Table A:x4
RCP Financial Performance to Budget

B lence Shest
As of Decembter 311, 1091
Ovar/variance
Budgot® Actusl Under Amgunt = X
AgsaTs
Cash 8.1 2.9 Under (3.2) -52x
Investaents . 4 £89.2 Ovar 8.1 n
Current Assats g.0 19.8 Ovar T9.0 ERR
Net Loans 275.0 272.4 Undar (2.6) -i%
Filamd Assels 53.9 38.4 Under (16.5) -2
Atc, Depreciation 6.7 4.2 Under (2.8) ~-3Tx
Met Filznd Assats 47.2 24.3 Undar (12.9) -2TR
Total Asssta G09.4 GTa.4 Oovar 69.0 1%
Liabilities
Members Savings 85.2 a7.1 Ovar 10.9 13%
Group Tax 25.4 24.7 Undar (0.T) -3
Total Deposits 1M1.8 121.9 Owar 0.3 -5
Current Liab111tias &0 5.3 Cvmr 15.3 ERR
BRAC Loan d87.0 528.3 Over 41.3 an
Total Lisbilitins S538.8 054 Owar aT.0 =118
Eguity
Excess for 1990 (5.1) (5.1) Ovar 0.0 o
Excass for 1001 15.9 ir.s Ovar &.0 =
Total Capital 10.8 1z.4 Creinir .0 19%
Total Lisbilities and Capital 809.4 &78.4 Oover 69.0 11s

. Thia budget is used by BRAC for reporting purposes.
It rof lects the original budget plus two revisions approved by the donors in May and
December 1891.

Source: BMAC Quarterly Financial Report (Dec/81)




Table A:5

RCP Financial Performance to Budget
Imcrmmn STATAsSAE
Janusry 1, 1990 through Decesbsr 31, 1991

Owar/War ianca
Budgats  Actual Under Amount =%

Income

Investment [ncoms 22.8 .3 Undar ([(1.8) =T
Loan Intersst [ncoms 38.1 0.1 Ovar 2.0 5K

Total Income 60.9 81.3 Cvar G.4 %
Intarest fxpanse

Intarest on Daposits 6.3 8.0 Ovar 1.7 Fa )
Net Interest Income 54.6 53.3 Undar (1.3) =-I%
Oparating Expenses

Branch ODpsrating Expanss 2.9 24,2 Ovar 1.3 5
Regional Operaling Expense 1.5 1.8 COver 0.1 i ]
Head Office Oparating Expense 2.5 2.3 Under (0.2) - ]
Branch Deprecial ion Exponss 3.5 1.0 Undar (2.5) -T1%
fegional Dapreciation Expense 0.8 0.2 Undar (0D.4) -€T2
Hesd O0ffice Deprecistion Eapense 8.8 0.3 Undar (0.8} -67Tx%
Losn Loss Provision 6.4 5.0 Ungar (1.4} -2
Staff Training 0.4 0.7 Over 0.3 "
Total Opearasting Expensaes 38T 33.4 Under (3.3) -8
K=t hl"lth":l’ﬂf". 15.8 17.% [war 2.0 1=

L This budpet i used by BRAC for reporting purposes.
It raflects the original budgstl plus two revisions aporoved by the donors In May and
Deconbar 1991,

fource: H®RAC Quartarly Financia) Report (Dec/91}




Table A.6
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Table A.7 Financial Management and Control : [ssues and Proposed Solutions

Issua

Proposed Solution

Loan parformance data s statad

in an owverly optimictic way in
external reporting. Reporting
dalinguant paymenis AS & pErcEntaga
of total loans advanced generates
the lowast possible Sefault
perocantage .

gaAC should select mn internstionally
accepted sccurste and conservalive
standard for the reporting of
defaults.

fearformance to plan reporting 18
inateguate.

Expanditure budgeting 15 imprecise.

analysis of trends in growth
patterns is too modest given Che
proposed sife of the banking
operation,

Frojections of loans cubstanding
ara T1kely to be wrong given the
complaxity of a mixture of short,
sodium and long term loans in &
changing and growing branches
systes,

#atin analysis and trand reporting
ts nOt used.

Create annuals plans and routinaly
updats detailied budgets. Monitor
porformance against annusl approved
m;

Prepgare annual budgets in the Tight of

prior yaar : hold line
mansgers responsible for expenditure
Tine ttems.

Frepare and analyle RCP and RDP branch
profit/loss stalesents and prepare
comparat ive analyssd ACFoaE the
systam,

Give additional sttention to unit
asnalvais (ovarags lToan sizs by
borrower age and by ssctor;
breakdown of data by branch age and
borrower age.

Mode| loan cutstanding patterns and
davelop data)led projections with
sansitivity runs unti) pattarns are
detacted.

Ratio analyaia and trend reporting
mmst ba used 17 sanagesant 18 0

It may be usaful to both BRAL and
gonars to contract with & well-
qualified Banglacesh &sternal
accounting firs to unodertaka
addit tonal studias and ll"lﬂ"l-ﬁ
tachiica]l assiatance 1n salectad
ATeRS .




Progosed Solution

I nageguats reporting and monitoring
of dalinguent sccounts at the HO
lavel.

Insta]l adeguats sgeing system to
identify dalinguency sl Lhe aariiest
stage so that the underlying cause
can be identified and addreased

Aoditions] measurss should be tried to
reduce loasen such as

= ataff incantive aystems to Tnsure
proaplt loan collsction;

=— & problem asset committos to
overses 1iguidation and other
workouts of probles situations,
sspacially with larger loans;

= loan revies systems which sonitor
the guality of lending decisions
after tha fact.

Tra current overdus loan
classifications and analysis 1is
inadequate to make ACCUrALS
conclugions about the sdeguscy
of the reserve for loan lossas.
An increased expenditure Lo
increass the losn loss ressrve
could be NBCesSary.

whan an ageing of delinguent accounts
it routinely prepared snd Lrends over
timo are analyzed, a policy can be
daveloppd so that the provision iz
always sdeqguals.

Loant are not written off.

Band loans should ba chargea off
routinely to Insure that the balsnce
shaal accurataly reflacta assst
valuas. After charge-off, loans
should continue to ba “worked™ to
collact dalinquant paymants.




Issue

Froposed Solution

Eoma donor reports do not follow
gonarally accepled accounting
stendards. BRAC prepares reports
tallored TO ﬂl'ﬂ-l"-t‘lit ConCerng
wrd donor disbursessnt schedules.
AS & result some reports are
incomplels or show a mixture

of inooma/expanse and funds fiow
Atatemdnts.

SRAL progrea reporis should include
all accrued income and sxpenss and
conform to germrally accepled
sccounting standards.

Fundars of a banking oparation must
focus on overall financial
visbility and alao revies BRAC's
financial condition from time to
time.

Central cash managomant

tactmigues may be inadeguats Tor &
gtoaraphically disbursaed operation.
incant ivas may be nacessary to
encouraps branch, ares s regional
sanagers Lo maximire investment
trcoms by moving cash Lo inlerest
parning sccounts &s guickly ma
poesibie.

W0 understand that BRAC may have
rocantly begun to assess a charge to
branch officas for usa of funds.

This mnd other afforts Lo allocate
costs Tully and provicde incentives to
sacimize invastment InCOoBo On ExCEss
funds s weakened.

wWritien polions and procadures are
insdeguats to assure uniform
guality contral,

A graft sccounting mahual should be
comp lated and continually updated.

it should be reviewed to sasure that
adequate dual control have
bean instituted to achiesve sffective
cash managomant.

The tnternal audit manual should be
continuelly updated and should also
s1sc be available in English for
gonor oV iow.

An investment policy shoulg be written
shd approved to govern prudent risk
sansgesent of depositor funds.

BRAL Bank
mAnAGEMRNT

i1l ness talentad ssnior

The BRAC Bank w111 require focussed
sanagesenl committed to BRAC'SE
objectives and axcalling 'n bank
manggement. BRAAC exscules a
comprehens lve strategy of which
banking 18 Just DS pEFE. Tha Dank
requires suporior, cpecialired
sansgenent .




